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UNIT:1

Conceptualframeworkandcontextofstrategic SHRM

SHRM is an approach ofdecision making relating to the organizationalobjectives

connectingpeopleratherthanemployeeswhoareessentialtoimplementingthebusiness

strategyoftheorganization.

Atthesametime,SHRM setsuparapportconnectingHRM withStrategicmanagement

whileSHRM aimedtoclarifythewholecourseofactionthattheorganizationwouldliketo

accomplishitsobjectivesbytheconcernedpeople.

Wright(1998)addedthatasacomponentofthestrategicmanagement,SHRM would

considertohandlingwithallpeoplelinkedwiththebusinessforlong-term andintegrate

inclusive issues ofthe organizationalstructure,its culture,managerialeffectiveness,

performance,resources,aswellaschangesofmanagementthatdealswithHRactions

appliedtosupportthecompetitivestrategyoftheorganization.

SHRM asameansandapproachofsupportingthemanagementofHRconnectingwiththe

strategiccontextofthebusinesswhileitaimedtoendowwithanintellecttodirectingany

disorderlyenvironmentoftheorganizationtowardsanorderedandcoherentwayadopting

effectualactionsandpolicies.

BeckerandHuselid(2006)explainedthattheSHRM takesintoaccountthoseverdictsand

courseactionstomanagingtheemployeesofallstagesinthewaythatrootedtothe

directionofgeneratingsustainingcompetitiveadvantagefortheorganization.

Sheehan(2005)exploredthatSHRM shouldmakeavailableofguidelinestoselecting

triumphantactiontogainingeventualtrialoftheauthenticityofstrategicHRM whereHRis

consideredastrategicissueforoverallcorporatefunctionandevidence.

ToimplementingSHRM,itisessentialtoenlargetheexistingstrategyoftheorganization

withclearreflectionontheHR dimensionsand comprehensibleguidancefortheHR
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managementregardingtheirresponsibilityandaccountability.

Datta(2007)alsomentionedthatagreatdealoftheliteratureendowswiththefactsof

strategic amalgamation,butitis necessary to address the reasons why strategic

incorporationwouldbeadvantageoustoorganizations.

ThewiderviewpointofmodernbusinessadvocatestoamplifytheinputofHRreflections

withinthestrategicplanningwithanoutlooktocaringemployeesasanassetofthe

organization ensuring theirfurtherparticipation and apprehension through effectual

communications,resultorientedproceduralpractices,wellalienedtraining,rewardand

careerexpansionopportunitiesconcernedwithperformance.

SchulerandJakson(1987)explainedthenecessityofSHRM arguingthatitwillprovidewell-

builtvisionaryandcaptivateleadershipatthetopoftheorganisationthatdedicatedtothe

exposedmissionsandvalueswithclearunderstandingtothebusinessstrategies,eagerto

implementingthem effectually,positivefocustothecriticalsuccessfactors,andfriendlyto

workingconsistentmanagementteam.

SHRM:Introduction,CharacteristicsandScopeof SHRM

BeforewetrytoexplainthemeaningofstrategicHRM,letusfirstdefinetheterms‘strategy’

and ‘strategic management’.The term ‘strategy’is widelyused in and presupposes

importance.InthewordsoftheOxfordConciseDictionary,strategymeans‘generalship’.

Thus,strategyisassociatedwiththelong-term decisionstakenatthetopoftheenterprise.

Theoriginalliterarymeaningofstrategyis‘theartandscienceofdirectingmilitaryforces’.

Theterm strategyisfrequentlybeingusedinthepresent-daycorporateworld.Itenvisages

thinkingaheadtosurviveandgrow inahighlycompetitiveenviron¬ment’.Strategyis

concernedwithdeterminingwhichoptionwillprovidemaximum benefits.Accordingto

JauchandGlueck.
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“Strategy is a unified,comprehensive and integrated plan thatrelates the strategic

advantagesofthefirm tothechallengesoftheenvironment.Itisdesignedtoensurethat

the basic objectives ofthe enterprise are achieved through properexecution bythe

organization.

CharacteristicsofStrategicHumanResourceManagement(SHRM)

1.RecognitionoftheoutsideEnvironment: Outsideenvironmentpresentssomeopportunities

andthreatstotheorganizationintheform of-

 Laws

 Economicconditions

 Socialanddemographicchange

 Domesticandinternationalpoliticalforces

 Technologyandsoon.

Strategichumanresourcestrategyexplicitlyrecognizesthethreatsandopportunitiesin

eachareaandattemptstocapitalizeontheopportunitieswhileminimizingordeflectingthe

effectofthreats.

2.TheimpactofCompetition: Theforcesofcompetitioninattracting,rewarding,andusing

employeeshaveamajoreffectoncorporatehumanresourcestrategy.Forcesplayoutin

local,regionaland nationallabormarkets.Labormarketdynamics ofwage rates,

unemploymentrates,workingconditions,benefitslevelsminimum wageslegislationand

competitionreputationallhaveanimpactonandareaffectedbystrategichumanresource

decisions.

3.Long-RangeFocus: Astrategichumanresourcemanagementshouldbelong-rangefocus

causethisisnoteasytochangethestrategichumanresourcepolicy.

4.ChoiceandDecision-makingfocus: Inotherwords,thestrategyhasaproblem solvingor

problem preventing focus.Strategy concentrates on the question,“whatshould the

organizationdoandwhy?”thisactionorientationrequiresthatdecisionsbemadeand

carriedout.
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5.ConsiderationofallPersonnel: Astrategicapproachtohumanresourcesisconcernedwith

allofthefirm’semployees,notjustitshourlyoroperationalpersonnel.Traditionally,human

resourcemanagementfocusesonhourlyemployees,withmostclericalexemptemployees

alsoincluded.

6.IntegrationwiththeCorporateStrategy: Humanresourcestrategyadoptedbyafirm should

beintegratedwiththefirm’scorporatestrategy.

Thekeyideabehindoverallstrategicmgtistocoordinateallofthecompany’sresources,

includinghumanresources;insuchawaythateverythingacompanydoescontributeto

carryingoutitsstrategy.

Synergymeanstheextrabenefitorvaluerealizedwhenresourceshavebeencombinedand

coordinatedeffectively.Thisconceptoftenreferredtoaseconomiesofscope,makesthe

combinedwholeofthecompanymakevaluablethanthesum ofitsparts.Itisatruebenefit

ofgoodstrategicmanagementofresources.

KeyFeaturesofStrategicHumanResourceManagement

ThekeyfeaturesofSHRM are

ThereisanexplicitlinkagebetweenHRpolicyandpracticesandoverallorganizational

strategicaimsandtheorganizationalenvironment

 ThereissomeorganizingschemalinkingindividualHR interventionssothattheyare

mutuallysupportive

 Muchoftheresponsibilityforthemanagementofhumanresourcesisdevolveddownthe

line

ApproachesoftheSHRM

 AttemptstolinkHumanResourceactivitieswithcompetencybasedperformancemeasures

 AttemptstolinkHumanResourceactivitieswithbusinesssurplusesorprofit.
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ImpactofGlobalizationon HRM

Whenabusinessexpandsitsoperationintoothercountries,theimpactofglobalizationon

humanresourcedevelopmentandmanagementissignificant.Companiesneedtoconsidera

diverserangeofpracticaladjustmentstobeabletohire,train,retainandsupportaworkforce

that’softenspreadthroughoutseveralcountries,whichoftenhavevaryingculturalidentities.

HumanResourcesdepartmentsmustadapttheirthinkingandpracticestoincludecultural

differences,foreignregulationsandtechnologicaldevelopments.

ImpactofGlobalizationonHRM

1.GlobalizationofHumanCapital

Perhapsthegreatestresourceavailabletoanycompanyistheworkforceitacquiresandretains.

Asacompanyextendsitsbasetoaforeignshore,theimpactofthatglobalizationonHR

procedureswillextendtocurrentworkersandalsotonewemployees.TheHRdepartmentwill

needtoincreasesupportofitscurrentstaff,astheytransferoverseastonew positions.

