Human Resource Strategy

What is it and why do you need one?

Some definitions

An organisational strategy has been defined as ‘a road map to the future’ and as such, seeks to answer two fundamental questions: where do we want to go and how do we want to get there?

A human resource strategy (HRS) aims to underpin the organisation’s strategy and show how the different activities associated with managing people can enable the organisation’s strategy to be delivered more effectively. A typical human resource strategy will address issues surrounding resourcing (planning, recruitment, internal promotions and transfers), development (training, career management), performance management (productivity improvement), reward (pay and benefits, job evaluation), employee relations (consultation, communication, discipline and grievance), culture (organisation development), and the efficiency of the HR function in delivering timely cost effective services. A consequence of many HRS’ is that the HR function has to realign itself with the needs of the business.  In an electrical retailer, a division of Thorn, HR had to shift from being ‘guardians of the rules’ to ‘facilitators of change’ in order to deliver the performance improvement the business strategy demanded.  

David Ulrich, an academic, classifies HR activity into transactional and transformational (Appendix 1). His research indicates that a shift is occurring in many organisations away from transactional towards more transformational work. To accomplish this change, the HRS must chart a difficult course as the reduction in transactional work usually arises from work simplification, automation, outsourcing or getting staff and line management to do more of the basic work themselves. This is often unpopular. It is however, increasingly demanding issues like these that highlight the importance in an HRS of addressing how change, implied by the strategy, is to be accomplished.

The benefits

The benefits to be gained from an HRS lie in a coherent approach to managing people which reinforces the behaviour desired to accomplish goals. The AA for example set out to improve customer service and identified the need to improve telephone contact with members. The HRS identified that the best approach was to break down the hierarchical control structure, giving greater freedom and discretion to staff on the front line and through enhanced skills in dealing with customer queries, satisfy more queries faster. Merely training without greater freedom, or greater discretion without the training would not have resulted in the benefits. In another company, however, HR set about a programme of reform and revitalisation and focussed their efforts on developing a competency framework. Their belief was that by adopting good practice in each area, the business would be helped to make better recruitment and training decisions. However the business strategy required HR to be focussed on employee relations in achieving more job flexibility through negotiation with the trade unions. This mismatch in priorities and strategic alignment caused the business to fail in achieving its targets through a lack of work flexibility and, incidentally, HR to feel frustrated that the business was not interested in adopting best practice.  

British Airways launched a management programme some years ago to encourage faster operational decision-making through greater empowerment of first line supervisors. However soon after the programme ended a newly empowered manager made a mistake in all innocence and came up against the old style disciplinary process. Others who saw this realised that it was safer to ‘keep your head below the parapet’, despite the freedoms they now enjoyed. An HRS in this instance would have identified the need to realign the disciplinary process to ensure that mistakes were used for positive learning.

Choices

Strategy makes explicit what is often only implicit.  Strategy brings to the surface critical choices and these will be different for each organisation. In IATA, the international aviation organisation, the HR department spent a long time ensuring that its advice was the very best, but it resulted in frustration at the long delays. Their strategy was to shift the bias towards action, at the expense of sometimes having to revisit issues. 

Legal and General however identified that their control of many activities had left managers dis-empowered and dependent. Their strategy was to move a number of HR transactions such as holidays, sickness recording and information queries on to an Intranet, available to line managers, and move the HR teams’ time and attention to giving advice and problem resolution. A vital ingredient in the implementation of the strategy was to equip HR staff with the consulting and facilitation skills to make this a reality.  Their story illustrates a perennial dilemma of organisations that strategy has to constantly wrestle with: What to tightly control, usually through centrally determined policy vs. what to give freedom to local management to decide.

Employee relations is an area of multiple choice. Vertex, a services company born out of  the merger of North West Water with North West Electricity: ‘has moved from traditional collective bargaining to de-recognition to a non-union employee consultation model and back to collective bargaining based on partnership and consultation.’
 Their strategy was to look for a new way of working and experiment boldly until they found it.

In Wallace and Tiernan, a pump manufacturer with English and German subsidiaries, two different strategies emerged reflecting different philosophies, market conditions and choices. The English company paid high wages and sought to recruit skilled people who could be productive from day one. The German subsidiary recruited less skilled personnel at lower cost but invested heavily in training. However a time of skill shortage in the UK resulted in a switch of strategy towards the German model. Strategy therefore helps to identify choices and the consequences of each. No strategy though lasts for ever.

