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Chapter 3 – Strategic HR
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Introduction
This chapter will help you understand whether the organisation you are supporting has a strategic HR function and if so how it can be improved.  This chapter covers all the basics of understanding strategic HR and the practicalities of creating, implementing and evaluating strategy. 

What is strategic HR?

Strategic human resource management is the process of linking the human resources function with the strategic objectives of the organisation in order to improve performance and therefore profitability.  If HR is delivered in a systematic way e.g. through policies and procedures, based on the needs of the business it can confer significant improvements in areas such as; employee motivation and satisfaction, customer satisfaction and even profitability, which not only add significant economic value but can also confer competitive advantage to the organisation. 

As a starting point why not use this quick check to gauge whether the HR function is working strategically:

QUICK CHECK: Is your HR Department working as a proactive strategic function? 


· What does strategic HR mean to the organisation?
· Does the organisation have a written HR strategy or plan in place?
· If not, does the organisation have an informal strategy?  Has this been articulated?
· Is the HR strategy or plan in line with the organisational culture, mission, values etc?
· Does the HR strategy set the agenda for; resourcing, skills acquisition and development, culture, values and attitude, commitment, productivity, performance management, reward and employee relations?
· If the organisation has an HR strategy or plan is this aligned to and integrated with the corporate and departmental/business-level strategy?
· Does the organisation regularly assess/review the strategy to update it in light of internal and external changes?
· If so, how often does the organisation do this?
· Does the organisation evaluate the strategy, taking into account organisational success e.g. profitability, return on investment?
· If so, how often do they do this?
· Did the organisation undertake an informal or formal SWOT analysis or equivalent before formulating the HR strategy?
“HR’s role is to understand the business and its external environment, ask challenging questions and bring innovative solutions to business problems”

Alistair Imrie, Group HR Director, BAE Systems





Strategic HR: how HR strategy links to profitability

The model depicted below (adapted from Guest, 1997) breaks down the component parts of Human Resources which contribute to organisational profitability.
HR Strategy
HR Practices 
e.g.
Selection
Training
Appraisal
Rewards

Performance Outcomes 
e.g. 
High:
Productivity
Quality
Innovation

Low:
Absence
Customer complaints
Labour turnover


Behaviour Outcomes 
e.g. 
Motivation
Cooperation
Involvement
Quality
Flexibility


Financial Outcomes
e.g.
Profits


It is important to remember that there are different levels of strategy, which could include:

· Corporate strategy: i.e. the overall direction in terms of growth/management
· Departmental/business–level strategy: i.e. the decisions and actions pertaining to each business unit/department (this level may not be present for smaller organisations)
· Functional-level strategy: i.e. the strategy for the functional operations within the business e.g. HR, marketing, finance etc.

[bookmark: _Hlk489281507]HR will be predominantly involved with functional-level strategy, which is mainly concerned with maximising productivity, and should be aligned and integrated with corporate level strategy and business-level/departmental strategy. Most organisations operate strategic decisions using a ‘top-down’ approach i.e. they are cascaded from the top and downstream strategic decisions are dependent on higher ‘upstream’ decisions. However, some organisations choose to use a ‘bottom-up’ approach whereby individuals at the bottom of the hierarchy contribute to strategic planning.

Whatever method is used, it is important to remember that in order to deliver this profitability and competitive advantage, strategic HR needs to ensure that decisions, policies and procedures are in line not only with the internal and external aspects of the organisation.

Internal aspects include:	
			
	Structure 
	The method of internally organising the business.

	Culture 
	The set of shared beliefs, values and norms that represent the character of an organisation.  

	Vision 
	Description of what the organisation wants to achieve in the future.

	Mission
	Description of an organisation’s purpose with reference to their customers, products or services, markets, philosophy or technology.

	Values
	Beliefs or philosophy.

	Goals/strategy
	The tangible aims and objectives of the business.

	Products/technology
	The products or services or technology the business produces or is involved with.


External aspects include:

	Customers
	External customers

	Competitors
	External competitors

	Regulators
	Bodies that regulate the company or industry

	[bookmark: _Hlk489281809]Investors
	Stakeholders usually holding a vested interest in the company either through shares or a financial investment

	Suppliers
	External organisations that supply the business




[bookmark: _Hlk489281859]These internal and external aspects are interdependent and require constant readjustment and review in conjunction with the strategy formulation and implementation.  These aspects can be distilled into three critical elements, as demonstrated by the model below.


HR Strategy needs to be integrated with:

[bookmark: _Hlk489282657]HR Strategy
External aspects
i.e. customers, competitors, regulators, investors, suppliers etc.
Resources
i.e. staffing, recruitment, budgets, time, knowledge etc. 
Internal aspects
i.e. internal strategy, structure, culture, mission, values, goals etc  

[bookmark: _Hlk489282691]The diagram succinctly demonstrates that when formulating, implementing and evaluating the HR strategy consideration should be given to external internal aspects and resources. 