Assistancewithvisas,workpermits,andhousingwillberequired,aswellastrainingincultural

issuesandperhapslanguageacquisition.Newlocaltalentmustbeacquiredanddeveloped,as

well.Acompany’sabilitytomoveintonewmarkets,willdependonitsabilitytofillneedswith

skilledworkers.Insomesituations,localworkersmaymeetthecriteria,butinothersituations,

theymaybemorelooking forskilled and already-trained employeesto betransferred to

positionsinthenew overseaslocation.Inthiscase,thewillingnessofworkerstobecome

mobilecouldbeakeyfactortoproductivity.

2.CorporateandCulturalDifferences

Anothersignificantimpactofglobalizationonhumanresourcedevelopmentisthenecessityto

considerculturaldifferences,bothinandoutoftheworkplace.
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Businessestendtohavetheirowncorporateculturesorwaysofoperating,butthereare

societalandculturaldifferencesbetweenpeopleaswell.Culturalnormswithinasocietyaffect

theworkforceandhow workersview theirjobs,especiallyinrelationtotimespentwiththeir

familyandideasaboutemploymentexpectations.Someculturesmayalsohavevaryingmores

aboutgenderroles,particularlyconcerningtheroleofwomeninleadership.Whileafemaleina

managerialpositionisnotuncommoninAmericanculture,thesamemanynotholdtrue

elsewhere.

Similarly,amanagerbroughtinfrom thehomeofficemaynotbethebestpersontomanagean

overseasstaff,becausetheydonotunderstandallthenuancesofthelocalcultureandwhat’s

consideredacceptablebusinesspractice.Forexample,insomecountries,thetypicalworkday

maybequitedifferentfrom thetraditional9to5hours.Workersmightbeaccustomedto

startingtheirdayearlierinthemorning,takingalongermid-daybreakforlunchandrestand

thenreturningfinishingtheirworkbyearlyevening.Amanagerwhoadaptstolocalculturemay

findbettersuccessamonghisemployees.

3.EmploymentandTaxLaws

Globalexpansionisalsoaffectedbyvaryingtaxandlaborlaws.HRdepartmentsneedtobe

preparedtodealwithdifferenttaxrates,benefitrequirementsorlaborandenvironmental

regulations.Theserequirementsmaybeinadditiontooreveninconflictwithcurrentcorporate

policies,soadjustmentstomaintaincompliancewithlocalgovernmentsarenecessary.HR

managersmustbecomeexpertsinissuesthatnotonlypertaintotheirindustry,butkeep

currentwithissuesandgovernmentpolicieswithinthecountriesinwhichtheircompanynow

operates.

4.Long-DistanceCommunicationChallenges

Inasmall,localbusiness,theHRmanagercanaskanemployeetostopbytheHRofficetosign

aform,discussanissuewiththeirpaycheckortohandleapolicy-relatedissue.Whenmanaging

employeesovergreatdistancesandperhapsinseveralsitesspreadaroundtheglobe,HR

departmentsfaceabiggerchallengeincommunicatingwiththeiremployees.Often,theymust

relyontechnologysuchasemailorconferencecallingtorelayinformation,therebyeliminating
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someofthemoredirecthumanelementsofinteraction.Officesarealsoopenduringdifferent

pointsinthe24-hourworkday,sothatevensimpleissuesmaytakemoretimetoresolve.

AlthoughformsandHRmanagementsoftwareshouldbestandardizedthroughoutthecompany,

accommodationsmayhavetobemadeforlanguagedifferences,aswell
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ChangingNatureof Workforce

Advancesintechnology,amoredemandingworkforceandshiftsinprioritiesarecombining

tochangetheshapeoftraditionalbusinessandcreatearevolutionintheworkplace.

Thewaywework,theshapeofourcompanystructuresandtheexpectationsofour

employeeshaveallundergoneafundamentalshiftinthe21st century.Withtechnologyas

thecatalyst,themomentum ofthisshiftisonlygoingtoincrease.

Givethem flexibility

Employeeswon’tjustbehappydoingonejobanymoreandlookingforverticalprogression

withinthatjob.Climbingthecorporateladderisathingofthepast.Flexibleandflat

structuresallow employeestoworkacrossmultipleareasofthebusiness.Thisnotonly

improvestheirownskillsandkeepsthem engagedbutitaddssignificantvaluetothe

companybybuildingabaseofemployeeswhoarefamiliarwithdifferentaspectsofhow

thebusinessoperates.Withthisincreasedunderstandingtheemployeeisthenableto

perform atamuchhigherlevel.

Usetechnologytocreateabetterexperience

Techisn’tsomethingnewtoMillennials.Theyhavebeenraisedwithtechnologyreadilyavailable,

especiallysmartphoneswhichform thehub ofthewaytheycommunicate,interactand

socialise.That’swhyintegrating keybusinesstoolsonto amobileplatform isabsolutely

essentialforforwardthinkingbusinesses.AtQuinyx,ourmobileappisusedbymorethan

300,000userseachday,whonotonlyuseittoseewhentheyareworkingnextbuttoalsosee

whotheyareworkingwithandcommunicatewiththem throughtheapp.Theirfamiliaritywith

mobiletechnologyandexpectationsofbeingabletocompleteanytaskwiththeirsmartphone

areallmet.Inmakingtheirlivesmoresimple,itthenallowsthem tofocusondoingtheirjob.
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Puthealthandwellbeingfirst

Employerswhomanagetheiremployee’shealthandwellbeingsuccessfullywillreapthe

benefitsofdoingso.Thiscoverseverythingfrom nutrition,exercise,mindfulnessandeven

sleep.Italsomeanscreatinganenvironmentwhereemployeesenjoyspendingtime.Not

onlydoesthisdemonstrateastrongdutyofcarefrom theemployerbutitwillalsoimprove

employeeperformanceonapurelyphysicallevel.Forexample,anemployeewhohas

troublesleepingwon’tbeabletoperform attheiroptimum.

BPareusingfitnesstrackersaspartofanincentiveprogrammetohelpemployeesreduce

healthcarecostswhileUKsupermarketTesco’susesmartarmbandsasaworkingaidin

theirdistributioncentres.

Justlike advances in sportscience are helping coaches and athletes improve their

performancethroughdata,companiesarenow lookingatwaystheycandothesameto

optimisetheiremployeesperformancetogainadvantageovertheircompetition.

Understandingtheneedsofyourstaff,andhowtheseneedschangeovertime,helpsyou

createabusinesswhereemployeesenjoywork.It’sthroughenjoyingworkthatemployees

areabletoperform tothebestoftheirabilitiesanddeliverresults.

EvolutionofSHRM

 HRM canbeseenaspartofthewiderandlongerdebateaboutthenatureofmanagementin

generaland the managementofemployees in particular.This means thattracing the

antecedentsofHRM isaselusiveanexerciseasarrivingatitsdefiningcharacteristics.Certainly

thereareantecedentsinorganizationaltheory,andparticularlythatofthehumanrelations

school,butthenatureofHRM hasinvolvedimportantelementsofstrategicmanagementand

businesspolicy,coupled withoperationsmanagement,whichmakeasimple‘familytree’

explanationofHRM’sderivationhighlyimprobable.

WhatcanbesaidisthattheoriginsofHRM liewithinemploymentpracticesassociatedwith
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welfarecapitalistemployersintheUnitedStatesduringthe1930s.BothJacoby(1997)and

Foulkes (1980)argue thatthis type ofemployerexhibited an ideologicalopposition to

unionisationandcollectiverelations.Asanalternative,welfarecapitalistsbelievedthefirm,

ratherthanthird-partyinstitutionssuchasthestateortradeunions,shouldprovideforthe

securityandwelfareofworkers.Todeteranypropensitytounionise,especiallyoncePresident

Roosevelt’s New Dealprogramme commenced after1933,welfare capitalists often paid

efficiencywages,introducedhealthcarecoverage,pensionplansandprovidedlay-offpay.

Equally,theyconductedregularsurveysofemployeeopinionandsoughttosecureemployee

commitmentviathepromotionofstrongcentralizedcorporateculturesandlong-term cum

permanentemployment.Welfarecapitalistspioneeredindividualperformance-relatedpay,profit

-sharingschemesandwhatisnowtermedteam working.Thismodelofemploymentregulation

hadapioneeringroleinthedevelopmentinwhatisnowtermedHRM butrestedonstructural

featuressuchasstableproductmarketsandtheabsenceofmarkedbusinesscycles.Whilethe

presenceofHRM waswellestablishedintheAmericanbusinesssystem beforethe1980s,it

wasonlyafterthatperiodthatHRM gainedexternalrecognitionbyacademicsandpractitioners.

