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Introduction

This book describes the essential features of human resource management (HRM). The aim is
to provide practitioners and students with a succinct picture of the key processes and activities
involved in managing people. The practical approaches to HRM described in the book are
backed up with evidence from research. Critical evaluations are included for the following key
HRM theories and concepts:

® HRM itself;

® the role of HR business partner;
® strategy;

® strategic HRM;

® the resource-based view;

® the choice between best practice and best fit;
® bundling;

® human capital measurement;

® motivation theory;

® emotional intelligence;

® the flexible firm;

® the learning organization;

® financial rewards.

Underpinning philosophy

The philosophy underpinning this book was well-expressed by Schneider (1987). He wrote that:
‘Organizations are the people in them... people make the place’ His point was that:
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Attraction to an organization, selection by it, and attrition from it yield particular kinds
of persons in an organization. These people determine organizational behaviour...
Positive job attitudes for workers in an organization can be expected when the natural
inclinations of the persons there are allowed to be reflected in their behaviours by the
kinds of processes and structures that have evolved there.

HRM has to serve the interests of the business but it must also be concerned with the interests
of the people in the business. A stakeholder approach is adopted throughout the book. In
accordance with the views of Freeman (1984), management, and this includes HR specialists,
must satisfy a variety of constituents comprising employees, customers and the community at
large as well as shareholders or, in the public or voluntary sectors, those who have the ultimate
responsibility for what the organization does.

There is an important ethical dimension to HRM. As Boxall et al (2007) point out: ‘While
HRM does need to support commercial outcomes (often called “the business case”), it also
exists to serve organizational needs for social legitimacy’ This means exercising social respon-
sibility, or in other words being concerned for the interests (well-being) of employees and
acting ethically with regard to the needs of people in the organization and the community.

Plan of the book

The book is dived into four Parts and an Appendix.

Part | Human Resource Management

Part I deals with the fundamentals of HRM. It starts with a general review of the practice of
HRM. It continues with a description of the processes that provide guidelines on the direction,
scope and application of HRM, namely strategic HRM and HR policies and procedures. The
need to base HRM decisions on data and information relating to the use and development of the
organization’s human capital is dealt with in Chapter 4, and the associated topic of knowledge
management — increasing organizational capability by sharing the wisdom, understanding and
expertise accumulated in a business about its processes, techniques and operations — is covered
in Chapter 5. The requirement for organizations to conduct their business in an ethical way,
taking account of the social, environmental and economic impact of how they operate, and
going beyond compliance, is emphasized in Chapter 6. The final chapter of Part 1 recognizes
that organizations operate in a global context, and explores the particular factors that affect
international HRM.
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Part Il Organizations and people

Part II recognizes that HRM takes place within the context of organizations, in which the way
people behave and how the organizations of which they are members function will govern
HRM policy and practice. It also deals with the concept of employee engagement, which is
becoming increasingly prominent in people management, but which is often presented as
a mantra without being properly understood. Chapter 9 examines the concept in detail by
reference to recent research.

Part [l HRM practice

This is the heart of the book. It deals with:
® the basic HRM activities of competency-based HRM, job/role analysis and design;
® people resourcing;
® [earning and development;
® managing performance;
® reward management;
® employee relations;

® providing for the well-being of employees.

Part IV People management skills

The activities described in Part IV all require people management skills from line managers as
well as HR specialists. The following skills are covered in this part:

® managing change;

® Jeadership;

® selection interviewing;

® performance management;
® learning and development;
® managing conflict;

® handling people problems.

Appendix HRM research methods

This appendix describes the approaches and techniques used in conducting HRM research
projects.
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The Practice of
Human Resource Management

Key concepts and terms

HR processes Strategic business partner

® Business partner ® IR strategies

® Centre of expertise ® HR system

® Commitment ® Human resource management
® Contingency theory ® Humanism

® Hard HRM ® Mutuality

® HR philosophy ® Organizational capability

® HR policies ® Shared service centre

® HR practices ® Soft HRM

(] ([ ]

[ ] ([ ]

HR programmes Strategic integration

Learning outcomes

On completing this chapter you should be able to define these key concepts. You should
also understand:

® The meaning and aims of human The ethical dimension of HRM
resource management (HRM)

® That HRM in practice is highly
diverse

The impact of HRM on performance
The HRM role of line managers
The role of the HR function

® How HRM functions as a system
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Introduction
The practice of Human Resource Management (HRM) is concerned with all aspects of how
people are employed and managed in organizations. It covers activities such as:

® strategic HRM;

® human capital management;

® knowledge management;

® organization development;

® resourcing (human resource planning, recruitment and selection, and talent
management);

® performance management;
® learning and development;
® reward management

® employee relations;

employee well-being.

HRM can be described as a strategic, integrated and coherent approach to the employment,
development and well-being of the people working in organizations. It has a strong conceptual
basis drawn from the behavioural sciences and from strategic management, human capital and
industrial relations theories. This foundation has been built with the help of a multitude of
research projects.

The aims of this chapter are to provide a general introduction to the practice and underpinning
concepts of HRM and to outline the HRM roles of line managers and the Human Resources
(HR) function.

The philosophy of HRM

As originally conceived by the pioneers in the 1980s, the concept of HRM was based on a
philosophy which was fundamentally different from the personnel management practices of
the time. Beer et al (1984) believed that “Today, many pressures are demanding a broader,
more comprehensive and more strategic perspective with regard to the organization’s human
resources... These pressures have created a need for a longer-term perspective in managing
people and consideration of people as potential assets rather than merely a variable cost’

Beer and his colleagues (the Harvard school) were the first to underline the HRM tenet that
it belongs to line managers. They suggested that HRM has two characteristic features, first,
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that line managers accept more responsibility for ensuring the alignment of competitive
strategy and HR policies, and second, that HR has the mission of setting policies that govern
how HR activities are developed and implemented in ways that make them more mutually
reinforcing.

Fombrum et al (1984) held that HR systems and the organization structure should be managed
in a way that is congruent with organizational strategy.

A full explanation of HRM philosophy by Legge (1989) stated that HRM consists of the follow-
ing propositions:

That human resource policies should be integrated with strategic business planning and
used to reinforce an appropriate (or change an inappropriate) organizational culture,
that human resources are valuable and a source of competitive advantage, that they
may be tapped most effectively by mutually consistent policies that promote commit-
ment and which, as a consequence, foster a willingness in employees to act flexibly in
the interests of the adaptive organization’s’ pursuit of excellence.

The philosophy underpinning this notion of HRM provided a new vision which was strongly
criticized by many commentators during the 1990s (see the critical evaluation of HRM at the
end of this chapter). It was supposed to be substantially different from old-fashioned personnel
management, a term which has virtually disappeared since then, although in some quarters the
term ‘people management’ has been adopted, possibly by those who dislike the connotations of
‘human resources’ with its apparent emphasis on exploitation and treating people as factors of
production. However, whether it is called human resource management or people manage-
ment, the essential nature of the ways in which organizations manage and relate to their
employees has not always changed significantly from that of personnel management, although
new techniques may have been introduced. In 2000 I asked the question “The name has changed
but has the game remained the same?’ and answered it with a broad affirmative.