Performance

The imperative of every organisation is to perform sufficiently to survive and prosper, and increasingly to improve that performance year on year. Performance invariably improves only marginally when the emphasis is solely on getting staff to work harder. Significant improvements only come through changes in the way people work, and in the choices of what they do. Identifying the levers of performance and choosing what and how to pull them is an output of strategy. The BBC used the Burke Litwin model of performance (Appendix 2) and set about specific change and development activities to enhance each element of the model. They identified as a priority, the need to create a common vision and set of skills amongst the leadership, in order to deliver enhanced performance. Their HRS therefore, focussed on this area to start with.

Organisations that have a high proportion of their work concentrated on repetitive activities often seek performance improvement by routinisation. The results of many organisations’ efforts through process re-engineering are impressive. For example Yellow Pages achieved a 4 times improvement in cost per transaction through process redesign. However the corollary of this approach is that repetition can reduce the capacity and willingness of the organisation to continually look for improvements. In such organisations the HRS will find ways of continually challenging the organisation. North West Water after privatisation wanted to challenge existing thinking and so sent managers and key opinion formers to look at water treatment round the world. They came back brimming with ideas and often from countries that previously they would have dismissed as places from which there was nothing to learn.

Process re-engineering has in some instances ‘dehumanised’ work due to an excessive emphasis on systems. An effective HRS balances the competing demands in an organisation and helps to create a more integrated approach. This was highlighted by David Guest, Professor of Organisational Psychology at London, who surveyed organisations that appeared to be using strategic human resource management. He concluded that four goals appeared to be the underlying principles: Strategic integration of personnel and business strategies, building high commitment workforces, a focus on quality and flexibility.

Balancing continuity and change

An HRS identifies what should be kept and cherished in the current ways of working, what needs to be enhanced and what needs to be abandoned. The Richard Rogers partnership, an architectural practice, has grown in size due to its worldwide success. Its HRS recognised the need to retain its strong informal team-working ethos, yet establish modern procedures in recruitment and appraisal and reward to ensure efficiency and equity.  Mars, the manufacturer of food and confectionary, has had a long history of leading edge practices in HR management. Its HRS identified the need to retain its excellent employee relations as well as developing improved productivity through better human resource planning. A critical strategy then for the HR function was to equip themselves with the latest tools and techniques for planning and productivity improvement.  They wanted to ensure that they took every opportunity for helping the organisation improve its performance whenever it arose.  This enabling strategy illustrates the need for HR functions to be well trained and nimble in their approach and thus be able to seize every opportunity to help the organisation move forward.

Turning choices into action

If strategy is about making choices then what helps to make them? HRS will deploy a range of tools to help. A good starting point is to identify the critical success factors: identifying what the organisation needs to concentrate upon in order to be successful. For Riverside, a housing association in Liverpool, it was reacting quickly to tenants concerns. Their HRS identified that a call centre with pleasant and knowledgeable staff was going to be critical to delivering that outcome. It has taken time and investment to achieve a satisfactory level of service, but it is unique amongst housing associations and thus will give competitive advantage as they compete for tenants and funds. It also entailed the development of a sophisticated computer system and highlighted the necessity of the HRS and the business strategy to be closely integrated. Peter Drucker once said that success in organisational life is indivisible; all the parts have to work, and together.

It was writers in the 15th century who first described so accurately the likely resistance to change
. An HRS sees implementation of strategy and dealing with resistance as an intrinsic part of the strategy itself. When IATA decided that its HRS involved changing the culture of the organisation (less bureaucratic, more commercial and customer focussed) it set about designing a process over several years that engaged the whole organisation, sought to reinforce positive behaviours with a reward system in line with the new culture and helped managers to ‘walk the talk’. Riverside Housing’s approach to improving customer care was not only to increase the training in basic skills, but also to do it via a series of facilitated workshops which involved everyone, and encouraged a more positive view of the organisation. They reasoned that staff who felt good about the organisation and would exhibit that enthusiasm to customers, was critical to success. This would only come about by involving staff more, dealing with their objections and criticisms face-to-face, and thus motivate them to release more discretionary effort.

In conclusion a Human Resource Strategy is designed to enable the organisation to accomplish its organisational strategy. It presents the choices the organisation has to face to achieve its goals and focuses effort in those areas where there is the best return. A good strategy identifies what should be preserved and what should change, and it helps to integrate the different aspects of the organisation’s activities into a more coherent pattern of working that makes sense to all the stakeholders. Finally a successful HRS is a spur to action, without which any strategy is of little value.

Jim Cannon

December 24th 2001
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Source: D. Ulrich, (1997) Human Resource Champions. Harvard Business Press
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