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COURSE INTRODUCTION

Strategic Human Resource Management (SHRM) refers to the development of policies,
practices and programs that are aligned to the organization’s strategy and facilitates the
achievement of the strategic objectives set by the organization. The Human Resource
function has grown significantly in the present day business environment which led to the
growth of SHRM. The main purpose of SHRM is to align all the HR functions with the
mission, vision, values and goals of the organization.

Today the business environment is marked by rapid changes. Factors such as globalization
and advancement in technology have brought about many changes in the way organizations
do business and manage their resources. There is a huge need for the organizations to adapt
quickly with the dynamic changes of the environment coupled with technological
developments. This requires quick and effective decisions at all levels of the organizations.
Moreover, these decisions should be aligned with the overall strategic directions that the
organization wants to take. With human resources being recognized as the most important
resource, there is also a need for managing this resource strategically. Given the strategic
role played by human resources for businesses, HR managers need to understand the
management of human resources and upgrade their knowledge in the relevant fields.

The course content is meaningfully distributed in four blocks.

The first block, Strategy and Human Resource Management, deals with the concept SHRM
and discusses the need for treating people as strategic assets as their creative involvement
in the organizational growth is of strategic importance. It also explains the importance of
HR’s role in the formulation and implementation of the strategy. SHRM plays a critical
role in the growth and sustainability of an organization. The unit also deals with the need
for measuring the ROI. HR measurement adds value and contributes to the vital decisions
for measuring people’s performance and managing people’s talent in an organization.
Evidence-based HR will help us in understanding how to analyze, measure and ascertain
that return on investment.

The second block, Strategic Human Resource Management - Implications for
Organizations, addresses broad organizational issues relating to work systems, acquisition
of human resources, their training and development, performance management,
compensation packages for human resources and leadership concepts. Organizations
should consider the strategic implications of various HR practices and organizational issues
to determine which are more important and merit greater investment.

The third block, Strategic Maintenance of Human Resources, deals with issues concerning
the safety, health of employees, career management and separation from organization and
downsizing the organization. The effectiveness and efficiency of organizations lie on how
well they manage their human resources.

The fourth block, Emerging Trends and Challenges for Human Resources, illustrates the
role and significance of SHRM in meeting the challenges faced by human resources in
enhancing organizational performance and productivity for gaining competitive advantage.
HR professionals should be able to demonstrate how coping with these challenges would
lead to positive, measurable business outcomes for the organizations.

This edition has added a large number of contemporary examples and deleted old examples
and exhibits. It has simplified the language and text layout to make it more readable.



BLOCK 1: STRATEGY AND HUMAN RESOURCE
MANAGEMENT

The first block to the course on Strategic Human Resource Management deals with human
resources function’s growing significance in the present day business environment and
focuses on the relationship between human resources and strategy. The block consists of
four units.

The unit one, Strategic Human Resource Management - An Overview, introduces the
concept of strategic human resource management. The central idea behind SHRM is that
when organizations consider people as strategic assets the accomplishment of the
organization’s business plans and objectives would be easier and fruitful. To create value
to the company’s products or services, there needs to be alignment between organizational
strategies and people management. The value chain analysis as explained by Michael Porter
needs to be understood in this context. The unit also focuses on the challenges faced by
human resources.

The unit two, Importance of Aligning Human Resources to Strategy, deals with emerging
role of human resources in the formulation and implementation of strategy. The unit also
explains the relationship between human resources and strategy and explains the
importance of HR’s role in the formulation and implementation of the strategy. The unit
highlights the importance of treating employees as assets and examines the investment
perspectives of human resources. The popular models of Human Resource Accounting are
explained in this unit.

The unit three, Strategic Aspects in International Human Resource Management, deals
with globalization with an emphasis on diversity of operations. The values, nhorms and
practices of organizations that depict organizational culture influence the working of
organizations, especially when organizations operate in cross-cultural settings. Reward
management, expatriate management, leadership, workforce mobility and technological
developments in cross-cultural settings are discussed in this unit. The importance of
regulatory bodies like ILO, EU etc. in controlling unscrupulous labor practices is also taken
up for discussion in this unit.

The unit four, Evidence Based Human Resources and Human Resources Information
System, deals with HR metrics that contribute to measure organizational performance. It
specifically discusses Balanced Scorecard and HRIS as strategic tools that enable business
enterprises to maximize their profits. Risk management practices in HR are also taken up
for discussion. HR audit and engagement surveys are some of the strategy execution tools
that define the purpose and priorities of the organization. Evidence Based HR helps in
understanding how to analyze, measure and ascertain the return on investment in people.
The unit concludes with a discussion on HRIS as a strategic tool to assist HR in
decision-making.



Unit 1

Strategic Human Resource Management -
An Overview

Structure

1.1  Introduction

1.2 Objectives

1.3 Introduction to Strategic HRM

1.4 People as Strategic Assets

1.5  The Process of Strategic Management
1.6 Value Chain Analysis

1.7  Challenges for HRM

1.8  Summary

19  Glossary

1.10 Self-Assessment Test

1.11 Suggested Readings/References Material

1.12  Answers to Check Your Progress Questions

“All the ingenious strategies and advanced technologies in the world are
nowhere near as effective without great people to put them to work.”

- Jack Welch

1.1 Introduction

As is rightly advocated by Jack Welch, the best of strategies fail in the execution
stage, if the people process in it is ineffective. Strategic human resource
management facilitates in harnessing the HR capabilities for achievement of
strategic objectives.

This unit provides an introduction to SHRM, the process of formulation and
implementation of strategic human resource management and the challenges
involved in it. It also explains the concept of Value Chain Analysis proposed by
Michel Porter and its significance to HR functions.

1.2 Objectives

After studying this unit, you should be able to:

o Define strategic human resource management for understanding the values
and goals of the organization
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e Explain the importance of human resources in the implementation of
strategies

e Analyse the process of strategic management or aligning the organization
activities to achieve organizational objectives

e Explain value chain analysis for supporting the various activities of the
organization

o Discuss the challenges for HRM for the growth of organizations

1.3 Introduction to Strategic HRM

In today’s organizations, HR managers need to contribute to the shared
organizational objectives. The same can be achieved by aligning the HR policies
in line with the strategic objectives of the organization.