A more recent and less philosophical reference to HRM was made by Boxall et al (2007), who
defined it as “The management of work and people towards desired ends’

The purpose of HRM

The overall purpose of HRM (or people management) is to ensure that the organization is able
to achieve success through people. HRM aims to increase organizational effectiveness and
capability - the capacity of an organization to achieve its goals by making the best use of the
resources available to it. Ulrich and Lake (1990) remarked that ‘HRM systems can be the source
of organizational capabilities that allow firms to learn and capitalize on new opportunities. The
following policy goals for HRM were suggested by David Guest.
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Policy goals of HRM

1. Strategic integration: the ability of the organization to integrate HRM issues into its
strategic plans, ensure that the various aspects of HRM cohere, and provide for line
managers to incorporate an HRM perspective into their decision making.

2. High commitment: behavioural commitment to pursue agreed goals, and
attitudinal commitment reflected in a strong identification with the enterprise.

3. High quality: this refers to all aspects of managerial behaviour which bear directly
on the quality of goods and services provided, including the management of
employees and investment in high-quality employees.

4. Flexibility: functional flexibility and the existence of an adaptable organization
structure with the capacity to manage innovation.

Source: Guest (1991).

The policy goals for HRM identified by Caldwell (2001) included managing people as assets
which are fundamental to the competitive advantage of the organization, aligning HRM poli-
cies with business policies and corporate strategy, and developing a close fit of HR policies,
procedures and systems with one another.

HRM also has an ethical dimension, which means that it expresses its concern for the rights
and needs of people in organizations through the exercise of social responsibility.

The diversity of HRM

There are no universal characteristics of HRM. Many models exist, and practices within
different organizations are diverse, often only corresponding to the conceptual version of HRM
in a few respects. Boxall et al (2007) remarked that ‘Human resource management covers a
vast array of activities and shows a huge range of variations across occupations, organizational
levels, business units, firms, industries and societies.

A distinction was made by Storey (1989) between the ‘hard’ and ‘soft’ versions of HRM.
The hard version of HRM emphasizes that people are important resources through which
organizations achieve competitive advantage. These resources have therefore to be acquired,
developed and deployed in ways that will benefit the organization. The focus is on the quantita-
tive, calculative and business-strategic aspects of managing human resources in as ‘rational” a
way as for any other economic factor.



The Practice of Human Resource Management 11|

The soft version of HRM has its roots in humanism - an approach devoted to human interests
which views people as responsible and progressive beings. It also trace its origins to the human
relations school, as founded by Elton Mayo (1933), which believed that productivity was
directly related to job satisfaction and that the output of people will be high if they like their
co-workers and are given pleasant supervision. But this is a fairly remote connection. Soft
HRM as described by Storey (1989) involves ‘treating employees as valued assets, a source of
competitive advantage through their commitment, adaptability and high quality (of skills, per-
formance and so on)’ The emphasis is on the need to gain the commitment - the ‘hearts and
minds’ - of employees through involvement, communications, leadership and other methods
of developing a high-commitment, high-trust organization. It was advocated by, among others,
Walton (1985), who focused attention on his principle of ‘mutuality’ (a state that exists when
management and employees are interdependent and both benefit from this interdependency)
and the move from control to commitment. Attention is also drawn to the key role of organ-
izational culture.

It has, however, been observed by Truss (1999) that ‘even if the rhetoric of HRM is soft, the
reality is often hard, with the interests of the organization prevailing over those of the indi-
vidual’ And research carried out by Gratton et al (1999) found that in the eight organizations
they studied, a mixture of hard and soft HRM approaches was identified. This suggested to the
researchers that the distinction between hard and soft HRM was not as precise as some com-
mentators have implied.

But as Dyer and Holder (1998) emphasized, ‘HRM goals vary according to competitive choices,
technologies or service tangibles, characteristics of their employees (eg could be different for
managers), the state of the labour market and the societal regulations and national culture, and
Boxall et al (2007) noted that “The general motives of HRM are multiple’

HRM as a system

In its traditional form, HRM, as pointed out by Boselie et al (2005), can be viewed as ‘a collec-
tion of multiple discrete practices with no explicit or discernible link between them’ In contrast
‘the more strategically minded systems approach views HRM as an integrated and coherent
bundle of mutually reinforcing practices. Kepes and Delery (2007) comment that a defining
characteristic of HRM is that HRM systems and not individual HRM practices are the source
of competitive advantage: ‘Coherent and internally aligned systems form powerful connections
that create positive synergistic effects on organizational outcomes’

As illustrated in Figure 1.1, an HRM system brings together HR philosophies which describe
the overarching values and guiding principles adopted in managing people, HR strategies
which define the direction in which HRM intends to go, HR policies which provide guidelines
defining how these values, principles and strategies should be applied and implemented in
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specific areas of HRM, HR processes which comprise the formal procedures and methods used
to put HR strategic plans and policies into effect, linked HR practices which consist of the
approaches used in managing people, and HR programmes which enable HR strategies,

policies and practices to be implemented according to plan.

The context of HRM

HRM processes take place within the context of the internal and external environments of
the organization. In line with contingency theory, these exert considerable influence on the

decision over which HR practices are adopted.
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The external environment

The external environment consists of social, political, legal and economic developments and
competitive pressures. Global competition in mature production and service sectors is increas-
ing. This is assisted by easily transferable technology and reductions in international trade
barriers. Customers are demanding more as new standards are reached through international
competition. Organizations are reacting to this competition by becoming ‘customer focused,
speeding up response times, emphasizing quality and continuous improvement, accelerating
the introduction of new technology, operating more flexibly and ‘losing cost’. The pressure has
been for businesses to become ‘lean and mean, downsizing and cutting out layers of manage-
ment and supervision. They reduce permanent staff to a core of essential workers, increase the
use of peripheral workers (subcontractors, temporary staff) and ‘outsource’ work to external
service providers. These pressures can be considerable in an economic downturn such as the
one beginning in 2008.

The internal environment

The following aspects of the internal environment will affect HR policy and practice:

® the type of business or organization - private, public or voluntary sector; manufacturing
or service;

® the size of the organization;
® the age or maturity of the organization;

® the technology or key activities of the business will determine how work is organized,
managed and carried out;

® the type of people employed, such as professional staft, knowledge workers, technicians,
administrators, production workers, and sales and customer service staff;

® the financial circumstances of the organization, especially in economic downturns;

® the organization’s culture - the established pattern of values, norms, beliefs, attitudes and
assumptions which shape the ways in which people behave and things get done;

® the political and social climate.

Contingency theory

Contingency theory tells us that definitions of HR aims, policies and strategies, lists of activities,
and analyses of the HRM roles of line managers and the role of the HR function are valid only
if they are related to the situation of the organization in its environment. Karen Legge (1978)
in her influential book Power, Innovation and Problem Solving in Personnel Management was
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the first commentator to insist that a contingent approach should be adopted: that is, ‘the design
and implementation of policy that matches, or is contingent upon specified organizational
requirements and circumstances.

As Paauwe (2004) explained, ‘Contingency theory states that the relationship between the
relevant independent variables (eg HRM policies and practices) and the dependent variable
(performance) will vary according to the influences such as company size, age and technology,
capital intensity, degree of unionization, industry/sector ownership and location’

Contingency theory is associated with the concept of fit — the need to achieve congruence
between an organization’s HR strategies, policies and practices, and its business strategies,
within the context of its external and internal environment.

The ethical dimension

As Boxall et al (2007) point out, ‘While HRM does need to support commercial outcomes (often
called “the business case”), it also exists to serve organizational needs for social legitimacy’ This
means exercising social responsibility, or in other words being concerned for the interests
(well-being) of employees and acting ethically with regard to the needs of people in the organ-
ization and the community.

Within the organization the requirement is to:

® Treat people equally in terms of the opportunities for employment, learning and develop-
ment provided for them.

