Chapter 2!
Strategic HRM

2.1 Introduction

Strategic human resource management (strategic HRM or SHRM) is an appreach. to. the
development and implementation of HR strategies that are integrated with business. strategies and
support their achievement. SHRM has been described by Boxall (1996) as the interface between HRM
and strategic management. Schuler and Jackson (2007: 5) stated that SHRMwis fundamentally about

'systematically linking people with the firm'.

Baird and Meshoulam (1988: 116) pointed out that: '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 tothuman resource management is adopted.'
Wright and McMahan (1992: 295) explained that the field of HRM has 'sought to become integrated
with the strategic management process through the development of a new discipline referred to as

strategic human resource management'.

In essence, strategic HRM is conceptual; it is a general notion of how integration or 'fit" between
HR and business strategies is dchieved, the benefits of taking a longer-term view of where HR should
be going and how to get there, and how coherent and mutually supporting HR strategies should be
developed and implemented:.Importantly, it is also about how members of the HR function should adopt
a strategic approach on‘a day-to-day basis. This means that they operate as part of the management
team, ensure_that HR-activities support the achievement of business strategies on a continuous basis

and add value.

The. aim of this chapter is to explore what this involves. It starts with an analysis of the meaning
of SHRM. It then covers: an examination of its nature and its aims; an analysis of its underpinning
concepts the resource-based view and strategic fit. This is followed by 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
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and bundling. The chapter continues with a summary of the distinctive features of strategic HRM and
ends with an examination of how HR strategies are developed and implemented when an SHRM

approach is adopted.

2.2 The conceptual basis of strategic HRM

Strategic HRM takes the notion of HRM as a strategic, integrated and coherent _process and
associates it with an approach to management that involves adopting a broad and lohg-term view of
where the business is going and managing it in ways that ensure that this strategic thrustis maintained.

It is influenced by the concepts of strategic management and strategy.
2.2.1 Strategic management

According to Boxall and Purcell (2003: 44): 'Strategic management is best defined as a process.
It is a process of strategy making, of forming and, if the firm, survives, reforming its strategy over time.'
Strategic management was described by Johnson et al (2005: 6) as 'understanding the strategic position
of an organization, making strategic choices for thefuture,.and turning strategy into action'. The purpose
of strategic management has been expressed by. Kanter (1984: 288) as being to 'elicit the present
actions for the future' and become 'action vehicles - integrating and institutionalizing mechanisms for

change' (ibid: 301).

The key strategic management activity identified by Thompson and Strickland (1996: 3) is
'deciding what business the.company will be in and forming a strategic vision of where the organization
needs to be headed in effect, infusing the organization with a sense of purpose, providing long-term

direction, and establishing a clear mission to be accomplished.'

The focus.is on identifying the organization's mission and strategies, but attention is also given to
the resource base required to make it succeed. Managers who think strategically will have a broad and
long-"term view of where they are going. But they will also be aware that they are responsible, first,
for planning how to allocate resources to opportunities that con- tribute to the implementation of
strategy, and second, for managing these opportunities in ways that will add value to the results

achieved by the firm.



2.2.2 The concept of strategy

Strategy is the approach selected to achieve specified goals in the future. As defined by Chandler
(1962: 13) 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 is 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
quide purposeful action to deliver the required result. A good strategy. is.one that works, one that in
Abell's (1993: 1) phrase enables organizations to adapt by ‘mastering the present and pre-empting the
future'. As Boxall (1996: 70) explained: 'Strategy should be understood as a framework of critical ends

and means.'

The second characteristic of strategy is the recognition that the organizational capability of a firm
(its capacity to function effectively) depends onits 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 that it aims to achieve strateqgic 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 environment.

2.3-The nature of strategic HRM

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. It was defined by Mabey
et al (1998: 25) as the process of 'developing corporate capability to deliver new organizational
strategies'. It is based on two key ideas, namely the resource- based view and the need for strategic

fit, as discussed later in this chapter.



SHRM can be regarded as a mindset under- pinned 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 decisions on strategic plans for the development of overall or
specific HR strategies. SHRM involves the exercise of strategic choice (which is always 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.