Thereareanumberofreasonsforitsemergencesincethen,amongthemostimportantof

whicharethemajorpressuresexperiencedinproductmarketsduringtherecessionof1980–82,

combined with a growing recognition in the USA thattrade union influence in collective

employmentwas reaching feweremployees.Bythe 1980s the US economywas being

challengedbyoverseascompetitors,mostparticularlyJapan.Discussiontendedtofocuson

twoissues:‘theproductivityoftheAmericanworker’,particularlycomparedwiththeJapanese

worker,‘andthedecliningrateofinnovationinAmericanindustries’(Devanna etal.,1984:33).

From thissprangadesiretocreateaworksituationfreefrom conflict,inwhichbothemployers

andemployeesworkedinunitytowardsthesamegoal– thesuccessoftheorganisation

(Fombrun,1984:17).Beyondtheseprescriptiveargumentsandasawide-rangingcritiqueof

institutionalapproaches to industrialrelations analysis,Kaufman (1993)suggests thata

preoccupationwithpluralistindustrialrelationswithinandbeyondtheperiodoftheNew Deal

excludedthenon-unionsectoroftheUSeconomyformanyyears.
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Insummary,welfarecapitalistemployers(softHRM)andantiunionemployers(hardHRM)are

embedded featureswithintheUS businesssystem,whereastheNew DealModelwasa

contingentresponsetoeconomiccrisisinthe1930s.ntheUK inthe1980sthebusiness

climatealsobecameconducivetochangesintheemploymentrelationship.AsintheUSA,this

waspartlydrivenbyeconomicpressureintheform ofincreasedproductmarketcompetition,

therecessionintheearlypartofthedecadeandtheintroductionofnewtechnology.

However,averysignificantfactorintheUK,generallyabsentfrom theUSA,wasthedesireof

thegovernmenttoreform andreshapetheconventionalmodelofindustrialrelations,which

providedarationaleforthedevelopmentofmoreemployer-orientedemploymentpoliciesonthe

partofmanagement(Beardwell,1992,1996).Therestructuringoftheeconomysaw arapid

declineintheoldindustriesandarelativeriseintheservicesectorandinnewindustriesbased

on ‘high-tech’products and services,many ofwhich were comparatively free from the

establishedpatternsofwhatwassometimestermedthe‘old’industrialrelations.

Thesechangeswereoverseenbyamuscularentrepreneurialism promotedbytheThatcher

Conservative governmentin the form ofprivatisation and anti-union legislation ‘which

encouragedfirmstointroducenewlabourpracticesandtore-ordertheircollectivebargaining

arrangements’(HendryandPettigrew,1990:19).

TheinfluenceoftheUS‘excellence’literature(e.g.PetersandWaterman,1982;Kanter,1984)

alsoassociatedthesuccessof‘leadingedge’companieswiththemotivationofemployeesby

involvedmanagementstylesthatalsorespondedtomarketchanges.Asaconsequence,the

conceptsofemployeecommitmentand‘empowerment’becameanotherstrandintheongoing

debateaboutmanagementpracticeandHRM.A review oftheseissuessuggeststhatany

discussionofHRM hastocometotermswithatleastthreefundamentalproblems:

 ThatHRM isderivedfrom arangeofantecedents,theultimatemixofwhichiswhollydependent

uponthestanceoftheanalyst,andwhichmaybedrawnfrom aneclecticrangeofsources;

 ThatHRM isitselfacontributoryfactorintheanalysisoftheemploymentrelationship,andsets

partofthecontextinwhichthatdebatetakesplace;

 ThatitisdifficulttodistinguishwherethesignificanceofHRM lies– whetheritisinits
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supposedtransformationofstylesofemployeemanagementinaspecificsense,orwhetherin

abroadersenseitisin itscapacityto sponsorawhollyredefined relationship between

managementandemployeesthatovercomesthetraditionalissuesofcontrolandconsentat

work.

Thisambivalenceoverthedefinition,componentsandscopeofHRM canbeseenwhen

examiningsomeofthemainUK andUSanalyses.AnearlymodelofHRM,developedby

Fombrun etal.(1984),introducedtheconceptofstrategichumanresourcemanagementby

whichHRM policiesareinextricablylinkedtothe‘formulationandimplementationofstrategic

corporateand/orbusinessobjectives’.ThemodelisillustratedinFigure(Thematchingmodelof

HRM).Thematchingmodelemphasisesthenecessityof‘tightfit’betweenHRstrategyand

businessstrategy.

Thisinturnhasledtoaplethoraofinterpretationsbypractitionersofhowthesetwostrategies

arelinked.Someoffersynergiesbetweenhumanresourceplanning(manpowerplanning)and

businessstrategies,withthedrivingforcerootedinthe‘productmarketlogic’(Evansand

Lorange,1989)Whatevertheprocess,theresultisverymuchanemphasisonthe unitarist view

ofHRM:unitarism assumesthatconflictoratleastdifferingviewscannotexistwithinthe

organisationbecausetheactors–managementandemployees–areworkingtothesamegoal

oftheorganisation’ssuccess.

Whatmakesthemodelparticularlyattractiveformanypersonnelpractitionersisthefactthat

HRM assumesamoreimportantpositionintheformulationoforganisationalpolicies.The

personneldepartmenthasoftenbeenperceivedasanadministrativesupportfunctionwitha

lowly status.Personnelwas now to become very much partofthe human resource

managementoftheorganisation,andHRM wasconceivedtobemorethanpersonnelandto

haveperipherieswiderthanthenormalpersonnelfunction.InorderforHRM tobestrategicit

hadtoencompassallthehumanresourceareasoftheorganisationandbepractisedbyall

employees.

Inaddition,decentralisationanddevolvementofresponsibilityarealsoseenasverymuchpart

oftheHRM strategyasitfacilitatescommunication,involvementandcommitmentofmiddle

managementand otheremployees deeperwithin the organisation.The effectiveness of
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organisationsthusrestedonhowthestrategyandthestructureoftheorganisationinterrelated,

aconceptrootedintheviewoftheorganisationdevelopedbyChandler(1962)andevolvedin

thematchingmodel.

TheMatchingModelofHRM

Amoreflexiblemodel,illustratedinFigure,wasdevelopedbyBeer etal.(1984)atHarvard

University.‘ThemapofHRM territory’,astheauthorstitledtheirmodel,recognisedthatthere

wereavarietyof‘stakeholders’inthecorporation,whichincludedshareholders,variousgroups

ofemployees,thegovernmentandthecommunity.Atoncethemodelrecognisesthelegitimate

interestsofvariousgroups,andthatthecreationofHRM strategieswouldhavetorecognise

theseinterestsandfusethem asmuchaspossibleintothehumanresourcestrategyand

ultimatelythebusinessstrategy.

Thisrecognitionofstakeholders’interestsraisesanumberofimportantquestionsforpolicy-

makersintheorganisation:Theacknowledgementofthesevariousinterestgroupshasmade

themodelmuchmoreamenableto‘export’,astherecognitionofdifferentlegalemployment



KMBHR04StrategicHumanResourceManagement

AkhileshGaur(MBADepartment)
RajivAcademyforTechnology&Management,Mathura Page

14

structures,managerialstylesandculturaldifferencescanbemoreeasilyaccommodatedwithin

it.

This neopluralist modelhasalsobeenrecognisedasbeingusefulinthestudyofcomparative

HRM (Poole,1990:3–5).Itisnotsurprising,therefore,thattheHarvardmodelhasfoundgreater

favouramongacademicsandcommentatorsintheUK,whichhasrelativelystrongunion

structuresanddifferentlabourtraditionsfrom thoseintheUnitedStates.Nevertheless,some

academicshavestillcriticisedthemodelasbeingtoounitarist,whileacceptingitsbasic

premise(HendryandPettigrew,1990).