Strategy and Human Resource Management

In order to achieve this, the HR manager should be familiar with the work systems
in which people thrive and contribute. This linkage of HR with other functional
areas of the organization has an impact on HR roles such as the design of work
positions, hiring, reward, recognition, performance development and appraisal
systems, career and succession planning and employee development.

In his book, ‘Strategic Human Resources Management,” Jeffrey. A. Mello,
defines Strategic Human Resource Management as “the development of a
consistent, aligned collection of practices, programs and policies to facilitate the
achievement of the organization’s strategic objectives”.

Similarly, in another book ‘Strategic Human Resource Management: Gaining a
Competitive Advantage’, Raymond A. Noe and his fellow colleagues have
referred SHRM as ‘the pattern of planned HR deployments proposed to facilitate
an organization to achieve its strategic goals’.

In both the definitions, the authors stress upon the relevance of a set of
synchronized HR practices which, when put in alignment with organizational
strategy, yield beneficial outcomes for the organizations.

Contrary to its occasional use, off late Strategic HRM approaches have become
an integral part of human resource management. The reasons being:

> SHRM stimulates the engagement and empowerment of employees and
managers: Elevates employee participation and productivity.

> SHRM is proactive: Helps organizations in redesigning their business in
response to the changes in the external environment.

The evolution and introduction of the Strategic Human Resources Management
can be attributed to the time when the competitiveness of the company was the
major concern for majority of the organizations in the West. This was a significant

2



Unit 1: Strategic Human Resource Management - An Overview

move towards optimum utilization of human capital. The employment of new
SHRM approaches in the organization provided the employees with the much
needed opportunity to demonstrate their skills, competencies and abilities. The
organizations were able to reach better results with less effort and resources
through the strategic HR approaches.

e A strategic HR approach does not solely rely on HR managers, rather shifts
it on to the people in connection with them.

e Strategic HRM does not manifest itself in bureaucratic controls but in free
flow of information.

e SHRM focuses on flexibility in work processes and procedures.

e SHRM argues that the organization’s key investment should lie in its people
and their knowledge, skills and abilities.

e It emphasizes that competitive advantage is enjoyed by those organizations
that can attract and retain talented individuals.

1.4 People as Strategic Assets

People play a crucial role in planning and implementation of strategies and in
decision-making process in any organization and hence are treated as strategic
assets.

The definition of strategic human resource management (SHRM) clearly explains
the importance of human resources in the implementation of strategies.

To Attain the Strategic Goals of the Organization:

e Employees need to understand the shared values and objectives of the
organization.

e Alignment of individual and team objectives to the strategic goals of the
organization is required.

e There is a need for engaged, competent and committed workforce.

e Should adopt appropriate strategies for acquisition, maintenance and
development of human resources.

The challenges that organizations generally face in developing people are:

e Integrating people with the strategic goals of the organization.
e Managing employees effectively.

1.4.1 Integrating People with Strategic Goals of Organization

One of the important challenges faced by the present day managers is
integration of people with the strategic goals of the organization. Various HR
functions like recruitment and selection, training and development, compensation
and performance management should focus on aligning the individual goals with
the shared objectives of the organization.
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The next important step in managing people is making them work effectively
as members of the team. Team building increases the effectiveness of an
organization. David McClelland proposed that people have need for achievement,
need for power and need for affiliation. These needs vary from individual to
individual. The leader needs to identify the underlying needs of his subordinates
and drive them towards the goal. The same can be achieved by:

e Shared and agreed upon objectives

e Effective communication

e Coordination among the members

o Utilization of diverse skills, ideas and abilities of the team

e Leadership for channelizing the individuals towards the strategic goals of the
organization by elevating employee motivation and morale

e Engagement interventions

e Facilitating innovation and creativity

Another tool used for Integrating People with Strategic Goals of Organization is
MBO — Management by Objectives.

Management by Objectives is a strategic management model that aims to improve
the performance of the organization by clearly defining objectives that are
mutually agreed by the management and the employees.

Management by Objectives (MBO):

e Serves as an important tool for integrating people with the goals of the
organization.

e Elevates employee performance by collective goal setting and participation
between the superior and subordinate and by aligning the individual with the
organization.

Success of MBO
It is dependent on many factors. Let us identify some of them.

e It requires the employer and the manager to meet regularly and review the
status of the work performed.

e Employees and subordinates should have goal congruence to perform
effectively.

e The objectives of the management should be aligned with the departmental
or functional objectives of the firm.

e According to the results, performance measures are used to modify and
redefine future objectives.
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Example

Let us assume that a firm aims at maintaining an annual retention rate of 90%.

What is the process?

e The HR line manager along with his team would create a plan (sources of
recruitment, selection procedure).

e Each member of the team would set their own goals and provide with the
plan for achieving the same (10% recruits from employee referrals, hold at
least 4 interviews in selection procedure).

e The line manager acts as a facilitator and provides assistance (allocation of
resources, troubleshooting).

e The line manager continuously monitors the performance and provides
feedback.

MBO acts as a tool to be used in performance management system which:

e Evaluates the performance of the employees in the job
e Analyzes the areas of development

e Makes an assessment of the individual strengths and weaknesses of the
employees in the job

Activity 1.1

The shift from manufacturing to service-based industries has made a number
of organizations realize the importance of human assets. One such
organization was UK-based GTY Industries. The company’s HR manager,
Jack Simpson, felt that there are three core tasks that integrate human
resources with strategic management — building, linking and bonding.
Elaborate Simpson’s role as an HR manager under each of these core tasks.