Strategic HRM is not just about strategic planning, nor does it only deal with the formulation of
individual HR strategies. Its main concern is with integrating what HR does and*plans:todo with what
the business does and plans to do. As modelled in Figure 2.1, SHRM is about.both HR strategies and

the strategic management activities of HR professionals.

2.4 Aims of SHRM

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. Alvesson (2009: “52). wrote that strategic HRM is about 'how the
employment relationships for all employees can be managed in such a way as to contribute optimally
to the organization's goal achievement'.

SHRM 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 the collective needs of its employees can be met by the development
and implementation.of coherent and practical HR policies and programmes. The third objective is to
contributento '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.

2.5 Critical evaluation of the concept of SHRM
The whole concept of SHRM is predicated on the belief that HR strategies should be integrated
with corporate or business strategies. Vertical integration (strategic fit between business and HR

strategies) may be desirable but it is not easy to achieve for the following reasons.



2.5.1 Diversity of strategic processes, levels and styles

The different levels at which strategy is formulated and the different styles adopted by
organizations may make it difficult to develop a coherent view of what sort of HR strategies will fit the
overall strategies and what type of HR contributions are required during the process of formulation.

2.5.2 The complexity of the strategy formulation process

Business strategy formulation and implementation is a compleX, interactive process. heavily
influenced by a variety of contextual and historical factors. In these circumstances, as Guest(1991) has
asked, how can there be a straightforward flow from the business strategy to the HR strategy? It has
been pointed out by Truss (1999: 44) that the assumption of some matchingmodels-of strategic HRM
is that there is a simple linear relationship between busi- ness strategy and.human resource strategy,
but this assumption 'fails to acknowledge the complexities both between.and within notions of strategy
and human resource management... [It] is based on a rationalimodel of organizations and individuals
which takes no account of the significance of power, politics.and culture.'

2.5.3 The evolutionary nature of business 'strategy

The evolutionary and incremental nature of.strategy making may make it difficult to pin down
the HR issues that are likely to be relevant. Hendry and Pettigrew (1990) suggest that there are limits
to the extent to which rational HR strategies can be drawn up if the process of business strategic
planning is itself irrational.

2.5.4 The absence of articulated business strategies

If, because of its evolutionary nature, the business strategy has not been clearly articulated, this
would add to the problems of clarifying the business strategic issues that human resource strategies
should address.

2.5.5.The qualitative nature of HR issues

Business strategies tend, or at least aim, to be expressed in the common currency of figures
andhard data on portfolio management, growth, competitive position, market share, profitability, etc.
HR strategies may deal with quantifiable issues such as resourcing and skill acquisition but are equally
likely to refer to qualitative factors such as engagement, commitment, motivation, good employee
relations and high employment standards. The relationship between the pursuit of policies in these areas

and individual and organizational performance may be difficult to establish.
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2.5.6 Integration with what?

The concept of SHRM implies that HR strategies must be totally integrated with
corporate/business strategies in the sense that they both flow from and contribute to such strategies.
But as Brewster (2004) argued, HR strategy will be subjected to considerable external pressure; for
example, in Europe, legislation about involvement. These may mean that HR strategies cannot be
entirely governed by the corporate/ business strategy.

The question: 'To what extent should HR strategy take into account the interests of all the‘stake-
holders in the organization, employees in general as well as owners and management?"also needs to
be answered.

2.5.7 Conclusions

The difficulties mentioned above are real, but they are frequently. glossed over in rhetorical
statements about the need for integration. Too often the out- cometis a platitudinous statement such
as: 'Our HR strategy is to develop a performance culture®or:'Our HR strategy is to ensure that the
organization has the talented people it needs'. These are perfectly laudable broad objectives but they
need to be more specific about how the aims=will"be achieved and how they will support the
achievement of business goals.

Matching HR and business strategies is. a problematic process but this doesn't mean that the
attempt to do so should be abandoned. HR.strategists must make every effort to understand the business
model of their organization“(ie a picture of an organization that explains how it achieves competitive
advantage and makes money) and the plans for business model innovation (the process followed by an
organization to develop @ new business model or change an existing one). They have to take into
account the difficulties mentioned above but they need to overcome these by persistent efforts designed
to obtain insight into the real issues facing the organization, leading to plans for practical interventions

that address.those issues.