® Treat people according to the principle of procedural justice (Adams, 1965; Leventhal,
1980): that is, the ways in which people are managed are fair, consistent, transparent, and
properly consider the views and needs of employees.

® Treat people according to the principles of distributive justice (Adams, 1965; Leventhal,
1980): in other words, rewards are distributed to them according to their contribution
and they receive what was promised to them.

® Treat people according to the principles of natural justice: individuals should know
the standards they are expected to achieve and the rules to which they are expected to
conform, they should be given a clear indication of where they are failing or what rules
have been broken, and except in cases of gross misconduct, they should be given a chance
to improve before disciplinary action is taken.

® Treat people with respect.
® Avoid treating people as mere factors of production.

® Be concerned with the well-being of employees as well as the pursuit of commercial gain.
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® Offer as much security of employment as possible.

® Provide a working environment that protects the health and safety of employees and
minimizes stress.

® Act in the interests of providing a reasonable balance for employees between their life
and their work.

® Protect employees against harmful practices at work, such as bullying, harassment and
discrimination.

The impact of HRM on performance

As Guest (1997) argues, ‘The distinctive feature of HRM is its assumption that improved per-
formance is achieved through the people in the organization’ If, therefore, appropriate HR
policies and processes are introduced, it can also be assumed that HRM will make a substantial
impact on firm performance.

The Holy Grail sought by many HRM researchers is to establish that HRM practices demon-
strably cause improvements in organizational performance. HR practitioners too would like
to be able to justify their existence by saying to their bosses and their colleagues that this is
the case. Much research has been carried out over the last decade or so, most of which at shows
that there is a link between good HRM practice and firm performance. Examples are given in
Table 1.1.

How HRM practices make an impact is summarized in Table 1.2.

The HRM role of line managers

On the basis of their research, Guest and King (2004) noted that ‘better HR depended not so
much on better procedures but better implementation and ownership of implementation by
line managers.

As pointed out by Purcell et al (2003), high levels of organizational performance are not
achieved simply by having a range of well-conceived HR policies and practices in place. What
makes the difference is how these policies and practices are implemented. That is where the
role of line managers in people management is crucial: “The way line managers implement and
enact policies, show leadership in dealing with employees and in exercising control come
through as a major issue’ Purcell et al noted that dealing with people is perhaps the aspect of
their work in which line managers can exercise the greatest amount of discretion, and they
can misuse that discretion by not putting HR’s ideas into practice. As they point out, it is line
managers who bring HR policies to life.
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Table 1.1 Research on the link between HRM and firm performance

Researcher(s)

Huselid (1995)

Methodology

Analysis of the responses of 968
US firms to a questionnaire
exploring the use of high-
performance work practices.

Outcomes

Productivity is influenced by employee
motivation; financial performance is
influenced by employee skills,
motivation and organizational
structures.

Patterson et al
(1997)

The research examined the link
between business performance
and organizational culture and
the use of a number of HR
practices.

HR practices explained significant
variations in profitability and
productivity (19 per cent and 18 per
cent respectively). Two HR practices
were particularly significant: (1) the
acquisition and development of
employee skills and (2) job design
including flexibility, responsibility
and variety.

practices such as team working,
appraisal, job rotation, broad-
banded grade structures and
sharing of business information
in UK aerospace
establishments.

Appelbaum Study of the impact of high- HPWSs produced strong positive
et al (2000) performance work systems effects on performance. They are
(HPWSs) in 44 manufacturing | associated with workshop practices
facilities — over 4,000 employees | that raise the levels of trust, increase
were surveyed. workers’ intrinsic reward from work
and thereby enhance organizational
commitment.
Guest et al The Future of Work Survey A greater use of HR practices is
(2000) covered 835 private sector associated with higher levels of
organizations. Interviews were | employee commitment and
carried out with 610 HR contribution and is in turn linked to
professionals and 462 chief higher levels of productivity and
executives. quality of services.
Thompson A study of the impact of The number of HR practices and the
(2002) high-performance work proportion of the workforce covered

appeared to be the key differentiating
factor between more and less
successful firms.
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Table 1.1  continued
Researcher(s) ‘ Methodology Outcomes
West et al Research conducted in 61 UK | An association between certain HR
(2002) hospitals obtaining information | practices and lower mortality rates was

on HR strategy, policy and
procedures from chief
executives and HR directors
and mortality rates.

identified. As noted by Professor West,
‘If you have HR practices that focus on
effort and skill; develop people’s skills;

encourage co-operation, collaboration,

innovation and synergy in teams for
most, if not all employees, the whole
system functions and performs better’

Purcell et al
(2003)

A University of Bath
longitudinal study of 12
companies to establish how
people management impacts on
organizational performance.

Policy and practice implementation
(not the number of HR practices
adopted) is the vital ingredient in
linking people management to
business performance and this is
primarily the task of line managers.

A further factor affecting the role of line managers is their ability to do the HR tasks assigned
to them. People-centred activities such as defining roles, interviewing, reviewing performance,
providing feedback, coaching, identifying learning and development needs, and dealing with
capability and conduct problems all require special skills. Some managers have them: many
do not.

Hutchinson and Purcell (2003) made the following recommendations on how to improve the
quality of the contribution line managers make to people management.

® Provide them with time to carry out their people management duties which are often
superseded by other management duties.

® Select them carefully with much more attention being paid to the behavioural com-
petencies required.

® Support them with strong organizational values concerning leadership and people
management.

® Encourage the development of a good working relationship with their own managers.

® Ensure they receive sufficient skills training to enable them to perform their people
management activities such as performance management.
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Table 1.2 'The HR practices that impact on performance

HR practice area How it impacts

Attract, develop and
retain high-quality
people

Match people to the strategic and operational needs of the
organization. Provide for the acquisition, development and
retention of talented employees, who can deliver superior
performance, productivity, flexibility, innovation, and high
levels of personal customer service, and who ‘fit’” the culture and
the strategic requirements of the organization.

Talent management

Ensure that the talented and well-motivated people required by
the organization are available to meet present and future needs.

Job and work design

Provide individuals with stimulating and interesting work, and
give them the autonomy and flexibility to perform these jobs
well. Enhance job satisfaction and flexibility to encourage high
performance and productivity.

Learning and
development

Enlarge the skill base and develops the levels of competence
required in the workforce. Encourage discretionary learning
which happens when individuals actively seek to acquire the
knowledge and skills that promote the organization’s objectives.
Develop a climate of learning - a growth medium in which
self-managed learning as well as coaching, mentoring and
training flourish.

Manage knowledge
and intellectual capital

Focus on organizational as well as individual learning, and
provide learning opportunities and opportunities to share
knowledge in a systematic way. Ensure that vital stocks of
knowledge are retained and improve the flow of knowledge,
information and learning within the organization.

Increase engagement,
commitment
and motivation

Encourage productive discretionary effort by ensuring that
people are positive and interested in their jobs, that they are
proud to work for the organization and want to go on working
there, and that they take action to achieve organizational and
individual goals.

Psychological contract

Develop a positive and balanced psychological contract which
provides for a continuing, harmonious relationship between the
employee and the organization.

High-performance
management

Develop a performance culture which encourages high
performance in such areas as productivity, quality, levels of
customer service, growth, profits, and ultimately the delivery of
increased shareholder value. Empower employees to exhibit the
discretionary behaviours most closely associated with higher
business performance, such as risk taking, innovation, and
knowledge sharing of knowledge and establishing trust between
managers and their team members.
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Table 1.2  continued
HR practice area ‘ How it impacts

Reward management Develop motivation and job engagement by valuing people in
accordance with their contribution.