Answer:

1.4.2 Managing Employees Effectively

An organization that plans to constantly innovate and grow should have a capable
leader who can guide it towards strategic goals.
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Strategic goals can be attained through:

e Constant innovation in the services and products offered in the organization
e Demonstration of Entrepreneurship

e Quality improvements in products and services of the organization

Leaders should also empower employees so that they are free to come out with

innovative ideas and practices. According to Peters and Austin (1985)" a leader
with vision, enthusiasm, passion and consistency:

e Is more customer-oriented and attentive to the needs of the customers and
believes in innovation and creativity to tackle competitive pressures.

e Expects quality from employees and hence trains and motivates employees
and involves them in the decision-making process.

The role of HR manager has assumed significance as he/she has to manage people
keeping in view the strategic objectives of the organization. His role includes:

e Creation and maintenance of a work environment where people working in
groups come together for achieving organizational goals

e Goal setting and evaluation and control of the same

e Ensuring proper communication and feedback mechanism in the organization

Exhibit 1.1 throws light on employee engagement during crisis.

Exhibit 1.1: Managing Employees during Crisis

As the world continues its fight against the COVID-19 pandemic during 2020
and 2021, organizations are busy devising strategies for helping employees
steer through these tough times which would, in turn, lessen the negative
impact of COVID-19 on their businesses.

Elements of Crisis Engagement:

e Compassionate Leadership: To help employees and their families
successfully navigate during this hour of crisis.

e Communication: Planned dissemination of information - both formal and
informal.

e Feedback: Virtual workplaces should incorporate collaborative feedback
mechanism for understanding their stakeholders better.

e Building Workforce Competencies: Can be achieved by providing training
on agile methods, honing of skills with Al enabled training platforms to
name a few.

o Digital Facilitation: Infusing the agile working models with the right kind
of technology to promote collaboration and innovation.
Contd....

L Peters, T and Austin, N (1985) A passion for excellence Collins
https://doi.org/10.1177%2F019263658607049129 (accessed on 21/10/2021)
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Organizations need to look at this pandemic as an opportunity to transform
their work places and practices therein and make their workforce competent
and ready to face the transformation that is in store in the post pandemic future.

Source: https://www.tcs.com/perspectives/articles/galvanizing-your-people-amidst-the-global-
pandemic (accessed on 21/10/2021)

Activity 1.2

Chris David, the HR manager of ABC Inc., a US-based software company is
faced with the task of motivating employees to contribute toward the goals of
the organization. Discuss David’s role as an HR manager in an organization’s
efforts to achieve constant innovation and development.

Answer:

Check Your Progress - 1

1. What is it called as development of a consistent, aligned collection of
practices, programs and policies to facilitate the achievement of the
organization’s strategic objectives?

a. SHRM

b. GHRM

c. HRM

d. Organization Development
e. Strategy

2. Which of the following is the inclusive in the concept of leadership according
to Peter and Austin?

a. Vision and consistency

b. Enthusiasm and passion

c. Vision, consistency, enthusiasm and passion
d. Enthusiasm and consistency

e. Vision and passion

3. Who said that people have three important needs in varying proportions —
achievement, power and affiliation?

a. McGregor

b. McClelland

c. Henry Pettigrew
d. David Blanchard
e. Herzberg
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1.5 The Process of Strategic Management

In order to assess the role of human resources in achievement of strategic goals
of the organization, it is important to understand the process of strategic
management. Strategic management refers to the process of formulating and
implementing strategies that will help in aligning the organization and its
environment to achieve organizational objectives.

There are five stages in the strategic management process. They are:

e Defining the mission statement

e Analyzing the environment

o Organizational self-assessment

e Establishing goals and objectives

e Formulating strategy

The organization should focus on all the 5 stages. Let us deal with stage briefly.
1.5.1 Defining the Mission Statement

Every organization should have a mission statement. A mission statement is
generally considered as the guiding principle for businesses. It should tell a
company, its employees, vendors, customers, investors, the goals of the
organization. Essentially, a mission statement defines a company’s values and
outlines its organizational purpose and reasons for existence. Mission statement
is usually restricted to two lines, but it encompasses the basic foundation of the
existence of the organization. For example, the mission statement of Nike is “To
bring inspiration and innovation to every athlete in the world”.

Thus, a company’s vision and mission provide guidelines for general decision-
making.

1.5.2 Analyzing the Environment

This is the second step in the strategic management process. The external
environment comprises the political, economic, social, technological,
environmental and legal framework within which the organization operates and
includes all the stakeholders.

The elements of external environment can be enlisted as:

e Customers

o Competitors

e Suppliers

o Domestic and International Regulatory Authorities like Government
o Financial intermediaries like banks and insurance companies

e Marketing intermediaries like distribution networks and promotion channels
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All the elements of external elements need to be analyzed in the political,
economic, social and legal and technological frameworks to understand the
industry structure and competitive work environment and identify the possible
barriers to entry, growth and expansion strategies and technological changes.

Example

A software company uses PEST (Political, Economic, Social and
Technological) Analysis to identify the determinants that would affect their
HR plans:

Political: Trade barriers that may affect their outsourcing as well as expatriate
management and other International HRM issues

Economic: Effect of alternative trends of boom and recession caused by
business cycles may affect the HR policies

Social: Change in workforce demographics calls for change in all the HR
functions, job redesign, compensation, hiring to name a few

Technological: Upskilling, Reskilling, Downsizing

1.5.3 Organizational Self-Assessment

After analyzing the external environment, the next step for an organization would
be to assess the internal environment. This involves identifying the strengths and
weaknesses of the organization and working on the strengths to overcome the
weaknesses.

Let us now discuss about these organizational resources:

» Financial Assets: Financial assets are the main assets through which other
resources can be acquired, they have a direct impact on the organizations
competitive advantage.

» Physical Assets: Physical resources include the assets owned by the
organization, such as lands, machinery etc. The requirements of physical
assets vary from industry to industry.

» Human Assets: Human resources include the skills, knowledge and capability
of employees that can help organizations gain competitive advantage.

» Technological Resources: These resources include tools, designs, hardware,
software and other processes the organization employs to produce goods.

» Intangible Resources: These sources include patents, intellectual property
rights, brand name and goodwill etc.