TheMapoftheHRM Territory

ThefirsttwomainapproachestoHRM thatemergedintheUKarebasedontheHarvardmodel,

whichismadeupofbothprescriptiveandanalyticalelements.Amongthemostperceptive

analystsofHRM,Guesthastendedtoconcentrateontheprescriptivecomponents,while

PettigrewandHendryrestontheanalyticalaspect(Boxall,1992).AlthoughusingtheHarvard
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modelasabasis,bothGuestandPettigrewandHendryhavesomecriticismsofthemodel,and

derivefrom itonlythatwhichtheyconsideruseful(Guest,1987,1989a,1989b,1990;Hendry

andPettigrew,1986,1990).
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Aswehaveseen,therearedifficultiesofdefinitionandmodel-buildinginHRM,andthishasled

Britishinterpreterstotakealternativeelementsinbuildingtheirownmodels.Guestisconscious

thatifamodelistobeusefultoresearchersitmustbeuseful‘inthefield’ofresearch,andthis

meansthatelementsofHRM havetobepinneddownforcomparativemeasurement.Hehas

thereforedevelopedasetofpropositionsthathebelievesareamenabletotesting.Healso

assertsthatthecombinationofthesepropositions,whichincludestrategicintegration,high

commitment,highqualityandflexibility,createsmoreeffectiveorganisations(Guest,1987).

Strategicintegration isdefinedas‘theabilityoforganisationstointegrateHRM issuesintotheir

strategicplans,toensurethatthevariousaspectsofHRM cohereandforlinemanagersto

incorporateanHRM perspectiveintotheirdecisionmaking’.

Highcommitment isdefinedasbeing‘concernedwithbothbehaviouralcommitmenttopursue

agreedgoalsandattitudinalcommitmentreflectedinastrongidentificationwiththeenterprise’.

Highquality ‘referstoallaspectsofmanagerialbehaviour,includingmanagementofemployees

andinvestmentinhigh-qualityemployees,whichinturnwillbeardirectlyonthequalityofthe

goodsandservicesprovided’.

Finally, flexibility isseenasbeing‘primarilyconcernedwithwhatissometimescalledfunctional

flexibilitybutalsowithanadaptableorganisationalstructurewiththecapacitytomanage

innovation’(Guest,1989b:42).

ThecombinationofthesepropositionsleadstoalinkagebetweenHRM aims,policiesand

outcomesasshowninTable.Whetherthereisenoughevidencetoassesstherelevanceand

efficacyoftheseHRM relationshipswillbeexaminedlater.
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AHumanResourceManagementFramework

HendryandPettigrew(1990)haveadaptedtheHarvardmodelbydrawingonitsanalytical

aspects.TheyseeHRM ‘asaperspectiveonemploymentsystems,characterizedbytheircloser

alignmentwithbusinessstrategy.Thismodel,illustratedinFigure,attemptsatheoretically

integrativeframeworkencompassingallstylesandmodesofHRM andmakingallowancesfor

theeconomic,technicalandsocio-politicalinfluencesinsocietyontheorganisationalstrategy.

‘Italsoenablesonetodescribethe“preconditions”governingafirm’semploymentsystem,

alongwiththeconsequencesofthelatter’(HendryandPettigrew,1990:25).Itthusexplores

‘morefullytheimplicationsforemployeerelationsofavarietyofapproachestostrategic

management’(Boxall,1992).
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Modelofstrategicchangeandhumanresourcemanagement

StoreystudiedanumberofUK organisationsinaseriesofcasestudies,andasaresult

modifiedstillfurthertheapproachesofpreviouswritersonHRM (Storey,1992).Storeyhad

previouslyidentifiedtwotypesofHRM –‘hard’and‘soft’(Storey,1989)–theonerootedinthe

manpowerplanningapproachandtheotherinthehumanrelationsschool.Hebeginshis

approachbydefiningfourelementsthatdistinguishHRM:
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‘Itis‘humancapabilityandcommitmentwhich,inthefinalanalysis,distinguishessuccessful

organisationsfrom therest’.

1.BecauseHRM isofstrategicimportance,itneedstobeconsideredbytopmanagementinthe

formulationofthecorporateplan.

2.‘HRM is,therefore,seen to have long-term implications and to be integralto the core

performanceofthebusinessorpublicsectororganisation.Inotherwordsitmustbethe

intimateconcernoflinemanagers.’

3.Thekeylevers(thedeploymentofhuman resources,evaluation ofperformanceand the

rewardingofit,etc.)‘aretobeusedtoseeknotmerelycompliancebutcommitment’.

Storey(1992)approachesananalysisofHRM bycreatingan‘idealtype’,thepurposeofwhich

‘istosimplifybyhighlightingtheessentialfeaturesinanexaggeratedway’(p.34).Thishedoes

bymakingaclassificatorymatrixof27pointsofdifferencebetweenpersonnelandIRpractices

andHRM practices.Theelementsarecategorisedinafour-partbasicoutline:

 beliefsandassumptions;

 strategicconcepts;

 linemanagement;

 keylevers.

This‘idealtype’ofHRM modelisnotessentiallyanaim initselfbutmoreatoolinenablingsets

ofapproachestobepinpointedinorganisationsforresearchandanalyticalpurposes.
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Twenty-sevenpointsofdifference

Storey’stheoreticalmodelisthusbasedonconceptionsofhow organisationshavebeen

transformedfrom predominantlypersonnel/IRpracticestoHRM practices.Asitisbasedonthe

idealtype,therearenoorganisationsthatconform tothispictureinreality.Itisinessencea

toolforenablingcomparativeanalysis.
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ModelsofStrategic HRM
 

The defining featureofHRM  ispopularly  known  asmodels.  These  models   provide   

analytical   framework for studying  HRM.    They  provide   characterization  ofHRM  

that establishes  variables  and relationship   to beresearched.Four most common  models  

are:

1.TheFombrun  Model

2.TheHarvardModel

3.TheGuest Model and

4.TheWarwick Model

Allthesemodelsservethefollowingpurposes:

 Theyprovide an analyticalframeworkforstudying HRM forexample,situationalfactors,

stakeholders,strategicchoicelevels,competenceetc.

 TheyvalidatecertainHRM practicesandprovidedistinctivenesstoHRM practices.

 TheyprovideacharacterizationofHRM thatestablishesvariablesand relationship to be

researched.

 Theyhelptodiscoverandunderstandtheworldforexplainingthenatureandsignificanceofkey

HRpractices.

1.THEFOMBRUNMODEL

This  is the modelof HRM.It emphasizes   fourfunctions  of management and  their  
interrelatedness¬Selection,Appraisal, Development     andRewards. This model isincomplete
as itfocuses on only four functions ofHRM and ignores allother  environmental   and
contingency   factors. But,thismodel issimple   and can serve asaheuristic framework for
explaining  the nature  and significance  ofHRactivities.
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2.THEHARVARDMODEL

This   model   consists   six critical componentsofHRM  namely   stakeholdersinterests,    
situational    factors,   HRM  policychoices, HR out comes,long term consequencesanda
feedbackloopthrough.

3.THEGUESTMODEL

This model was developed  by David Guestin 1997.This modelemphasizes on the

assumption  that HRmanagerhasspecificstrategiestobeginwith,whichdemandcertain

practicesand whenexecuted willresultinoutcomes.These out comes include behavioral  

performance   related  and financialrewards.Themodelemphasizesthelogicalsequenceof

sixcomponents:HRstrategy,HRpractices,HRoutcomes,Behavioraloutcomes,Performance

resultsandfinancialconsequences.
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4.THEWARWICKMODEL

Thismodelwasdevelopedbytworesearchers,HendryandPettigrewofUniversityofWarwick

(hence the name Warwickmodel).Like otherhuman resource managementmodels,the

Warwickpropositioncentersaroundfiveelements-

 Outercontext(macroenvironmentalforces)

 Innercontext(firm specificormicroenvironmentalforces)

 Businessstrategycontent

 HRM context

 HRM content

The   strength of this   model is that it identifies   and classifies important environment
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influencesonHRM.ThismodeltakescognizanceofbusinessstrategyandHRpractices,the

externalandinternalcontent,inwhichtheseactivitiestakeplaceandprocessbywhichsuch

changestakeplaceincludingtransactionsbetweenchangesinbothexternalcontentand

internalcontent.
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THE5-P’SMODELOFHRM

 Philosophy: Expressedinstatementsdefiningbusinessvaluesandculture.Itexpresseshowto

treatandvaluepeople.

 Policies: Expressedassharedvaluesandguidelines.Policiesestablishguidelinesforactionon

peoplerelatedbusinessissuesandHRprograms.