Once the HR strategy has been formulated, it should act as a roadmap for HR professionals to help them implement the 4 core responsibilities of a HR function (Randall, 2001):

· [bookmark: _Hlk489282970]Ensuring the organisation has the right number of qualified employees
· Ensuring that employees have the right skills and knowledge to perform efficiently and effectively
· To ensure that the employees show behaviours that are consistent with the organisation’s culture and values
· To ensure employee’s motivation levels meet the organisation’s needs.



The Strategic Management Cycle

[bookmark: _Hlk489283019]The process of strategic management is a cycle, consisting of several activities which follow and feed on from each other.  The diagram below shows the typical five steps in the strategic management cycle (model adapted from Bratton & Gold, 2007):
[bookmark: _Hlk489283032]Mission & goals
Appraising mission, goals, values, culture and aspirations
Environmental Analysis
Considering SWOT; internal strengths and weaknesses and external opportunities and threats
Strategic formulation
Making strategic choices that enable the organisation to meet its business goals
Strategy implementation
Techniques used to implement strategies e.g. organisational design, management of HR, leadership style.
Strategy evaluation
Evaluating the actual extent to which actual change and performance match the desired change and performance.


[bookmark: _Hlk489283088]Mission & goals: the initial process of the strategic cycle starts with appraising the mission, goals, values, culture and values of the business – to ensure that the strategy is in line with these fundamental ‘softer’ elements of the business. 

Environmental analysis: a SWOT analysis (strengths, weaknesses, opportunities and threats) or similar should be considered, to understand the external and internal strengths, weaknesses, opportunities and threats, this will ensure that a commercial, comprehensive HR strategy is produced.  See the end of the chapter for a SWOT analysis template.

Strategy formulation: this is the process of writing the strategy, ensuring it is aligned to and integrated with not just the corporate level strategy but also the business level or departmental level strategy. Please refer to the template included at the end of this chapter to help HR Professionals with strategy formulation.

Strategy implementation: the process of implementing the strategy should include not just the activities and tasks required to achieve the strategic objectives, but the process of implementation should include a continual review process.  This process of continually reviewing/assessing the strategy in light of internal and external changes should be an ongoing informal process, although may be reviewed formally on a less frequent basis, commonly every 3 months.

Strategy evaluation: strategy evaluation is a critical element of the strategic cycle, and the success of the strategic objectives should be considered in light of the organisational success specifically the success of the strategic objectives.  Strategy evaluation is likely to take place informally on a frequent basis, but formal evaluation commonly takes place every 6 months or annually.

Key ingredients in the HR strategy:

The key ingredients in the HR strategy should set the agenda for:

· Resourcing
· Skills acquisition and development
· Culture, values and attitude
· Commitment
· Productivity
· Performance management
· Reward
· Employee relations

Who is in the HR Professional’s network?

In order to implement a strategic HR plan, it is key for HR professionals to have good relationships with key ‘gatekeepers’; their network is critical.  To help HR professionals identify these individuals use the following template, considering:

· There are some relationships that are well established and don’t need to be changed or given attention to
· There are some relationships that can be dropped e.g. contacts who add little value and take up time and energy
- 	Identify the key people and who more time should be devoted to.


	
Stakeholder
	Currently have relationship with 
	Currently don’t have relationship with
	Need to develop relationship with
	Action


	Example: The CEO
	Quite good but meetings are always initiated by him/her
	Could be better 
	There are times when I need to be able to approach the CEO to run an idea past him/her
	Start by sending occasional emails that may be helpful to him/her.  Seek to have a meeting once every month to explore specific issues.  Ensure that I am well prepared and have solutions ready.  Take no more than 15-20 minutes.

	




	
	
	
	

	




	
	
	
	

	




	
	
	
	

	




	
	
	
	

	




	
	
	
	






CASE STUDY: Nokia

NOKIA

Nokia is a leading Company in the mobile phone and telecommunications industry.

In the late 1990’s the Company identified major challenges and new business opportunities, mainly related to the emerging attention on mobile phones and the network industry.  Support from senior management, the government, trade unions and employees allow Nokia to transform itself in the 1990’s to become a global player in telecommunications.

The Company is technology driven with a culture that’s fully assimilated with networking and information technology.  The corporate culture; ‘the Nokia way’ reflects equality among employees, openness to people and the sharing of ideas.  Selective recruitment and selection, training and development, employee involvement and compensation are key HR practices that are applies to achieve the organisation’s goals.

Employee involvement is reflected in job autonomy, self responsibility for personal development, regular feedback sessions, coaching new employees, regular employee surveys and general participation in decision making.

The HR department operates a forum for all HR related questions and publishes every answer openly on the intranet raised.

Overall the Company is characterised by a flat organisational structure and a culture that is highly affected by the technological nature of the business.  HR practices are aligned with the technological environment and the Company’s culture.








Templates to aid the formulation of an HR strategy

The following 3 templates can be used collectively or individually by HR Professionals to help assess the external and internal environment and practically translate the people issues into an HR Strategy with tangible objectives.