Example

The strengths of the HR Department may include a successful branding
strategy, a comprehensive compensation planning, effective attrition
management, to name a few.
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Apart from the above resources, organizations also need to understand the
management systems that guide the day-to-day functioning of the organization.
This includes:

e Culture: Articulation of core values and philosophies that guide day-to-day
activities.

e Organization structure: The process (through which the groups and
departments interact for accomplishment of the organizational goals) can
have an impact on the performance of the employees.

e Power dynamics: The dynamics of power and politics in the organization
can hinder the work, provided there is a misuse of power and authority.

e Decision-making process: Information dissemination, people involved,
method of decision making.

e Analysis of past strategies: An important part of organizational self-
assessment is analysis of past strategy that helps identify the trouble areas and
finds out why a particular strategy was not successful.

e Work systems: Work systems are concerned with the design of the jobs and
the responsibilities that have to be assigned to employees.

1.5.4 Establishing Goals and Objectives

After an organization has assessed the internal and external environment, it has
to set its goals and objectives. These goals and objectives should be:

e Specific: Goals should state what exactly needs to be done

e Measurable: Metrics or data targets need to be used to facilitate evaluation of
the goals

e Attainable: The goals should be realistic and within the scope of
accomplishment

e Relevant: The goals should make sense within the job function

e Time-based: Goals need to be attained within the time framework provided

Setting goals under strict regulations is impractical especially when a business is
operating in highly volatile conditions.

1.5.5 Formulating Strategy

The final step in the strategic management process is formulating the strategy and
deciding on the implementation.

e The HR strategy is to be aligned with the strategy that a company plans to
implement.

e This helps in developing a consistent set of policies and programs and helps
employees to achieve organizational objectives.

10
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Refer to Exhibit 1.2 to understand the same.

Exhibit 1.2: IKEA’s Journey towards Digital Transformation

In 2020, post lockdown, IKEA, the leading home furnishing brand, brought
about changes in its “go-to-market” strategy by coming up with an Omni
Channel Solution.

The digital plan to be implemented was:

e Working on technology backdrop and data architecture
e Enhanced customer experience

e Talent management

e Conducive organizational culture

Implementation Process:

e Simplifying Technology Architecture: By resorting to modular approach
and parallel processing, 3-D modelling of the space, Augmented Reality
Apps to visualize how the product fits into real space and environment,
Virtual Reality to showcase how the space would look like trying different
options. Further, Artificial and Data Intelligence algorithms are used to
elevate conversion rates.

e “Tech-Does-It all” Approach: Coming up with new store formats and
integrating stores into the order fulfillment network for enhanced customer
experience. IKEA makes use of TaskRabbit platform for providing
assistance to the customers to assemble their IKEA furniture.

e Talent Management: Fostering internal talent through continuous training,
acquiring people from outside, partnering with external agencies like
Spacel0- a hub of designers and technologists for providing innovative
solutions.

e Eliminating Digital Islands: By revamping all the functional areas and
harmonious blend of structure with technology along with employee
empowerment autonomy.

Source: https://www.capgemini.com/in-en/research/digital-transformation-review-12th-edition/
barbara-martin-coppola-ikea/2021 (Accessed on 20/10/2021)

The determinants for successful strategy are:

e Organizational structure

e Task design

e Employee training

e Reward system

e Information system

These five factors highlight the importance of HR in strategy implementation.

Therefore, it becomes all the more important to align HR with the strategic goals
of an organization.

11
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An organization involves the top management during strategy formulation.
Strategic management process and HR can be linked in one of these ways:

Administrative linkage is the linkage where the strategic goals of the
organization are not included. The HR department in this case, handles
mostly the administrative work which is otherwise restricted to the
company’s core business needs.

In one-way linkage, the HR department is not a part of the planning process
and is given the plan after it has been developed by the firm’s strategic
business planning function.

Two-way linkages make HR a part of the strategy formulation plan team.
There are three steps in two-way linkages:

o Firstly, the various strategies that the company plans to consider needs to
be brought to the notice of the HR department.

o Secondly, the HR department analyzes the strategies and presents the
results of the analysis to the strategic planning department.

o Subsequently, the HR department develops programs to implement these
strategies. In two-way linkages, the strategic planning units and HR are
interdependent.

Integrative linkage is most effective in strategy formulation and involves the
HR manager in the formulation and implementation of the strategy by
integrating the HR functions.

Check Your Progress - 2

4.

What is a statement called if it defines a company’s values and outlines its
organizational purpose and reasons for existence?

Mission statement

Vision statement

Business policy

Organizational goals

® 2 0 T @

Business principle

HR and strategic management have four important linkages. What is the
linkage called if HR is a part of the strategy formulation team?

One-way linkage

Two-way linkage

Administrative linkage

Integrative linkage

® 2 o0 T @

Personnel linkage

12
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1.6 Value Chain Analysis

The value chain analysis developed by Michael Porter helps in classifying the
various organizational activities that create value to its stakeholders into:

e Five primary activities — inbound logistics, operations, outbound logistics,
marketing and sales and service.

e Four support activities — procurement, technology development, firm’s
infrastructure and human resource management.

All the above-mentioned primary and support activities incur costs. Hence the
organization must ensure that they add value to the company’s product or service.

Let us first discuss each of the primary activities:
» Inbound logistics: Activities related to receiving, storing and distributing raw
materials required for manufacturing of the products

» Operations: Formulation and control of the processes that transform inputs
into finished goods and services.

» Outbound logistics: Distribution of finished goods and services to customers.

» Marketing and sales: Activities related to advertising, promotion and sales
force activities.

» Service: Providing the necessary after sales service support for use and
maintenance.

Let us now look at the support activities:

» Procurement: Purchasing the materials and allocating the same at the right
time and right place.

» Technology development: Utilization of appropriate technologies, processes
and methods.

» Human resource management: Involves recruiting, training and motivating
employees to accomplish the goals of the organization.

» Infrastructure: Includes the structure of the organization, operative and
financial planning and controlling and quality management designed to
support the whole of the value chain.