 Programs: Articulated as human resource strategy.These coordinate efforts to facilitate

changetoaddressmajorpeoplerelatedbusinessissues.

 Practices: Forleadership managerialand operationalrole practices motivate needed role

behaviors.

DevelopmentandDeliveryofHR Strategies

EightkeystepsintheDevelopmentanddeliveringasuccessfulHRstrategy

1.AligningbusinessandHRneeds

Thebusiness’goalthatisitsstrategicimperatives–sitattheheartofanyHRstrategyandin

ordertoalignbusinessandHR needsonekeyquestionmusttobeanswered,“Canyour

organization’sinternalcapabilitydeliveritsbusinessgoals?”

ThisiswhereHRreceivesmostcriticism.Thefunctionisfrequentlyaccusedoffailingtofully

understanditsbusiness,goalsandstrategyforachievingthesegoals,anditsbusinessmodel

andhow itdeliverstoitscustomers.Forthosewhoalreadyunderstandthedemandsoftheir

business,itiseasytoidentifywherethebusinesshasstrongcorecompetenciesandwherethe

businessisweakest.

Sometimestheseweaknessesarerelatedtoessentialsystemsorprocesses,butmoreoften–

and significantlyforHR – these weaknesses relate to the qualityofthe workforce,its

motivationandabilitytodeliverorganizationperformance.Takingstepstounderstandyour

businessandwhereithascompetitiveadvantageisanessentialfirststeptowardsdetermining

thekeyHRinterventionsthatform thebasisofanHRstrategy.

2.DevelopingyourHRstrategy
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Deeperknowledgeandunderstandingofyourbusinessgoalsandbusinessmodelcanidentify

potentialthreatsandopportunitiesinthequantityandqualityofhumanresourcerequiredby

yourorganization.ThisinturnidentifiesthekeycomponentsofyourHR strategyandthe

virtuouscircleofprovidingwhateveryourorganizationneedsforsuccess.

ItisalsocriticalthattheHRteam hasahighlevelofexpertiseinaligningmajorHRinterventions

andtheirrelevancetobusinessperformance.ThiscallsforexpertHRthinkingandidentifiesthe

requisiteinterventionsand,equallyimportant,how theyfittogethertoleverageorganization

performance.

Ifthereisastrongneedfortheorganizationtodevelopitsmanagementcapability,forinstance,

shouldyoualignyourcompensationstrategytoreinforcethisobjective?Iftheorganizational

structuredefinestheaccountabilitiesclearlyateveryleveloftheorganization,isyourHRteam

selectinganddevelopingagainstthem?Thisisjoined-upHRatwork.

AnotherconcernforHRiswhenitshouldmakestrategicinterventions.Easy,iteitherfollows

yourbusinesscycle,oristriggeredbyotherkeyeventssuchasamerger,anacquisitionora

changeinbusinessdirection.

3.Organizationalperformance

Organizationalperformance is the process by which business goals and objectives are

cascadedandmanagedacrossanddownanorganization.Itprovidesalinkandrationaleforall

otherHRactivityand,inaddition,thegreatestopportunitytodirectlyimpactbusinesssuccess,

enhancingHR’sreputationandcontribution.

HR needstocreateandinstallarobustperformancemanagementprocessthatsetsout

performanceobjectivesforalllevelsofstaffwithinabusiness.Thisisanopportunitytodevelop

linemanagers’skillsinbeingabletodisseminateandsetstretchtargetsfortheirbusiness.

A criticalpartofthisprocessisarobustperformancereview process,whichgivespeople

feedbackaboutwhathasbeenachieved–whatpeoplehavedonewellandnotsowell.

Thethirdelementisapersonaldevelopmentreview processwhereindividualstrengthsand
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weaknesses are identified for the purposes of assessing and meeting organizational

developmentneeds.

4.Organizationaldesignandstructure

Organizationaldesignistheshape,sizeandstructureoftheorganizationrequiredtomeet

customers’needs.Itreflectsthemanagementprocessesthatdrivethebusinessmodeland

determinesorganizationalagilityandflexibility.Theseprocessescanbeasourceofcompetitive

advantageorsourcesoffrustration,unnecessarilyabsorbingtime,costandresources.

Decisionsaffectingtheshape,sizeandcostoftheorganizationwillbealignedwiththe

businessstrategy.Itshould berelativelyeasyto seewhetheran organization investsin

marketing,salesormanufacturing,forinstance,andwhethertheorganizationismaximisingits

workflowcapability.

Aspeopleexperts,theroleofHRistoaddvaluetothestructureandoperationofthebusiness.

Structuralweaknessesofferanopportunitytorevampanypartoftheorganizationbyidentifying

andmakingappropriatechanges,reductionsinsizeorcost;orimprovementstothequalityof

theoperation.

Conversely,structuralstrengths are a signalto the HR team to reinforce organizational

competence.

5.Strategicresourcing

Achieving claritythroughouttheorganization’sstructureiscriticalin orderforresourcing

strategiestoworkwell.Iftheorganizationistransparentaboutitskeyrolesandaccountabilities,

thiswilldefinetheskillsandknowledgerequiredtoundertaketheworkanddeterminestrategic

resourcingrequirements.

Decidingonyourresourcingstrategymeansidentifyinganumberofcriticalcomponents.These

rangefrom theprocessesneededtodetermineresourcingneeds,theprocessestoattractthe

rightpeopleandtheprocessesforassessingandselectingtherightpeople.HRhasastrong

traditionalinvolvementinalloftheabove.Inaddition,itisessentialtoensureeachstageofthe
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resourcingactivityisalignedandindirectresponsetothestrategicimperatives.

Anotherimportantcomponentdeterminingtheeffectivenessofanyresourcingstrategyisthe

needtocreatea‘recruitmentbrand’–howtheimage(orbrand)oftheorganizationappearsto

therecruitmentmarketcaneithersupportorunderminethesuccessofaresourcingstrategy.

6.Organizationdevelopment

Ifstrategicresourcingisaboutprovidingapipelineforimportingexternaltalent,thenan

organization’sdevelopmentstrategyisthewayinwhichtheHRteam decideswhatchangesand

improvementsneedtobemadetothecurrentworkforce.

Usuallytheseresponsesworkatthreelevels–theindividual,team andorganization–andall

aregearedtoachievehighlevelsoforganizationalperformance.Itrequiresacloseexamination

ofthestrategicimperativesandclarityaboutthecapabilitiestoexecuteit.

Developmentresponseswillaim toincreasebusinessskills,theapplicationofbusinessskills

(sometimescalledcompetencies)andthebehaviouralelements–allofwhichcontributetoan

organization’seffectiveperformance.Itisimportantatanindividuallevel,particularlyforsenior

people,thattheyfeeltheirdevelopmentneedsareagreedandthattheyareprovidedwiththe

skillstodotheirjobs.

Atateam level,itdefinesindividuals’abilitytoworkwithothersflexiblyandalignindividualand

team skillsandactivitytobusinessgoalsallofwhichensurethattheorganizationisequipped

todeliveritsgoals.

7.Compensationandbenefits

Oftencalledrewardstrategy,thepurposeofcompensationandbenefitssystemsistoalignthe

performanceoftheorganizationwiththewayitrewardsitspeople,providingthenecessary

incentivesandmotivationrequiredforanorganizationtodeliveritsgoals.

Itscomponentsareacombinationofbasepay,bonuses,profitsharing,shareoptions,anda

range ofappropriate benefits,usually based on marketorcompetitornorms and the

organization’sabilitytopay.Typically,thecomponentsofanorganization’srewardstrategywill

reflecttheparticularperformancecultureofabusiness.



KMBHR04StrategicHumanResourceManagement

AkhileshGaur(MBADepartment)
RajivAcademyforTechnology&Management,Mathura Page

29

Thereisevidencethatorganizationsseecompensationasastrategicmanagementleverand

areincreasinglyexperimentingwithnew practices– team bonuses,forexample,aimedat

improvingteam performanceorskills/behaviourpaymentstoupskilltheworkforceorreinforce

cultureorbehaviourchange.Acompany’srewardpolicyinparticularbenefitsfrom clarityabout

whichotherelementsoftheHRstrategyitaimstosupport.