Employee relations Develop involvement practices and an employee relations
climate which encourages commitment and cooperation.

Working environment Develop ‘the big idea’ (Purcell et al, 2003): that is, a clear vision
— core values, leadership, | and a set of integrated values. Make the organization ‘a great
work-life balance, place to work’

managing diversity,
secure employment

It can be added that better implementation and better ownership by line managers of HR
practices is more likely to be achieved if:

® the practice demonstrably benefits them;

® they are involved in the development and, importantly, the testing of the practices;
® the practice is not too complicated, bureaucratic or time-consuming;

® their responsibilities are defined and communicated clearly;

® they are provided with the guidance, support and training required to implement the
practice.

The role of the HR function
Overall role of the function

The role of the HR (human resources) function is to take initiatives and provide guidance,
support and services on all matters relating to the organization’s employees. Essentially, the HR
function is in the delivery business - providing the advice and services that enable organiza-
tions to get things done through people.

The function ensures that HR strategies, policies and practices are introduced and maintained
which enhance the employment relationship (how employers and employees work together
and get on with one another), develop a positive psychological contract (the set of reciprocal
but unwritten expectations which exist between individual employees and their employers)
and cater for everything concerning the employment, development and well-being of people
and the relationships that exist between management and the workforce. It plays a major part
in the creation of an environment that enables people to make the best use of their capacities,
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to realize their potential to the benefit of both the organization and themselves, and by improv-
ing the quality of working life, to achieve satisfaction through their work.

Increasingly the role of the HR function is seen to be business-oriented - adding value and
helping to achieve sustained competitive advantage. As such it contributes to the formulation
of business strategy by ensuring that people issues affecting developments and performance
are properly considered. This may involve bringing attention to the people issues related to new
business development, expansion and takeovers, especially those concerning the availability of
talent and making good use of it. The function contributes to the achievement of the business
strategy by ensuring that the talented people required are available, and that high levels of per-
formance are engaged and maintained.

This is the policy line taken by the Chartered Institute of Personnel and Development (CIPD),
but one of the issues explored by Francis and Keegan (2006) is the tendency for a focus on busi-
ness performance outcomes to obscure the importance of employee well-being in its own right.
As Ulrich and Brockbank (2005a) point out, ‘caring, listening to, and responding to employees
remains a centrepiece of HR work’ Members of the HR function have to be aware of the ethical
dimensions of their activities.

Organization of the HR function

The popular ‘three-legged stool’ model for the organization of the HR function as originated by
Ulrich (1998) divided it into the following parts:

® Centres of expertise: these specialize in the provision of high-level advice and services on
key HR activities. The CIPD survey on the changing HR function (CIPD, 2007) found
that they existed in 28 per cent of respondents’ organizations. The most common exper-
tise areas were training and development (79 per cent), recruitment (67 per cent), reward
(60 per cent) and employee relations (55 per cent).

® Strategic business partners: these work with line managers to help them reach their goals
through effective strategy formulation and execution (Ulrich and Brockbank, 2005b).
They are often ‘embedded’ in business units or departments.

® Shared service centres: these handle all the routine ‘transactional’ services across the
business. These include such activities as recruitment, absence monitoring, and advice
on dealing with employee issues such as discipline and absenteeism.

This Ulrich model has attracted a great deal of attention, but the CIPD 2007 survey found that
only 18 per cent of respondents had implemented all three legs, although 47 per cent had im-
plemented one or two elements, with business partners being the most common (29 per cent).
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The role of HR practitioners

The roles of HR practitioners vary widely according to the extent to which they are generalist
(with titles such as HR director, HR manager, business partner), or specialist (such as head of
learning and development, head of talent management, head of reward), the level at which they
work (strategic, executive or administrative) the needs of the organization, the view of senior
management about their contribution, the context within which they work and their own
capabilities. They can act as business partners, strategists, innovators, change agents, internal
consultants, facilitators and coaches. Ulrich and Brockbank (2005a) listed five roles: employee
advocates, human capital developers, financial experts, strategic partners and leaders. The
competencies required by the role can be demanding.

The overall role

HR practitioners can play a proactive role, contributing to the formulation of corporate strategy,
developing integrated HR strategies and volunteering guidance on matters related to uphold-
ing core values and ethical principles. They are involved in business issues and working with
line managers to deliver performance targets, but they are also concerned with people issues.
They help to improve organizational capability — the capacity of the organization to perform
effectively and thus reach its goals. Research conducted by Hoque and Noon (2001) established
that “The growing number of specialists using the HR title are well qualified, are more likely to
be involved in strategic decision-making processes and are most likely to be found in work-
places within which sophisticated methods and techniques have been adopted’

However, in some situations they play a mainly reactive and transactional role. They spend
much of their time doing what they are told or asked to do, responding to requests for services
or advice. They provide the administrative systems required by management. This is what
Storey (1992) refers to as the non-interventionary role, in which HR people merely provide a
service to meet the demands of management and front-line managers.

For many HR practitioners their most important function is service delivery, which includes
transactional activities such as recruitment, training and advisory services. The importance of
this aspect of their work should not be underestimated by focusing on the more glamorous
roles of business partner or strategist as described below.

The business partner role

The concept of HR practitioners as business partners has seized the imagination of HR people.
In essence, the concept is that, as business partners, HR specialists share responsibility with
their line management colleagues for the success of the enterprise, and get involved with them
in implementing business strategy and running the business. They are often ‘embedded’ in
business units or departments.
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This concept was first mooted in 1985 by Shaun Tyson. He used the term ‘business manager’
rather than ‘business partner’, but it is much the same. He stated that personnel specialists carry-
ing out this role integrate their activities closely with management and ensure that they serve a
long-term strategic purpose. They have the capacity to identify business opportunities, to see
the broad picture and to understand how their role can help to achieve the company’s business
objectives. They anticipate needs, act flexibly and are proactive. This is a clear case of a prophet
being unhonoured in his own country. In 1998, 13 years later, Dave Ulrich seized the HR com-
munity’s imagination with his similar concept of the HR executive as a ‘strategic partner.

In describing his strategic partner model, Ulrich maintained that as champions of competitive-
ness in creating value, HR executives can deliver excellence by becoming partners with senior
and line managers in strategy execution, helping to improve planning from the conference
room to the marketplace, and impelling and guiding serious discussion of how the company
should be organized to carry out its strategy. He suggested that HR should join forces with
operating managers in systematically assessing the importance of any new initiatives they
propose, and obtaining answers to the following questions: Which ones are really aligned with
strategy implementation? Which ones should receive immediate attention and which can wait?
Which ones, in short, are truly linked to business results?

As business partners HR practitioners work closely with their line management colleagues.
They are aware of business strategies, and the opportunities and threats facing the organiza-
tion. They are capable of analysing organizational strengths and weaknesses, and diagnosing
the issues facing the enterprise and their human resource implications. They know about the
critical success factors that will create competitive advantage, and they adopt a ‘value added’
approach when making a convincing business case for innovations.

The term ‘value added’ looms large in the concept of the HR business partner. In accounting
language, where the phrase originated, added value is defined as the value added to the cost of
raw materials and bought-out parts by the process of production and distribution. In HR speak,
a value-added approach means creating value through HR initiatives which make a significant
contribution to organizational success.