Porter’s value chain activities do not act independently. They are inter-linked and
actions in one department can affect the activities of the organization as a whole.
If a firm wants to gain a competitive advantage, it has to have a good
understanding of linkages and has to align all these activities properly.

Example

Apple’s primary activities comprise inbound logistics, operations, outbound
logistics, sales and servicing and marketing and its secondary activities include
research and development and human resource management.

13
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1.6.1 HR as a Support Function in Value Chain Analysis

Human resources as a support function of the value chain have gained
considerable significance because of the inter-relationship with the other
departments of the organization.

All HR activities including recruitment, training and development, reward
systems are now linked to the strategic goals of the organization.

For strategy to be successful, it needs the support of employees, particularly
during mergers and acquisitions. If people are not ready to accept the changes,
the organization may find it difficult to implement the strategies effectively.

As a support function in the value chain, HRM provides:
e Equal opportunities for employees

e Emergence of new organizational structures with greater flexibility to
respond to the changes.

e Formation of work teams have with focus on empowerment and autonomy of
work process to facilitate adjustment in the changing business environment.

Thus, the HR department plays an important role in the value chain, as it
integrates itself with technology, infrastructure and other functions of the value
chain.

Exhibit 1.3 illustrates value chain activities of DELL amidst COVID-19
pandemic during 2020 and 2021.

Exhibit 1.3: What’s Next for Dell?

DELL, an American multinational computer technology company, is known
for its value chain activities leading to innovations in supply chain
management. The customer focused and lean approach to supply chain has
helped DELL to have a competitive advantage. The prime value chain
activities of DELL are:

e Segmented approach strategy
e Inventory management objectives
e Working on supplier relationship

Continuing it further amidst COVID-19, DELL nominated the year 2020 for:

e Achieving 100% transparency by adopting standardized global reporting
practices and expects the same from its suppliers.

e Minimize the risk to their supply chains by adopting reshoring or
nearshoring initiatives.

e Portfolio enhancement by including end-to-end IT solutions.

All of these would add to the value chain of Dell.

Source: https://www.thomasnet.com/insights/dell-supply-chain/ (accessed on 24/11/2021)
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Check Your Progress - 3

6. Which of the following is not a primary activity according to the value chain
analysis?
a. Inbound logistics
b. Outbound logistics
c. Operations
d. Human resource management
e. Information systems management

7. Who propounded the value chain theory?

Michael Porter
Fredrick Taylor
Peter Senge
Robert Kaplan
David Blanchard

® o0 T

8. What do you understand by outbound logistics?

Adding value to the company’s product or service
Purchasing the inputs required for manufacturing

c. Receiving, storing and distributing raw materials required for
manufacturing of the products

d. Planning, financial controls and quality management
e. Distributing finished goods and services to customers.

9. Which of the following refers to procurement?

Adding value to the company’s product or service
Purchasing the inputs required for manufacturing

c. Receiving, storing and distributing raw materials required for
manufacturing of the products

d. Planning, financial controls and quality management
e. Distributing finished goods and services to customers

10. Which of the following is not a support activity in value chain analysis
suggested by Michael Porter?

Procurement

Technology development
Human resource management
Infrastructure

Outbound logistics

© 2o T
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1.7 Challenges for HRM

The contribution of HR to organizations is priceless. Yet, meeting organizations
expectations and that of employees is no easy task. Every company, regardless of
its size, industry or location faces five challenges with respect to HR. They are:

>

Global business environment: Need to focus on management of diverse
workforce, cultural compatibility and complexities, legal and political
dimensions.

Profitability through growth: Emphasis on customer orientation, creativity
and innovation, participative decision making, autonomy and free flow of
communication.

Technology: Harness technology for attracting talent, make informed
decisions, focus on vital functions like digital learning and training,
performance management and wellness programs and become a part of the
digital transformation of the organization.

Intellectual capital: Attract, retain and develop human resources who act as
strategic assets.

Adaptability: Effective change management to bring about a fit between the
individual and the organization and the organization and the environment
within the political, economic, social, technological, environmental and legal
framework.

1.8 Summary

16

Strategic human resource management can be defined as “the development
of a consistent, aligned collection of practices, programs and policies to
facilitate the achievement of the organization’s strategic objectives”.

One of the important tasks facing the present day managers is integrating
people with the strategic goals of the organization. Various HR functions can
be developed to align with the goals of the organization.

The role of HR manager has assumed significance as he/she has to manage
people keeping in view the strategic objectives of the organization. This
includes expertise in fostering a work environment where people will be
motivated to work and contribute to organizational goals.

Strategic management refers to the process of formulating and implementing
strategies that will help in aligning the organization and its environment to
achieve organizational objectives.

The five stages in the strategic management process include defining the
mission statement, analyzing the environment, organizational self-
assessment, establishing goals and objectives and formulating strategy.
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e The value chain developed by Michael Porter has five primary activities —
inbound logistics, operations, outbound logistics, marketing and sales and
service. These activities are linked to four support activities — procurement,
technology development, firm’s infrastructure and human resource
management.

e Organizations face several challenges related to global business environment,
profitability through growth, technology, intellectual capital and adaptability.

1.9 Glossary

Inbound Logistics: These are activities related to receiving, storing and
distributing raw materials required for manufacturing of the products, internally.
Inbound logistics includes warehousing, internal stock control and internal
transportation.

Infrastructure: Infrastructure includes the structure of the organization,
planning, financial controls and quality management designed to support the
whole of the value chain.

Management-by-Objectives (MBO): It is a means by which each management
team identifies its key tasks and goals and uses these as a yardstick against which
performance is measured.

Mission Statement: A statement of the role or purpose, by which an organization
intends to serve its stakeholders. It describes what the organization does (current
capabilities), who it serves (stakeholders) and what makes the organization
unique (justification for existence).

Organizational Self-Assessment: Organizational Self-Assessment involves
identifying the strengths and weaknesses of the organization and working on the
strengths to overcome the weaknesses.