Template 1: SWOT (strengths, weaknesses, opportunities and threats) Analysis 

In the boxes below note down the strengths, weaknesses, opportunities and threats to the organisation.  If an HR department is already in place it’s worth doing this exercise separately to analyse the strengths, weaknesses, opportunities and threats to the HR department.External Opportunities:
External Threats:
Internal Weaknesses:
Internal Strengths:
Examples:

- Political effects
- Legislative effects
- Environmental effects
- IT developments
- Competitor intentions
- Market demand
- New technologies, services, ideas
- Vital contracts and partners
- Sustaining internal capabilities
- Obstacles faced
- Insurmountable weaknesses
- Loss of key staff
- Sustainable financial backing
- Economy, home, abroad
- Seasonality, weather effects
Examples:

- Disadvantages of proposition
- Gaps in capabilities
- Lack of competitive strength
- Reputation, presence and reach
- Financials
- Morale, commitment, leadership?
- Accreditations
- Processes and systems
- Management cover, succession 
- Reliability of data, plan predictability
- Own known vulnerabilities
- Cash flow
Examples

- Seasonal weather, fashion influences
- Volumes, production, economies
- New USP
- Global influences
- Technology development or innovation
- Niche target markets
- Geographical export/import
- Market developments
- Competitors vulnerabilities
- Industry or lifestyle trends

Examples:

- Philosophy and values
- Price, value, quality
- Accreditations, qualifications or certifications
- Processes, systems, IT, communications
- Cultural, attitudinal, behaviours
- Location and geographical
Management cover, succession
- Capabilities
- Competitive advantages
- USP’s
- Resources, assets, people
- Experience, knowledge, date

Template 2: COPS (culture, organisation, people and HR Systems) Analysis 

Use the questions as a guide to analysing the culture, organisation, people and HR Systems, note down in the relevant boxes the questions that are a ‘no’ – think about why then are a ‘no’.  Where is the organisation now and where does it need to be?
Questions:
- Does the structure of the organisation encourage high performance?
- Is the organisation structure flexible in the face of changing demands?
- Is the structure too complex?  If so in what areas?
- Do staff have clear roles and responsibilities?
- Does the organisation structure tend to push problems up rather than resolve them at the point where they occur?
- Do procedures and management practices facilitate the accomplishment of tasks?
Questions:
- Do staff identify with the organisation and realise its success will benefit them?
- Do staff see themselves as having common interests with their work colleagues and group?
- Is there a strong team spirit?
- Is work allocated on the basis of expertise rather than position in the organisation?
- Are there appropriate leadership skills in the organisation?
- Does the organisation encourage innovation and creativity?
- Do staff feel a sense of personal responsibility?
Questions:
- Do staff have the necessary skills and knowledge to perform their jobs effectively?
Do staff understand their jobs and how they contribute to business goals and objectives?
- Do staff have a customer service orientation?
- Are people with potential spotted and developed for the future?
- Are staff encouraged to perform will through recognition feedback etc?
- Do staff know what expected performance standards are?
Culture:
Organisation:
HR Systems:
People:
Questions:
- Do the systems e.g. selection, recruitment, promotion, etc) encourage high performance in staff?
- Are these systems consistent across the organisation?
- Are there clear rewards for high performance?
- Does the organisation review its systems frequently and ensure they are compatible with each other?  

Template 3: Understanding the critical people issues
Use this template from the top; first consider hard and soft business strategy, COPS analysis and SWOT analysis, before considering the critical people issues in the organisation that have an impact on the delivery of the hard and soft business strategies – prioritise them.  Then for each critical issue, consider the options and the consequences of taking/not taking those options.  Then translate this into an action plan with broad objectives:
SWOT analysis 

SWOT Analysis
Hard Business Strategy e.g. goals and objectives
COPS Analysis
Soft Business Strategy e.g. mission, values, vision	
























Template 4: Formulating HR Strategy

Using template 3 and the critical people issues you have identified, now translate the options available to solve the issues into an action plan with broad objectives.  You may want to break these objectives down into some of all of the following areas: training and development, management development, organisational development, performance appraisal, reward, recruitment and selection, manpower planning and communication

HR Strategy

	Improvement
(i.e. the critical people issue that needs to be improved) 
	Key Objectives
(i.e. the specific objectives that will achieve an improvement in the critical people issue)
	Current Position
	Benchmark
(e.g. figures either from the organisation or industry averages – this may not be possible for all areas of improvement)
	Indicator of Success
(this should be SMART – specific, measurable, achievable, realistic and have a timescale attached)

	Example:
1. Improve conflict management 

	- Review policies
- New case worker role
- Conflict resolution and mediation strategy
	143 formal cases in the past year (grievance, discipline, probation and capability)=  28.6 cases per 1000 staff
	Industry average 9.4 cases per 1000 staff.  
	Reduction in level of casework by 10% year on year
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