8.Organizationculture

Cultureisusuallydescribedasthe“waywedothingsroundhere”–thewaytheorganization

acts,reactsandinteracts.Thetrendinthelast10to15yearshasbeentoalignorganizational

behaviourmorestronglywithcustomers’needs,creatingcustomer-facingunitsandcustomer-

sensitivebehaviours.Thishasbeenasadirectresultoftheincreasedcompetitionaround

product,quality,pricesandpackaging.Inre-aligninganorganization’sculturetherecanbereal

benefitandcompetitiveadvantagethroughimprovedservice.

HRteamswhicharecloselyinvolvedwiththeorganization’sculturalambitionscanleadthese

initiatives through theirknowledge oforganization psychology such as describing new

behavioursandworkstyles;andthroughtheirskillsinorganizationaldevelopmentandbeing

abletoprovidedevelopmentsolutionstodelivertheimprovements.

ChallengesinStrategicHumanResource Management

 

ItisimportanttoidentifywhatconsequencesSHRM hasontheperformanceofbusiness.In

otherwords,asHRM isconcernedwiththepeopleimplicationsofthecompany,how canit

changethevisionoftheorganizationsfutureandhowcanithelptofulfillthemission.

ThekeyroleofstrategicHRmanagementisalreadyknownandtherearesomeissuesthatHR

strategymayaddress:

1.Structure

Thesuccessofthecompanydependsalotonwhetherthereisapropermanagementstructure

inplace.
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2.Team-working

Bywithdrawingoldtraditionalhierarchiesabackgroundofcreatingateam buildingiscreated.

Inalotofcases,thelesslayerstherearebetweentheworkersanddirectorthereare,themore

harmonizedistheworkingenvironment.Alsothecommunicationbetweenstaffiseasierand

more effective.In addition to that,itcould have far-reaching effects on flexibility and

performanceandtoachievingabettercoordinationofbusiness.

3.Performance

Thisstrategyisbasedonananalysisofthecriticalsuccessfactorsandtheperformancelevels

reachedinrelationtothem.Theperformancecanbeimprovedbytakingthestepstoimprove

training,development,reorganization,thedevelopmentofperformancemanagementprocesses,

businessprocessre-engineering,etc.Alotofcompanieshavealreadyadoptedperformance

management processes in which the emphasis is on performance improvement and

developmentandnotreward.Thisschemebringsnewprioritiesofinvolvement,teamworkand

self-development.

4.Qualityandcustomercare

The aim ofmostcompanies is to achieve the competitive advantage.The competitive

advantage is often measured bycustomersatisfaction and hence loyaltyand retention.

Innovationandcostreductionisstillimportantbutthemainfocusofattentionshouldbethe

customersbecauseiftheyrejecttheproductduetoitnotmeetingtheirexpectationsthen

everythingelseloosesthesense.Thereforethestrategyforqualityshouldbebuiltintothe

businessstrategy.

AchievingacompleteintegrationofHRandbusinessstrategiesisquitecomplicated.Partlythe

reasonforthatisthatinthepastHRmanagerinthecompanywasnotconsideredtobeapart

ofageneralmanagementteam.Furthermore,thepersonneladvicewasnotapartofstrategic

direction.However,intoday’smodernbusinessHRisindispensable.
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ImpactofStrategic HRM

 

Strategicmanagementofhumanresources representsatransformationthatisrelativelynewin

thefieldofhumanresourcemanagement.Animportantroleofstrategichumanresource

managementisaboutfocusingthemanagementinemployeesasatooltogaincompetitive

advantage.Now,organizationsaremadeawarethatsuccessfulhumanresourcespoliciesand

practicesofappropriatecanincreaseperformanceinvariousareassuchasproductivity,quality

andfinancialperformanceAdvertisements.

Performancemanagementisaplannedprocessinwhichkeyelementsaredifferent

measurement,feedback,positivereinforcementandongoingdialoguebetweenmanagersand

employees.Ithastodowithmeasurementresultsintheform ofperformanceachievedin

comparisonwiththeexpectationsexpressedasobjectives.Also,ithastodowiththeinputsand

values.Inputsaretheknowledge,skillsandbehaviorsnecessarytoproducetheexpected

results.Needsareidentifiedbydefiningtheserequirementsandevaluatethedegreetowhich

theexpectedlevelsofperformanceareachievedthrougheffectiveuseofknowledgeandskills,

appropriatebehavior.

Performancemanagementstrategyhastodowithallthebusinessandnotjustthemanagers.

Somanagersarenotonlyresponsiblefordeliveringtherequiredperformance.Managersshould

havetheconfidencetodistributeauthorityandresponsibilitythroughouttheorganization.Ina

sense,managersneedtocollaborateandconsideraspartoftheirownpeopleinordertoreport

onachievingtherequiredperformance.Managersandtheirteamsarejointlyresponsibleforthe

resultsandarebothinvolvedinagreeingwhattheyshoulddoandhow theyshoulddoit.

Performancemanagementprocessesarepartofsweepingacrosstheorganization.Managers

andotheremployeesoftheorganizationshouldworktogethertojointlycommittoachievingthe

performance.

Performancemanagementstrategyshouldfocusonthedevelopmenttoacontinuousand

flexibleprocessinvolvingmanagersandalltheorganizationthatoperateasasingleteam.This

shoulddeterminehowtheycanbestworktogethertoachievetherequiredresults.Thismakes

itpossibletofocusontheplanningoffutureperformanceandperformanceimprovements
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existing.HRM Strategyprovidesthebasisforregulardialogueandfrequentbetweenmanagers

andotheremployeesaboutperformanceneedsandfurtherdevelopmentoftheorganization.

Strategichumanresourcemanagementmaybringanumberofbenefitstotheorganization:

 Contributingtothegoalaccomplishmentandthesurvivalofthecompany,

 Supportingandsuccessfullyimplementingbusinessstrategiesofthecompany,

 Creatingandmaintainingacompetitiveadvantageforthecompany,

 Improvingtheresponsivenessandinnovationpotentialofthecompany,

 Increasingthenumberoffeasiblestrategicoptionsavailabletothecompany,

 Participatinginstrategicplanningandinfluencingthestrategicdirectionofthecompanyasan

equallyentitledmemberoftopmanagement

 ImprovingcooperationbetweentheHRM departmentandlinemanagers.

SHRM forCompetitive Advantage

 Theresource-basedviewofthefirm (RBV)representsaparadigm shiftinSHRM thinkingby

focusingontheinternalresourcesoftheorganisation,ratherthananalyzingperformancein

termsoftheexternalcontext.Advocatesoftheresource-basedviewofSHRM helpusto

understandtheconditionsunderwhichhumanresourcesbecomeascarce,valuable,

organisation-specific,difficult-to-imitateresource,inotherwordskey‘strategicassets’(Barney

andWright,1998;Mueller,1998;AmitandShoemaker,1993;Winter,1987).

Proponentsoftheresource-basedviewofthefirm (Penrose,1959;Wernerfelt,1984;Amitand

Shoemaker,1993)arguethatitistherangeandmanipulationofanorganisation’sresources,

includinghumanresources,thatgiveanorganizationits‘uniqueness’andsourceofsustainable

competitiveadvantage.Theirworkhasresultedinan‘explosionofinterestintheResource-

Basedperspective’(BoxallandPurcell,2003:72),particularlyinseekingwaystobuildand

develop ‘unique bundles’ofhuman and technicalresources thatwilllead to enhanced

organisationalperformanceandsustainablecompetitiveadvantage.

Barney(1991,1995)andBarneyandWright(1998)contributetothedebateonstrategicHRM in

twoimportantways.Firstly,byadoptingaresource-basedview(Barney,1991;Wernerfelt,1984),

theyprovideaneconomicfoundationforexaminingtheroleofhumanresourcemanagementin
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gainingsustainablecompetitiveadvantage.Secondly,inprovidingatoolofanalysisintheVRIO

framework,andbyconsideringtheimplicationsforoperationalisinghumanresourcestrategy,

theyemphasisetheroleoftheHRexecutiveasastrategicpartnerindevelopingandsustaining

anorganisation’scompetitiveadvantage.

Theresource-basedviewthereforerecognisestheHRfunction(department)asakey‘strategic’

playerindevelopingsustainablecompetitiveadvantageandanorganisation’shumanresources

(employees)askeyassetsindevelopingandmaintainingsustainablecompetitiveadvantage.