Physical Resources: Physical resources include the assets owned by the
organization, such as lands, machinery etc. The requirements of physical assets
vary from industry to industry

Procurement: Procurement means purchasing the inputs required for
manufacturing of the products and making sure that all the departments receive
the products at the right time.

Strategic Human Resource Management: SHRM can be defined as the
development of a consistent, aligned collection of practices, programs and
policies to facilitate the achievement of the organization’s strategic objectives.

Technology Development: Technology development refers to the utilization of
the right technologies and methods for manufacturing the products.

Value-chain Analysis: Strategic management analysis that breaks the firm down
into a sequential series of activities and attempts to identify the value-added by
each activity.

17
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1.10 Self-Assessment Test

Define strategic human resource management.

Organizations generally face two challenges in developing people —
integrating people with the strategic goals of the organization and managing
employees effectively. Explain in detail.

Describe the process of strategic management.

Describe the primary and support activities in value chain developed by
Michael Porter.

Company, regardless of its size, industry or location faces five challenges
with respect to HR. Describe the challenges in brief.

1.11 Suggested Readings/Reference Material

1.

Ananda Das Gupta. Strategic Human Resource Management-Formulating
and Implementing HR strategies for competitive advantage, Productivity,
Taylor & Francis Group, 2020

Armstrong, M, Armstrong's Handbook of Strategic Human Resource
Management. 7th edition, London: Kogan Page, 2020

Dr. Ravi Kumar K. A text book of strategic human resource management -
A guide to action, Notion Press, 2021

Gary Rees, Paul Smith. Strategic Human Resource Management.3rd edition,
SAGE Publications Ltd, 2021

John Storey, Dave Ulrich, Patrick Wright, Strategic Human Resource
Management-A research overview, Routledge, 2020

Ram Charan. Julia Yang. The Amazon Strategic Human Resource
Management, Wiley, 2020

1.12 Answers to Check Your Progress Questions

1.
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(a) Strategic Human Resource management

SHRM is the development of a consistent, aligned collection of
practices, programs and policies to facilitate the achievement of the
organization’s strategic objectives.

(c) Vision, consistency, enthusiasm and passion

According to Peters and Austin, a leader with vision, enthusiasm,
passion and consistency is more customer-oriented and attentive to the
needs of the customers and believes in innovation and creativity to
tackle competitive pressures. The leader also expects quality from
employees.

(b) McClelland

According to McClelland, people have three needs that vary from
individual to individual. They are the need for achievement, the need for
power and the need for affiliation.



5. (b)

6. (d)

9. (b)

10. (e)

Unit 1: Strategic Human Resource Management - An Overview

Mission statement

A mission statement is generally considered as the guiding principle for
businesses. Essentially, it defines a company’s values and outlines its
organizational purpose and reasons for existence.

Two-way linkage

Strategic management process and HR can be linked in one of these
ways - administrative linkages, one-way linkages, two-way linkages and
integrative linkages. Two-way linkages make HR a part of the strategy
formulation plan team.

Human resource management

The value chain developed by Michael Porter has five primary activities
— inbound logistics, operations, outbound logistics, marketing and sales
and service. Human resource management is a support activity in value
chain.

Michael Porter
Value chain theory was propounded by Michael Porter.
Distributing finished goods and services to customers.

Outbound logistics refers to the distribution of finished goods and
services to customers.

Purchasing the inputs required for manufacturing
Procurement refers to purchasing the inputs required for manufacturing.

Outbound logistics is distribution of finished goods and services to
customers. This is primary activity in Value Chain Analysis.
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Importance of Aligning
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Structure

2.1 Introduction

2.2 Objectives

2.3 HR’s Emerging Role in the Formulation and Implementation of Strategy
2.4 Models Integrating Strategy and HR

2.5 Economic Indicators of HRM

2.6 Summary

2.7 Glossary

2.8  Self-Assessment Test

2.9 Suggested Readings/References Material

2.10 Answers to Check Your Progress Questions

“People can become strategic assets because ability to execute strategy well is a
source of competitive advantage and people are [ynchpin of strategy execution.”

- Dave Ulrich

2.1 Introduction

As propounded by Dave Ulrich, people can become strategic assets when the HR
policies, practices and programs facilitate in achievement of the strategic
objectives of the organization.

In the previous unit, strategic human resource management, its process, concept
of value chain analysis and the role of HR functions in the value chain perspective
and challenges facing HRM were discussed.

Organizations are realizing the importance of aligning human resources with
organizational strategies for effective performance and gaining competitive
advantage.

This unit focuses on the relationship between human resources and strategy
explaining the importance of HR’s role in the formulation and implementation of
the strategy. We also cover the models that link HR with strategy and the
economic importance of HR. We also discuss the investment perspective of HR.

2.2 Objectives

After studying this unit, you should be able to:

e Distinguish traditional HR with strategic HR to ascertain competitive
advantage to companies
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o Analyze the role of strategic human resource management to link with
functional areas of human resource management

e Discuss the models integrating strategy and HR for supporting organizational
development

e Discuss human beings as an asset to the organization for linking individual
goals to the goals of the organization

2.3 HR’s Emerging Role in Formulation and Implementation of
Strategy

The field of Human Resource Management (HRM) has changed dramatically
over the last few years. Planners and practitioners who understand these changes
in HRM policies and practices will provide their organizations with a strategic
competitive advantage that would serve as basis for survival and growth. For
strategic HRM to be successful, its goals should be aligned with the strategic
goals of the organization.

Example

As a part of its strategic objective of diversity and inclusion, Microsoft tied its
executive bonuses to diversity hiring goals to reform its hiring practices by
including more women and minorities.

2.3.1 Transition from HRM to Strategic HRM

The changing business environment triggered by the development of new
technology and globalization requires organizations to involve HRM in the
strategic decision-making process.

When done properly, Strategic HRM helps in:

o

» Quality improvement

o

> Elevated productivity

®,

» Improved customer service
% Cost reductions

®,

Human resource strategy can be defined as the set of ideas, policies and practices
that management adopts to achieve the objectives of people management.