Strictly speaking, added value is measured by the extent to which the value of that contribution
exceeds its cost or generates a return on investment. But the term is often used more generally
to signify the business-oriented approach HR professionals are expected to adopt, and how it
contributes to the creation of value by the firm. Adding value is about improving performance
and results — getting more out of an activity than was put into it. Francis and Keegan (2006)
report the following comment from a recruitment consultant which illustrates how the term
has become popular:

Most HR professionals will now have ‘value added’ stamped on their foreheads, because
they are always being asked to think in terms of the business objectives and how what
they do supports the business objectives and the business plan.
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Critical evaluation of the business partner concept

It can be argued that too much has been made of the business partner model. Perhaps it is
preferable to emphasize that the role of HR professionals is to be part of the business rather
than merely being partners. Tim Miller, group HR director of Standard Chartered Bank (as
reported by Smethurst, 2005), dislikes the term: ‘Give me a break!” he says. ‘It's so demeaning.
How many people in marketing or finance have to say they are a partner in the business? Why
do we have to think that we’re not an intimate part of the business, just like sales, manufactur-
ing and engineering? I detest and loathe the term and I won't use it Another leading group HR
director, Alex Wilson of BT (as reported by Pickard, 2005), is equally hostile. He says: “The
term worries me to death. HR has to be an integral and fundamental part of developing the
strategy of the business. I don’t even like the term close to the business because, like business
partner it implies we are working alongside our line management colleagues but on a separate
track, rather than people management being an integral part of the business’

There is also the danger of over-emphasizing the seemingly glamorous role of business or
strategic partner at the expense of the service delivery aspect of the HR practitioner’s role. As
an HR specialist commented to Raymond Caldwell (2004): ‘My credibility depends on running
an extremely efficient and cost effective administrative machine... If I don’t get that right, and
consistently, then you can forget about any big ideas’ Another person interviewed during
Caldwell’s research referred to personnel people as ‘reactive pragmatists, a view which in many
organizations is in accord with reality, and Syrett (2006) commented that ‘Whatever strategic
aspirations senior HR practitioners have, they will amount to nothing if the function they
represent cannot deliver the essential transactional services their internal line clients require’

The problem of the over-emphasis on the business partner role has been influenced by the
erroneous belief that Ulrich was simply focusing on HR executives as business partners. This
has had the unfortunate effect of implying that it was their only worthwhile function. However,
Ulrich cannot be blamed for this. In 1998 he gave equal emphasis to the need for HR people to
be administrative experts, employee champions and change agents, and this was confirmed in
a revised model (Ulrich and Brockbank, 2005a).

The strategic role

The strategic role of HR specialists varies according to whether they are operating at strategic
levels (as HR directors or heads of the HR function, heads of centres of expertise or key HR
functions, and strategic business partners), or at a transactional level (as HR officers, advisors
or assistants delivering basic HR services such as recruitment or training, or working in an HR
shared service centre).



24 Human Resource Management

Strategic-level roles
The strategic roles of HR specialists are:

® To formulate and implement in conjunction with their management colleagues forward-
looking HR strategies which are aligned to business objectives and integrated with one
another. In doing so they adopt an ‘outside-in’ approach as described by Wright et al
(2004), in which the starting point is the business, including the customer, competitor
and business issues it faces. The HR strategy then derives directly from these challenges
to create real solutions and add real value.

® To contribute to the development of business strategies. They do this by advising on how
the business can achieve its strategic goals by making the best use of its human resources,
and by demonstrating the particular contribution that can be made by the talented
people it employs.

They work alongside their line management colleagues to provide on an everyday basis
continuous support to the implementation of the business or operational strategy of the
organization, function or unit.

To carry out these roles, they need to:

® understand the strategic goals of the organization or unit and appreciate the business
imperatives and performance drivers relative to these goals;

® comprehend how sustainable competitive advantage can be obtained through the human
capital of the organization or unit, and know how HR practices can contribute to the
achievement of strategic goals;

® contribute to the development for the business of a clear vision and a set of integrated
values;

® ensure that senior management understands the HR implications of its business
strategy;

® Dbe aware of the broader context (the competitive environment and the business, economic,
social and legal factors that affect it) in which the organization operates;

® understand the kinds of employee behaviour required successfully to execute the busi-
ness strategy;

® think in terms of the bigger and longer-term picture of where HR should go and how it
should get there;

® be capable of making a powerful business case for any proposals on the development of
HR strategies;

® act as a change agent in developing the organization and its culture, and as an internal
consultant in advising on what needs to be done and how to do it;
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® understand how the ethical dimensions of HR policy and practice fit into the present and
future picture;

® believe in and practise evidence-based management (recommendations on strategy and
its implementation are always backed up by hard data);

® intervene and innovate as required.

The strategic contribution of HR advisors or assistants

The role of HR advisors or assistants is primarily that of delivering effective HR services within
their function or as a member of an HR service centre. While they will not be responsible for
the formulation of HR strategies, they may contribute to them within their own speciality. They
will need to understand the business goals of the departments or managers for whom they
provide services, in order to ensure that these services support the achievement of those goals.

The innovation role

A strategic and therefore proactive approach to HRM will mean that HR specialists want to
innovate — to introduce new processes and procedures which they believe will increase organ-
izational effectiveness. The need for innovation should be established by processes of analysis
and diagnosis which identify the business need and the issues to be addressed. ‘Benchmarking’
can take place to identify ‘best practice’ as adopted by other organizations. But ‘best fit’ is more
important then ‘best practice’ In other words, the innovation should meet the particular needs
of the business, which are likely to differ from those of other ‘best practice’ organizations. It has
to be demonstrable that the innovation is appropriate, beneficial, practical in the circumstances,
and can be implemented without too much difficulty in the shape of opposition from those
affected by it or the unjustifiable use of resources - financial and the time of those involved.

The danger, according to Marchington (1995), is that HR people may go in for ‘impression
management’ — aiming to make an impact on senior managers and colleagues through publi-
cizing high profile innovations. HR specialists who aim to draw attention to themselves simply
by promoting the latest flavour of the month, irrespective of its relevance or practicality,
are falling into the trap which Drucker (1955), anticipating Marchington by 40 years, described
as follows:

The constant worry of all HR administrators is their inability to prove that they are
making a contribution to the enterprise. Their pre-occupation is with the search for a
gimmick’ which will impress their management colleagues.

As Marchington points out, the risk is that people believe ‘all can be improved by a wave of the
magic wand and the slaying of a few evil characters along the way’ This facile assumption
means that people can too readily devise elegant solutions which do not solve the problem
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because of the hazards encountered during implementation - for example, indifference or
open hostility. These have to be anticipated and catered for.

Guidelines for HR innovations
® Be clear on what has to be achieved and why.

® Ensure that what you do fits the strategy, culture and circumstances of the
organization.

® Don't follow fashion - do your own thing as long as it is relevant and fits the
organizations needs.

® Keep it simple — over-complexity is a common reason for failure.

® Don't rush - it will take longer than you think.

® Don't try to do much at once - an incremental approach is generally best.
® Assess resource requirements and costs.

® DPay close attention to project planning and management.

® Remember that the success of the innovation rests as much on the effectiveness of
the process of implementation (line manager buy-in and skills are crucial) as it
does on the quality of the concept, if not more so.

® Pay close attention to change management approaches - communicate, involve
and train.

The change agent role

The implementation of strategy means that HR specialists have to act as change agents,
facilitating change by providing advice and support on its introduction and management.
Caldwell (2001) categorizes HR change agents in four dimensions.

® Transformational change - a major change that has a dramatic effect on HR policy and
practice across the whole organization.