TheVRIOframework

The resource-based view ofSHRM exploresthe waysin which an organisation’shuman

resourcescanprovidesustainablecompetitiveadvantage.ThisisbestexplainedbytheVRIO

framework:

 Value

 Rarity

 Inimitability

 Organisation

 Value

Organisationsneedtoconsiderhowthehumanresourcesfunctioncancreatevalue;itisquite

commoninorganisationstoreducecoststhroughHRsuchasthereductioninheadcountand

theintroductionofflexibleworkingpracticesetc.,butitisalsoimportanttoconsiderhowthey

mightincreaserevenue.Reicheld(1996)hasidentifiedhumanresources’contributiontothe

businessas efficiency,butalso ascustomerselection,customerretention and customer

referral,thushighlightingtheimpactofHR’scontributionthroughenhancedcustomerservice

and customeraddedvalue.

Thisview isreflectedbyThompson(2001),inrecognisingtheparadigm shiftfrom traditional

addedvaluethrougheconomyandefficiencytoensuringthatthepotentialvalueofoutputsis

maximizedbyensuringthattheyfullymeettheneedsofthecustomersforwhom theproductor

serviceisintended.Thesuggestionoftheresource-basedview isthatifHumanResources

wishestobea‘strategicpartner’,theyneedtoknow whichhumanresourcescontributethe
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mostto sustainablecompetitiveadvantage inthebusiness,assomehumanresourcesmay

providegreaterleverageforcompetitiveadvantagethanothers.

Hameland Prahalad (1993)therefore identifythatproductivityand performance can be

improvedbygainingthesameoutputfrom fewerresources(rightsizing)andbyachievingmore

outputfrom givenresources(leveraging).Inordertoachievethis,HumanResourcesmayask

themselvesthefollowingquestions:

 On whatbasisisthefirm seeking to distinguish itselffrom itscompetitors?Production

efficiency?Innovation?Customerservice?

 Whereinthevaluechainisthegreatestleverageforachievingdifferentiation?

 Whichemployeesprovidethegreatestpotentialtodifferentiateafirm from itscompetitors?

Thisapproachhasfurtherimplicationsfortheroleofhumanresourcemanagersinafirm,as

theyneed to understand the economic consequences ofhuman resource practices and

understandwheretheyfitinthevaluechain.BarneyandWright(1998:42)suggestthatthe

HumanResourcesfunctionneedstobeabletoexplorethefollowingquestions:

 Whoareyourinternalcustomersandhowwelldoyouknowtheirpartofthebusiness?

 Arethereorganisationalpoliciesandpracticesthatmakeitdifficultforyourinternalclientsto

besuccessful?

 Whatservicesdoyouprovide?Whatservicesshouldyouprovide?Whatservicesshouldyounot

provide?

 Howdotheseservicesreduceinternalcustomers’costs/increasetheirrevenues?

 Cantheseservicesbeprovidedmoreefficientlybyoutsidevendors?

 Canyouprovidetheseservicesmoreefficiently?

 DomanagersintheHRfunctionunderstandtheeconomicconsequenceoftheirjobs?

The value of an organisation’s resources is not sufficient alone, however,

for sustainable competitiveadvantage,becauseifotherorganisationspossessthesamevalue,

thenitwillonlyprovide competitiveparity.Thereforeanorganisationneedstoconsiderthenext

stageoftheframework:rarity.
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 Rarity

TheHRExecutiveneedstoconsiderhowtodevelopandexploitrarecharacteristicsofafirm’s

humanresourcestogaincompetitiveadvantage.Nordstrom isaninterestingcase,becauseit

operatesinahighlycompetitiveretailindustrywhereyouwouldusuallyexpectalowerlevelof

skilland subsequently high labourturnover.Nordstrom,however,focused on individual

salespeopleasakeysourceofitscompetitiveadvantage.Itthereforeinvestedinattractingand

retainingyoungcollegeeducatedpeoplewhodesiredacareerinretailing.

Toensurehorizontalintegration,italsoprovidedahighlyincentive-basedcompensationsystem

(uptotwicetheindustryaverage),anditencouragedemployeestomakea‘heroiceffort’to

attend to customers’needs.Thus,byinvesting in itshuman resources,and ensuring an

integrated approach to development and reward,Nordstrom has taken a ‘relatively

homogeneous labourpool,and exploited the rare characteristics to gain a competitive

advantage’(BarneyandWright,1998:34).

 Inimitability

Ifanorganisation’shumanresourcesaddvalueandarerare,theycanprovidecompetitive

advantageintheshortterm,butifotherfirmscanimitatethesecharacteristics,thenovertime

competitiveadvantagemaybelostandreplacedwith competitiveparity.Thethirdelementof

theVRIO frameworkrequiresHumanResourcestodevelopandnurturecharacteristicsthat

cannotbe easily imitated by the organisation’s competitors.Barney and Wright(1998)

recognisethesignificanceof‘sociallycomplexphenomena’here,suchasanorganisation’s

uniquehistoryandculture,whichcanbeusedtoidentifyniquepracticesandbehaviourswhich

enableorganisationsto‘leapfrog’theircompetitors.

AlchianandDemsetz(1972)alsoidentifiedthecontributionof socialcomplexity inproviding

competitive advantage,in theirwork on the potential synergy thatresults from effective

teamwork.Theyfoundthatthisensuredarareanddifficult-to-copycommodityfortworeasons:

firstly,itprovidedcompetitiveadvantagethroughits causalambiguity,asthespecificsourceof

thecompetitiveadvantagewasdifficulttoidentify;secondly,throughits socialcomplexity,as

synergyresultedasteam memberswereinvolvedinsociallycomplexrelationshipsthatarenot
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transferableacrossorganisations.Socharacteristicssuchastrustandgoodrelationships

becomefirm-specificassetsthatprovidevalue,arerareandaredifficultforcompetitorstocopy.

Theextractabove(Box2.3)demonstratesthestrengthof inimitability:SW Airlinesexemplifies

therolethatsociallycomplexphenomena,suchasculture,canplayingainingcompetitive

advantage.Topmanagementattributethecompany’ssuccesstoits‘personality’,acultureof

‘fun’and‘trust’,thatempowersemployeestodowhatittakestomeetthecustomers’needs.

This is reinforced through an extensive selection process,and a culture oftrustand

empowermentreinforcedbytheCEO.SW Airlinesattributesitsstrongfinancialsuccesstoits

‘personality’,whichCEOKelleherbelievescannotbeimitatedbyitscompetitors.Sothehuman

resourcesofSW Airlinesserveasasourceofsustainablecompetitiveadvantage,becausethey

createvalue,arerareandarevirtuallyimpossibletoimitate.

 Organisation

Finally,toensurethattheHRfunctioncanprovide sustainable competitiveadvantage,theVRIO

frameworksuggeststhatorganisationsneedtoensurethattheyare organized sothattheycan

capitaliseontheabove,addingvalue,rarityandinimitability.Thisimpliesafocusonhorizontal

integration,or integrated,coherentsystemsofHRpractices ratherthanindividualpractices,that

enableemployeestoreachtheirpotential(Guest,1987;Gratton etal.,1999;WrightandSnell,

1991;Wright etal.,1996).

ThisrequiresorganisationstoensurethattheirpoliciesandpracticesintheHRfunctionalareas

arecoordinatedandcoherent,andnotcontradictory.Adoptingsuchamacro-view,however,is

relativelynew tothefieldofSHRM,as‘eachofthevariousHRM functionshaveevolvedin

isolation,withlittlecoordinationacrossthedisciplines’(WrightandMcMahan,1992).Thus

there is much best-practice literature focusing on the microperspective,forexample on

identifyingappropriatetrainingsystems,orconductingperformanceappraisals,ordesigning

selectionsystems.

Althoughthisliteraturehasnowevolvedandrecognisedthe‘strategic’natureofthefunctional

areas,ithastendedtofocusonverticalintegrationattheexpenseofhorizontalintegration,thus

thereisstilllimiteddevelopmentintheinterplaybetweenemployeeresourcing,employee
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development,performance,reward and employee relations strategies.This discussion is

exploredinmoredetailinthenextsection:best-practiceSHRM.