With the advent of technology and need for total quality management, there has
been a change in the internal environment of the organization. This calls for
related changes in:

e People

o Tasks

e Processes

o Organization structure

o Leadership of the organization
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Changing role of human resource department:

e Is multi-disciplinary in nature
e Collaborates with all the other functional departments
o Aligns itself with the strategic goals of the organization

e Understands the political, economic, social, technological, environmental
and legal framework

Considering the changed role of HRM, it can now be defined as the integration
of human resource strategy with the strategic needs of the organization.

Example

The Cisco Talent Cloud is an internal HRM technology that has been
developed to guide the strategy and serve the needs of the business in a better
way by providing the managers transparency into the skills and experiences of
70,000 plus employees. This will help managers in project planning, execute
priorities, CRM to name a few across various functional areas.

The 5P model of strategic human resource management clearly identifies various
HR activities that must be aligned with the strategic needs of the business to gain
a competitive advantage.?

These five P’s being:

e Philosophy
e Polices

e Programs

e Practices

e Processes

Human Resource Philosophy: Reflected in:

— Attitude of the top management (values, expectation and practices)
— Organizational vision and mission (scope of business)

— Organizational culture (shared beliefs, behavior patterns, assumptions and
attitudes)

Human Resource Policies: Outlines

— Formal rules and guidelines

— The effect of same on immediate and future success of the business
Human Resource Programs: Include:

Optimum utilization of resources

— Implementation of policies

— Identification and implementation of changes
Troubleshooting

2 RS Schuler, Strategic human resources management: Linking the people with the strategic needs of the
business, in Organizational dynamics, Volumel: Issue 1, 1992
http://dx.doi.org/10.1016/0090-2616(92)90083-Y (accessed on 24/11/2021)
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Human Resource Practices: Include:

— Leadership roles (guide, motivate and train employees)

— Managerial roles (plan, coordinate and organize)

— Operational roles (identify and adopt appropriate methods)

Human Resource Processes: Involve:

— ldentification

— Formulation

— Implementation of HR activities to meet strategic goals of the organization

Example

In order to help its employees with transition into new normal amidst the
pandemic, Microsoft leveraged the power of Microsoft Teams and Microsoft
365 to help their employees who were working in new environment. Other
initiatives of Microsoft in this direction:

e Provided 12-week paid pandemic school and childcare closure leave for
taking care of their children as schools and childcare facilities are closed

e Provided 24*7 COVID-19 medical advisory helpline for employees and
their families

e Offered policy of work-from-anywhere

Activity 2.1

Retailos is a large grocery store operating in Central America. Taking into
account both competitive pressures and new customer habits and preferences,
the team saw the need to change to a high-quality, customer driven business.
Under the guidance of senior vice president, Human Resources, Robert Gates
(Gates), the firm developed a HR philosophy that the employee is a valuable,
long-term source of competitive advantage and that all efforts would be made
to provide exciting jobs, promotion opportunities and retraining as needed.
Taking the 5P model as the base, Gates linked the people with the strategic
needs of the business. In this context, explain the importance of the 5P model
for the organization.

Answer:

2.3.2 Traditional HR vs. Strategic HR

While traditional HR activities were administrative in nature, strategic HR
activities are concerned with the empowerment of the employees. Table 2.1
illustrates the differences between strategic and traditional HR.
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Table 2.1: The Main Differences between Strategic and Traditional HRM

Basis Traditional HRM Strategic HRM
Structure Structured and Rigid Flexible and adoptive
Leadership Controlling Participative and Team

building
Scope Limited to formulation of Inter-disciplinary in nature
stand-alone HR policies
Change Slow and fragmented Proactive and Systematic
Nature Transactional with focus on | Transformative with focus on
routine activities restructuring and
reengineering of the process
Time Period Short-Term Long-Term
Ideology People are instrumental for | People are treated as strategic
achieving the HR objectives | assets for achieving
competitive advantage

2.3.3 Roles of Strategic Human Resource Management (SHRM)

Definition of SHRM:

Schuler R.S., (1992), defined SHRM as “All those activities affecting the
behavior of individuals in their efforts to formulate and implement the strategic
needs of business.”

Storey defined SHRM as "A distinctive approach to employment management
which seeks to achieve competitive advantage through the strategic deployment
of a highly committed and capable workforce using an array of cultural, structural
and personnel techniques."

Strategic Human Resource Management (SHRM) links HR with other functional
areas of the organization. The major roles of Strategic HRM in an organization
are given below:

Strategic role: Involves

— Formulating business decisions

— Training employees to serve customers better

— Translating corporate strategy into a human resource strategy

Information and decision-making role: Requires

— Dissemination of information across all levels and functional areas

— Relative position of the firm

— Basic forces of work

— Communicating about best practices

Strategic HR functional role: Involves

— Formulation

— Implementation

— Evaluation and control of operational plans
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Administrative role: Involves

— Implementation of policies and procedures
— Improve upon administrative system

Development role: Includes

— ldentifying performance gaps
— Designing training and development programs

2.3.4 Barriers to SHRM

While adoption of SHRM offer various advantages for a variety of reasons, many
organizations have not adopted SHRM. The main reasons for not adopting SHRM
are:

» Focus on short-term performance: The organizations which ignore the
importance of long term investments in people fail to adopt SHRM.

» Lack of technical knowledge: Some organizations do not possess the
necessary knowledge about the other functional areas, thus making it difficult
for them to adopt SHRM.

» Lack of strategic perspective: The organizations which adopt an
administrative rather than strategic view about HR department, fail to
embrace SHRM.

» Difficulty in quantifying: Some organizations which find it difficult to
guantify the variables of HR activities, fail to adopt SHRM.

» Apprehensions toward employee training: Fear of losing employees to the
competitors may inhibit organizations from adopting SHRM.

» Resistance to change: Many organizations may fail to adopt SHRM due to
resistance to change that they encounter because of fear for unknown,
technical and economic obsolescence.