® Incremental change - gradual adjustments of HR policy and practices which affect
single activities or multiple functions.

® HR vision - a set of values and beliefs that affirm the legitimacy of the HR function as a
strategic business partner.

® HR expertise - the knowledge and skills that define the unique contribution the HR
professional can make to effective people management.
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The Ulrich model

In 1998 Dave Ulrich produced his model in which he suggested that as champions of com-
petitiveness in creating and delivering value, HR professionals carry out the roles of strategic
partners, administrative experts, employee champions and change agents. The response to this
formulation concentrated on the business partner role. Ulrich in conjunction with Brockbank
(2005a) reformulated the 1998 model, listing the following roles:

® Employee advocate — focuses on the needs of today’s employees through listening,
understanding and empathizing.

® Human capital developer - focuses on managing and developing human capital, pre-
paring employees to be successful in the future.

® Functional expert - concerned with the HR practices which are central to HR value,
acting with insight on the basis of the body of knowledge they possess. Some are
delivered through administrative efficiency (such as technology or process design), and
others through policies, menus and interventions.

® Strategic partner - consists of multiple dimensions: business expert, change agent,
strategic HR planner, knowledge manager and consultant, combining them to align HR
systems to help accomplish the organization’s vision and mission, helping managers to
get things done, and disseminating learning across the organization.

® Leader - leading the HR function, collaborating with other functions and providing
leadership to them, setting and enhancing the standards for strategic thinking and ensur-
ing corporate governance.

HR competency areas

As established by research conducted by Brockbank et al (1999), the key HR competency areas
(domains) and their components are set out in Table 1.3.

HR behaviours

The CIPD’s HR profession map as issued in June 2009 listed the following behaviours needed
by HR professionals to carry out their activities:

® curious;

® decisive thinker;
® skilled influencer;
® driven to deliver;

® collaborative;
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Table 1.3 Key HR specialist competency areas
Competency domain ‘ Components

1. Personal credibility Live the firm’s values, maintain relationships founded on
trust, act with an ‘attitude’ (a point of view about how the
business can win, backing up opinion with evidence).

2. Ability to manage change | Drive change: ability to diagnose problems, build
relationships with clients, articulate a vision, set a
leadership agenda, solve problems, and implement goals.

3. Ability to manage culture | Act as ‘keepers of the culture] identify the culture required
to meet the firm’s business strategy, frame culture in a way
that excites employees, translates desired culture into
specific behaviours, encourages executives to behave
consistently with the desired culture.

4. Delivery of human Expert in the speciality, able to deliver state-of-the-art
resource practices innovative HR practices in such areas as recruitment,
employee development, compensation and
communication.
5. Understanding of the Strategy, organization, competitors, finance, marketing,
business sales, operations and IT.

® personally credible;
® courage to challenge;

® role model.

Critical evaluation of the concept of HRM

On the face of it, the concept of HRM has much to offer, at least to management. But reservations
have been expressed about it, especially by academics. These can be summed up as follows:

® HRM is, in David Guest’s (1991) words, an ‘optimistic but ambiguous concept; it is all
hype and hope.

® Even if HRM does exist as a distinct process, which many doubt, it is full of contradic-
tions, manipulative, and, according to Blyton and Turnbull (1992) downright pernicious.

® HRM is simplistic. As Fowler (1987) wrote, “The HRM message to top management tends
to be beguilingly simple. Don’t bother too much about the content or techniques of
personnel management, it says. Just manage the context. Get out from behind your desk,
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bypass the hierarchy, and go and talk to people. That way you will unlock an enormous
potential for improved performance’ The HRM rhetoric presents it as an all or nothing
process which is ideal for any organization, despite the evidence that different business
environments require different approaches.

® The managerialist approach to industrial relations implicit in HRM prompted Fowler
(1987) to write ‘At the heart of the concept is the complete identification of employees
with the aims and values of the business - employee involvement but on the company’s
terms. Power in the HRM system, remains very firmly in the hands of the employer. Is it
really possible to claim full mutuality when at the end of the day the employer can decide
unilaterally to close the company or sell it to someone else?’

® There are problems with the concept of commitment: as Guest (1997) asked, ‘commit-
ment to what?’

® HRM appears torn between preaching the virtues of individualism (concentration on the
individual) and collectivism in the shape of team work (Legge, 1989).

® There is a potential tension between the development of a strong corporate culture and
employees’ ability to respond flexibly and adaptively (Legge, 1989).

® HRM is manipulative. The forces of internal persuasion and propaganda may be
deployed to get people to accept values with which they may not be in accord and which
in any case may be against their interests. ‘A wide and contradictory variety of regenera-
tive initiatives have been introduced under the name of HRM and force-fed to a battered,
bewildered and defensive workforce and a newly confident management’ (Keenoy and
Anthony, 1992).

® In its fullest sense HRM is difficult to apply. To put the concept of HRM into practice
would involve strategic integration, developing a coherent and consistent set of employ-
ment policies, and gaining commitment. This requires high levels of determination and
competence at all levels of management, and a strong and effective HR function staffed
by business-orientated people.

However, concepts such as strategic integration, culture management, engagement, and invest-
ing in human capital, together with a unitary philosophy (the interests of management and
employees coincide), are essential parts of the HRM model. And this model fits the way in
which organizations have to do business and manage their resources in the environments in
which they now exist. This is why, in spite of the reservations expressed by academics, the
concept of HRM has become generally accepted even though it is not always realized in full.
This is because the general opinion is that it is in tune with the realities of organizational life.
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The practice of HRM: key learning points

The meaning and aims of human resource management (HRM)

® HRM is a strategic, integrated and coherent approach to the employment,
development and well-being of the people working in organizations.

® The overall purpose of HRM is to ensure that the organization is able to achieve
success through people.

The diversity of HRM

There are no universal characteristics of HRM. Many models exist, and practices within
different organizations are diverse.

How HRM functions as a system

HRM should be viewed as an integrated and coherent bundle of mutually reinforcing
practices.

The ethical dimension of HRM

HRM is not just concerned with supporting the business, it also has to exercise social
responsibility: to be concerned about the interests (well-being) of employees and act
ethically with regard to the needs of people in the organization and the community.

HRM and performance

Much research has been carried over the last decade or so, most of which shows that
there is a link between good HRM practice and firm performance.

The HRM role of line managers

Line managers have the key role in HRM. In John Purcell’s phrase, ‘they bring HR
policies to life’

The role of the HR function

The role of the HR function is to take initiatives and provide guidance, support and
services on all matters relating to the organization’s employees.

The role of HR specialists

HR specialists develop integrated HR strategies, intervene, innovate, act as business
partners operate as internal consultants, act as change agents, facilitators and coaches,
and volunteer guidance on matters concerning upholding core values, ethical principles
and the achievement of consistency. They focus on business issues and working with
line managers to deliver performance targets.
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1. Atameeting of trustees the chief executive of a medium-sized charity proposed that
a director of human resources should be appointed. Two trustees protested that the
term ‘human resources’ implied that employees would just be treated as factors of
production, not as people. How would you respond?

2. John Storey wrote in 1995 that ‘Human resource management is a distinctive ap-
proach to employment management which seeks to achieve competitive advantage
through the strategic deployment of a highly committed and capable workforce,
using an integrated array of cultural, structural and personnel techniques’ Examine
the approach to HRM in your own organization or any other organization known to
you, and analyse the extent to which Storey’s description of HRM applies.