Activity 2.2

Harvard Griffith (Griffith), the HR manager of a large pharmaceutical
company, planned to implement changes in the organization to make its
operations more effective. These changes included implementation of
technological systems, introduction of work teams and so on. However, while
implementing these changes, he was cautioned by the higher management that
there would be certain barriers in implementation. What are the barriers that
Griffith would have to overcome to implement effective HRM practices?

AnNswer:
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.|
Check Your Progress - 1

1. Which of the following relates to the strategic HR?

a.

b
C.
d.
e

It is transformational in nature and acts as a change agent ensuring that
the new organizational systems and structures help employees achieve
their goals.

Changes are slow and fragmented.

It does not interact with other departments of the organization.
It is transactional in nature.

It does not regard people as intellectual assets.

2. Which of the following roles of SHRM selects, designs, plans and
implements appraisal systems for employees?

® o o T ®

Strategic role

Administrative role

Information and decision-making role
Strategic HR functional role

Strategic marketing management role

3. Which of the following is not a barrier to the implementation of strategic HR?

a.
b.

o

d.
e.

Focus on short-term performance

Lack of technical knowledge

Difficulty in quantifying human resources

View people as a source of competitive advantage
Apprehensions toward training people

4. Inthe 5P Model of human resources, what refers to an organization’s attitude
towards its human resources, the way they should be treated and the role they
play in the success of a business?

a.

® o o o

Policies
Practices
Processes
Philosophy
Program

2.4 Models Integrating Strategy and HR

Effective HR programs and policies are essential for supporting organizational
development. HRM plays an important role in influencing business strategy.
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The HR functions have been aligned with the strategic goals of the organization.
Let us understand it better with these following models that depict the relationship
between HR and strategy:

e Model of Best Practice

e Model of Strategic Change
2.4.1 Model of Best Practice

Tyson and Doherty® have developed the model of best practice that helps in
analyzing the best practices that a business can adopt according to its
requirements. These outcomes are based at three levels. They are:

» Strategic level: HR department needs to frame policies that can be
integrating with other functional areas in line with the strategic goals.

» Operational level: Competencies need to be created for achieving
competitive advantage by having comprehensive recruitment, development
and retention strategies.

» Business process level: Fair operational policies free of bias in consultation
with employees and all other stakeholders.

The three levels discussed above are important for achieving the desired
outcomes. At each level, the HR needs to identify and develop the best practices
which are cost effective in terms of time, effort and money. These outcomes differ
according to the type of the business and the needs of the organization.

The model of best practice is appraised in terms of:

» Effectiveness: Extent of importance attached to the organizational
objectives.

» Efficiency: Extent of accomplishment of the objectives in a cost effective
way.

Example

Take for instance the practice adopted by TCS. The transition to cloud
technologies comes with a new challenge in terms of creation of workforce
agility and collaborative ecosystems. The Human Capital (HC) practice of TCS
addresses this issue by providing HR Transformation Facilitation to elevate the
employee experience by employing people analytics that aid in HR service
delivery by optimizing organizational design and technology transformation
for accomplishment of talent strategy.

3 https://link.springer.com/chapter/10.1007/978-3-322-84526-9_2 (accessed as on 21/10/2021)
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Models of strategic change can best be defined as the possible adjustments in the
vision, mission and objective of an organization towards achieving specific goals
to provide competitive advantage as well as synergy.

2.4.3 Models Integrating Strategic Change and Human Resource
Management

There are many models that explain the concept of strategic change can be
integrated with HRM. Some of the models are discussed below.

1. Harvard University had developed a flexible model that integrated strategic
change with HRM called “The Map of HRM Territory”. According to this
model, while developing HRM strategies,

= QOrganizations have to realize the legitimate interests of all its
stakeholders.

= Their interests have to be aligned with the human resource strategy and
the business strategy.

2. On the basis of the Harvard Model, Guest* has developed a set of propositions
that can help researchers to create more effective organizations. The model
has four basic propositions:

= Strategic integration: Ability of the organization to integrate HRM
functions of acquisition, maintenance and development of human
resources with its strategic plans and strategic decision making process.

= High commitment: Better engagement models to elevate individual
commitment towards organizational goals.

= High-quality: Adherence to standards for improving their goods and
services.

= Flexibility: Ability to respond and bring about an organizational fit in the
changing business environment.

These four propositions help provide a link between the objectives of HRM,
policies and organizational outcomes.

3. Hendry and Pettigrew® developed an integrative approach that integrates all
the modes of HRM like staffing, recruitment and training called “Model of
strategic change and human resource management”. The model:

= Aligns the HR functions in line with the internal and external forces.

= Explores the implications of employee relations on various approaches
of strategic management.

4 Human Resource Management and the American Dream,' Journal of Management Studies, Vol.27, No 4, pp.
377-397, 1990 https://doi.org/10.1111/j.1467-6486.1990.th00253.x (accessed as on 21/10/2021)

5 Human Resource Management: An agenda for the 1990's, in International Journal of Human Resource
Management, Vol. 1, No 1 (1990)

http://dx.doi.org/10.1080/09585199000000038 (accessed on 20/10/2021)
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4. 1n 1992, Storey’s® model called the “Ideal Type” explored how organizations
are being transformed from personnel to HRM.
Classified the differences on the basis of:
= Beliefs and assumptions (about tasks, nature of relations)

= Strategic concepts (corporate planning, SBU planning, evaluation and
control)

= Line management (managerial and behavioral skills)

= Key levers (HR functions like recruitment, selection, training and
development, compensation management to name a few)

Example

The initiative taken by Microsoft to move its employee portal to SharePoint
Online. Microsoft has voyaged its internal Human Resources portal to the
cloud, a crucial step in its current companywide digital makeover. HRweb, as
it is called, this portal seems to be the second busiest at Microsoft and
exemplifies the last major internal employee portal that has moved to the cloud.
This transition has changed the employees experience as they engage with the
HR by smarter personalized information and better search results.

All the above-mentioned models bring out the importance of HRM in the
formulation of organi