3. In 1998, Karen Legge defined the ‘hard’ model of HRM as a process emphasising ‘the
close integration of human resource policies with business strategy which regards
employees as a resource to be managed in the same rational way as any other
resource being exploited for maximum return’ To what extent do you agree with this
comment?

4. Peter Reilly made these comments in 2006 on the three-legged Ulrich model: “The
model has many advantages, not least that it aims to centralize activities where there
are scale advantages and also keep close to customers where decentralization is
necessary. But it's not an easy structure to work with... Splitting the function into
three distinct areas has created boundary disputes and sometimes left a hole at the
very heart of HR operations... One consequence of this division of labour is that
lines of accountability are not always clearly defined... The end result may be a
remote service that does not that doesn’t attend to the areas where managers need
most assistance’ What can be done to avoid these problems?
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Learning outcomes

On completing this chapter you should be able to define these key concepts. You should
also understand:

® The conceptual basis of strategic ® The three HRM ‘perspectives’ of
HRM Delery and Doty
® The fundamental characteristics of ® The significance of the concepts of
strategy ‘best practice’ and ‘best fit’
How strategy is formulated ® The significance of bundling
The aims of strategic HRM ® The significant features of strategic
The resource-based view and its Ll
implications ® The content and formulation of HR
® The meaning of strategic fit strategles

Introduction

Business objectives are accomplished when human resource practices, procedures and
systems are developed and implemented based on organizational needs, that is, when a
strategic perspective to human resource management is adopted.

(Baird and Meshoulam, 1988)

The aim of this chapter is to explore what this involves. It starts with an analysis of the meaning
of strategic human resource management (strategic HRM) as provided by the concepts of HRM
and strategic management. It then covers, first, a definition of strategic HRM and its aims;
second, an analysis of its underpinning concepts - the resource-based view and strategic fit;
and third, a description of how strategic HRM works, namely the universalistic, contingency
and configurational perspectives defined by Delery and Doty (1996) and the three approaches
associated with those perspectives — best practice, best fit and bundling. The chapter continues
with a summary of the distinctive features of strategic HRM, and ends with an examination of
the types of HR strategies that can be developed when a strategic HRM approach is adopted.

The conceptual basis of strategic HRM

Boxall (1996) explained that strategic HRM ‘is the interface between HRM and strategic
management. It takes the notion of HRM as a strategic, integrated and coherent process and
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associates it with an approach to management which involves taking a broad and long-term
view of where the business is going, and managing it in ways which ensure that this strategic
thrust is maintained.

As defined by Pearce and Robinson (1988), ‘Strategic management is the set of decisions and
actions resulting in the formulation and implementation of strategies designed to achieve the
objectives of an organization. According to Rosabeth Moss Kanter (1984), its purpose is
to ‘elicit the present actions for the future’ and become ‘an action vehicle - integrating and
institutionalizing mechanisms for change. The concept of strategic management is built on the
concept of strategy as considered below.

The concept of strategy

Strategy is the approach selected to achieve specified goals in the future. As defined by Chandler
(1962), it is “The determination of the long-term goals and objectives of an enterprise, and
the adoption of courses of action and the allocation of resources necessary for carrying out
those goals” The formulation and implementation of corporate strategy can be described as a
process for developing a sense of direction, making the best use of resources and ensuring
strategic fit.

Strategy has three fundamental characteristics. First, it is forward looking. It is about deciding
where you want to go and how you mean to get there. It is concerned with both ends and
means. In this sense a strategy is a declaration of intent: “This is what we want to do and this is
how we intend to do it Strategies define longer-term goals but they also cover how those goals
will be attained. They guide purposeful action to deliver the required result. A good strategy is
one that works, one that, in Abell’s (1993) phrase, enables organizations to adapt by ‘mastering
the present and pre-empting the future. As Boxall (1996) explained, ‘Strategy should be under-
stood as a framework of critical ends and means’

The second characteristic of strategy is that the organizational capability of a firm (its capacity
to function effectively) depends on its resource capability (the quality and quantity of its
resources and their potential to deliver results). This is the resource-based view as described
later in this chapter.

The third characteristic of strategy is strategic fit — the need when developing functional
strategies such as HR to achieve congruence between them and the organization’s business
strategies within the context of its external and internal environments.

Critical evaluation of the concept of strategy

The formulation of corporate strategy is often assumed to be a logical, step-by-step affair,
the outcome of which is a formal written statement which provides a definitive guide to the
organizations intentions. Many people still believe and act as if this were the case, but it is a
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misrepresentation of reality. In practice the formulation of strategy can never be as rational
and linear a process as some writers describe it or as some managers attempt to make it. There
are limitations to the totally logical model of management which underpins the concept of
strategic HRM. In the words of Mabey et al (1998), this is ‘a model of management which is
more rational than is achievable in practice’

The difficulty is that strategies are often based on the questionable assumption that the future
will resemble the past. Some years ago, Robert Heller (1972) had a go at the cult of long-range
planning. ‘What goes wrong), he wrote, ‘is that sensible anticipation gets converted into foolish
numbers: and their validity always hinges on large loose assumptions’

Strategy formulation is not necessarily a deterministic, rational and continuous process, as was
pointed out by Mintzberg (1987). He believed that, rather than being consciously and system-
atically developed, strategy reorientation happens in what he calls brief ‘quantum loops. A
strategy, according to Mintzberg, can be deliberate - it can realize the intentions of senior
management, for example to attack and conquer a new market. But this is not always the case.
In theory, he says, strategy is a systematic process: first we think, then we act; we formulate,
then we implement. But we also ‘act in order to think’ In practice, a realized strategy can
emerge in response to an evolving situation’ and strategic planners often manage a process
in which strategies and visions can emerge as well as be deliberately conceived. They proceed
by finding out what works well in practice for them. ‘Sometimes strategies must be left as
broad visions, not precisely articulated, to adapt to a changing environment. This concept
of ‘emergent strategy’ conveys the essence of how organizations develop their business and
HR strategies.

Research conducted by Tyson (1997) confirmed that, realistically, strategy:

® has always been emergent and flexible - it is always ‘about to be] it never exists at the
present time;

® s not only realized by formal statements but also comes about by actions and reactions;
® isa description of a future-orientated action which is always directed towards change;

® s conditioned by the management process itself.

Strategic HRM defined

Strategic HRM is an approach that defines how the organization’s goals will be achieved through
people by means of HR strategies and integrated HR policies and practices. Strategic HRM can
be regarded as a mindset underpinned by certain concepts rather than a set of techniques. It
provides the foundation for strategic reviews in which analyses of the organizational context
and existing HR practices lead to choices on strategic plans for the development of overall or
specific HR strategies. Strategic HRM involves the exercise of strategic choice (which is always
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there) and the establishment of strategic priorities. It is essentially about the integration of
business and HR strategies so that the latter contribute to the achievement of the former.

But strategic HRM is not just about strategic planning. It is also concerned with the implemen-
tation of strategy, and the strategic behaviour of HR specialists working with their line man-
agement colleagues on an everyday basis to ensure that the business goals of the organization
are achieved and its values put into practice.

Aims of strategic HRM

The fundamental aim of strategic HRM is to generate organizational capability by ensuring
that the organization has the skilled, engaged, committed and well-motivated employees it
needs to achieve sustained competitive advantage. It has three main objectives: first, to achieve
integration - the vertical alignment of HR strategies with business strategies and the horizontal
integration of HR strategies. The second objective is to provide a sense of direction in an
often turbulent environment so that the business needs of the organization and the individual
and collective needs of its employees can be met by the development and implementation of
coherent and practical HR policies and programmes. In accordance with the resource-based
view, the strategic goal will be to ‘create firms which are more intelligent and flexible than their
competitors’ (Boxall, 1996), by hiring and developing more talented staft and by extending
their skills base. The third objective is to contribute to the formulation of business strategy by
drawing attention to ways in which the business can capitalize on the advantages provided by
the strengths of its human resources.

Schuler (1992) stated that:

Strategic human resource management is largely about integration and adaptation. Its
concern is to ensure that: (1) human resources (HR) management is fully integrated
with the strategy and strategic needs of the firm; (2) HR policies cohere both across
policy areas and across hierarchies; and (3) HR practices are adjusted, accepted and
used by line managers and employees as part of their everyday work.

As Dyer and Holder (1998) remarked, strategic HRM provides ‘unifying frameworks which are
at once broad, contingency based and integrative’ The rationale for strategic HRM is the per-
ceived advantage of having an agreed and understood basis for developing and implementing
approaches to people management which take into account the changing context in which the
firm operates and its longer-term requirements.

Strategic HRM is based on two key concepts: the resource-based view and strategic fit.
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The resource-based view of strategic HRM

To a very large extent, the philosophy and approaches to strategic HRM are underpinned by
the resource-based view. This states that it is the range of resources in an organization, includ-
ing its human resources, that produces its unique character and creates competitive advantage.
It is based originally on the ideas of Penrose (1959), who wrote that the firm is ‘an administra-
tive organization and a collection of productive resources. It was expanded by Wernerfelt
(1984), who coined the phrase and explained that strategy ‘is a balance between the exploit-
ation of existing resources and the development of new ones.

Resource-based strategy theorists such as Barney (1991, 1995) argued that sustained competi-
tive advantage stemmed from the acquisition and effective use of bundles of distinctive
resources that competitors cannot imitate. Distinctive resources have four attributes: they
must be valuable, rare, imperfectly imitable and non-substitutable. These resources include all
the experience, knowledge, judgement, risk-taking propensity and wisdom of individuals
associated with a firm.

Resource-based strategic HRM can produce what Boxall and Purcell (2003) referred to as
human resource advantage. The aim is to develop strategic capability. This means strategic fit
between resources and opportunities, obtaining added value from the effective deployment of
resources, and developing managers who can think and plan strategically in the sense that they
understand the key strategic issues and ensure that what they do enables the strategic goals of
the business to be achieved. In line with human capital theory, the resource-based view empha-
sizes that investment in people increases their value to the firm. It proposes that sustainable
competitive advantage is attained when the firm has a human resource pool that cannot be
imitated or substituted by its rivals.

Boxall (1996, 1999) noted that human resource advantage is achieved by a combination of
‘human capital advantage, which results from employing people with competitively valuable
knowledge and skills, and ‘human process advantage, which follows from the establishment
of difficult to imitate, highly evolved processes within the firm, such as cross-departmental
cooperation and executive development. Accordingly, ‘human resource advantage, the
superiority of one firm’s labour management over another’s, can be thought of as the
product of its human capital and human process advantages.

The strategic goal emerging from the resource-based view will be to ‘create firms which are
more intelligent and flexible than their competitors’ (Boxall, 1996) by hiring and developing
more talented staff and by extending their skills base. Resource-based strategy is therefore
concerned with the enhancement of the human or intellectual capital of the firm. As Ulrich
(1998) commented, ‘Knowledge has become a direct competitive advantage for companies
selling ideas and relationships. The challenge to organizations is to ensure that they have the
capability to find, assimilate, compensate and retain the talented individuals they need.
Resource dependence theory (Pfeffer and Davis-Blake, 1992) suggests that some HR strategies
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in organizations such as those concerned with reward are strongly influenced by the need to
attract, retain and energize high-quality people.

A concept map of the resource-based view is shown in Figure 2.1.

RESOURCE-BASED

financial and
other resources

&

human resources

Competitive Competitive
advantage advantage
‘ ; '

strategic
capability and fit

* valuable
* rare
* imperfectly
imitable
* non-substitutable i ¢
human capital human process
advantage advantage

hiring and
developing more
capable people

implementing good
HR practices

firms more intelligent and
flexible than competitors

Figure 2.1 Concept map: resource-based view
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Critical evaluation of the resource-based view concept

The resource-based view has had considerable influence on thinking about HRM. It provides
a justification for attaching importance to resourcing activities, especially those concerned
with talent management. It can also be used to enhance the value of the HR contribution in
achieving competitive advantage. But it has the following limitations:

® It may be difficult to find resources which satisfy all the criteria.

® External factors such as product market pressures are ignored.

® It provides only generalized guidance on what resources are suitable.

® Different resource configurations can provide the same value for firms.

® As Priem and Butler (2001) point out, the theory is tautological because valuable re-
sources and competitive advantage are defined in the same terms.

Strategic fit

Walker (1992) defines strategic HRM as ‘the means of aligning the management of human
resources with the strategic content of the business. This is based on the concept of strategic fit,
which means developing HR strategies that are integrated with the business strategy and
support its achievement (vertical integration or fit), and also with the use of an integrated
approach to the development of HR practices such as resourcing, employee development,
reward and employee relations so that they complement and support one another (horizontal
integration or fit).

Perspectives on strategic HRM

Taking into account the concepts of the resource-based view and strategic fit, Delery and Doty
(1996) contended that ‘organizations adopting a particular strategy require HR practices that
are different from those required by organizations adopting different strategies, and that organ-
izations with ‘greater congruence between their HR strategies and their (business) strategies
should enjoy superior performance’. They identified three HRM perspectives:

® The universalistic perspective — some HR practices are better than others and all
organizations should adopt these best practices. There is a universal relationship between
individual ‘best’ practices and firm performance.

® The contingency perspective — in order to be effective, an organizations HR policies
must be consistent with other aspects of the organization. The primary contingency
factor is the organization’s strategy. This can be described as ‘vertical fit.
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® The configurational perspective — this is a holistic approach which emphasises the
importance of the pattern of HR practices and is concerned with how this pattern of
independent variables is related to the dependent variable of organizational performance.

This typology provided the basis for what has become the most commonly used classification
of approaches, as advocated by Richardson and Thompson (1999), which was to adopt the terms
‘best practice’ and ‘best fit” for the universalistic and contingency perspectives, and ‘bundling’
as the third approach. This followed the classification made by Guest (1997) of fit as an ideal set
of practices, fit as contingency and fit as bundles.

The best practice approach

This approach is based on the assumption that there is a set of best HRM practices which are
universal in the sense that they are best in any situation, and that adopting them will lead to
superior organizational performance.

A number of lists of ‘best practices’ have been produced, the best known of which was pro-
duced by Pfeffer (1998):

® employment security;

® selective hiring;

® self-managed teams;

® high compensation contingent on performance;

® training to provide a skilled and motivated workforce;
® reduction of status differentials;

® sharing information.

The best fit approach

The best fit approach is in line with contingency theory. It emphasizes that HR strategies should
be congruent with the context and circumstances of the organization. ‘Best fit’ can be perceived
in terms of vertical integration or alignment between the organization’s business and HR strat-
egies. There are three models: life-cycle, competitive strategy, and strategic configuration.

The life-cycle model

The life-cycle model is based on the theory that the development of a firm takes place in four
stages: start-up, growth, maturity and decline. This is in line with product life-cycle theory. The
basic premise of this model was expressed by Baird and Meshoulam (1988):
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