So,toconcludeontheVRIOframework,ifthereareaspectsofhumanresourcesthatdonot

providevalue,theycanonlybeasourceofcompetitivedisadvantageandshouldbediscarded;

aspects ofthe organisation’s human resources thatprovide value and are rare provide

competitiveparityonly;aspectsthatprovidevalue,arerarebutareeasilycopiedprovide

temporarycompetitiveadvantage,butintimearelikelytobeimitatedandthenonlyprovide

parity.

Sotoachievecompetitiveadvantagethatissustainableovertime,theHRfunctionneedsto

ensuretheorganisation’shumanresourcesprovidevalue,arerare,aredifficulttocopyandthat

thereareappropriateHRsystemsandpracticesinplacetocapitaliseonthis.Mueller(1998),in

advocatingtheresource-basedview ofSHRM,arguesthat‘theexistingtheorisinginstrategic

HRM needstobecomplementedbyanevolutionaryperspectiveonthecreationofhuman

resourcecompetencies’.

HeechoesMintzberg’sconcerns(1987)thatanoverly-rationalisticapproachtostrategy-making

tendstofocustoomuchattentiononpastsuccessesandfailures,whenwhatisreallyneededis

alevelofstrategicthinkingthatisradicallydifferentfrom thepast.Heidentifiesalackof

theoreticalandempiricalevidencetojustifytheemphasisonrational,codifiedpoliciesofHRM,

and reflectsBambergerand Phillips(1991)in describing human resourcestrategyasan

‘emergentpatterninastream ofhuman-resourcerelateddecisionsoccurringovertime’.

Thusthestrategicplanningapproachmaybeviewedbysomeasa‘metaphoremployedby

seniormanagementto“legitimiseemergentdecisionsandactions”’(GioiaandChittipeddi,

1991).Unlikecontingencyanduniversalisttheorists(SchulerandJackson,1987;Milesand

Snow,1978;KochanandBarocci,1985;Pfeffer,1994,1998;Huselid,1995),Muellerismore

waryoftheclaimedrelationshipbetweenstrategicHRM andtheoverallfinancialperformance

ofan organisation.He recognises thatenlightened best-practice HR activities do not

automaticallytranslateintocompetitivesuperioritybutratherrequiremorecomplexandsubtle

conditionsforhumanresourcestobecome‘strategicassets’.
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Hedefinestheseas‘thesocialarchitecture’or‘socialpatterns’withinanorganisationwhich

buildupincrementallyovertimeandarethereforedifficulttocopy.Thefocuson‘social

architecture’ratherthancultureisdeliberateasitprovidesanemphasisondevelopingand

changingbehavioursratherthanvalues,whicharenotoriouslydifficulttochange(Ogbonna,

1992).Muelleridentifiesanorganisation’s‘socialarchitecture’asakeyelementintheresource-

basedview ofSHRM,togetherwithanembedded‘persistentstrategicintent’onthepartof

seniormanagementand embedded learning in daily work routines,which enable the

developmentof‘hiddenreservoirs’ofskillsandknowledge,whichinturncanbeexploitedbythe

organisationas‘strategicassets’.TheroleofHumanResourcesisthentochannelthese

behavioursandskillssothattheorganisationcantapintothesehiddenreservoirs.Thisthinking

isreflectedintheworkofHamelandPrahalad(1993,1994),discussedbelow.

ApplyingtheResource-BasedviewofSHRM

Inadoptingafocusontheinternalcontextofthebusiness,HRissuesandpracticesarecoreto

providingsustainablecompetitiveadvantage,astheyfocusonhow organizationscandefine

andbuildcorecompetenciesorcapabilitieswhicharesuperiortothoseoftheircompetitors.

OnekeyframeworkhereistheworkofHamelandPrahalad(1993,1994)andtheirnotionof

‘corecompetencies’intheir‘newstrategyparadigm’.Theyarguethat‘formostcompanies,the

emphasisoncompetinginthepresent,meansthattoomuchmanagementenergyisdevotedto

preservingthepastandnotenoughtocreatingthefuture’.

Thusitisorganisationsthatfocusonidentifyinganddevelopingtheircorecompetenciesthat

aremorelikelytobeabletostayaheadoftheircompetitors.Thekeypointhereisnotto

anticipatethefuture,but create it,bynotonlyfocusingonorganisationaltransformationand

competingformarketshare,butalso regeneratingstrategies andcompetingfor opportunity

share.Thusincreatingthefuture,strategyisnotonlyseenaslearning,positioningandplanning

butalsoforgetting,foresightandstrategicarchitecture,wherestrategygoesbeyondachieving

‘fit’andresourceallocationtoachieving‘stretch’and resource‘leverage’.

Thelevelofbothtacitandexplicitknowledgewithinthefirm,coupledwiththeabilityof

employeestolearn,becomescrucial.Indeed,BoxallandPurcell(2003)arguethatthereislittle

pointinmakingadistinctionbetweentheresource-basedviewandtheknowledge-basedview
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ofthefirm,asbothapproachesadvocatethatitisafirm’sabilitytolearnfasterthanits

competitorsthatleadstosustainablecompetitiveadvantage.Alternatively,BoxallandPurcell

presentLeonard’s(1998)similaranalysisbasedon‘capabilities’.

Theseare‘knowledgesets’consistingoffourdimensions:employeeskillsandknowledge,

technicalsystems,managerialsystems,and values and norms.In this model,employee

developmentand incentive systemsbecome a keydriving force in achieving sustainable

competitive advantage through core capability.Interestingly,Leonard emphasises the

interlocking,systemicnatureofthesedimensionsandwarnsorganisationsoftheneedtobuild

inopportunitiesforrenewal,toavoidstagnation.

HamelandPrahalad’snotionof‘corecompetency’

Whenorganisationsgrow throughmergersoracquisitions,astheyappearincreasinglytodo

(Hubbard,1999),ithasbeenarguedthattheresource-basedviewtakesonfurthersignificance.

When mergers and acquisitions fail,itis often notatthe planning stage butatthe

implementationstage(Hunt etal.,1987)andpeopleandemployeeissueshavebeennotedas

thecauseofone-thirdofsuchfailuresinonesurvey(MarksandMirvis,1982).Thus‘human

factors’havebeenidentifiedascrucialtosuccessfulmergersandacquisitions.

TheworkofHamelandPrahalad(1994)indicatedthatCEOsanddirectorsofmultidivisional

firmsshouldbeencouragedtoidentifyclustersof‘know-how’intheirorganisationswhich

‘transcendtheartificialdivisionsofStrategicBusinessUnits’oratleasthavethepotentialtodo

so.ThustheroleofHumanResourcesshiftstoa‘strategic’focuson‘managingcapability’and

‘know-how’,andensuringthatorganisationsretainbothtacitandexplicitknowledge(Nonaka

andTakeuchi,1995)inordertobecomemoreinnovative,asorganisationsmovetoknowledge-

basedstrategiesasopposedtoproduct-basedones.

Theresource-basedviewofSHRM hasrecognisedthatbothhumancapitalandorganizational

processescanaddvaluetoanorganisation;however,theyarelikelytobemorepowerfulwhen

theymutuallyreinforceandsupportoneanother.TheroleofHumanResourcesinensuringthat

exceptionalvalueisachievedandinassistingorganisationstobuildcompetitiveadvantagelies
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intheirabilitytoimplementanintegratedandmutuallyreinforcingHRsystem whichensures

thattalent,oncerecruited,isdeveloped,rewardedandmanagedinordertoreachtheirfull

potential.

Thisthemeof horizontalintegration orachievingcongruencebetweenHRpoliciesandpractices

isdevelopedfurtherinthenextsection,best-practiceapproachtoSHRM.

LimitationsoftheResource-Basedview

Theresource-basedviewisnotwithoutitscritics,however,particularlyinrelationtoitsstrong

focus on the internalcontextofthe business.Some writers have suggested thatthe

effectivenessoftheresource-basedviewapproachisinextricablylinkedtotheexternalcontext

ofthefirm (MillerandShamsie,1996;Porter,1991).Theyhaverecognizedthattheresource-

based view approach providesmore added value when the externalenvironmentisless

predictable.

Otherwritershavenotedthetendencyforadvocatesoftheresource-basedview tofocuson

differencesbetweenfirmsinthesamesector,assourcesofsustainablecompetitiveadvantage.

Thissometimesignoresthevalueandsignificanceofcommon‘base-line’or‘tablestake’

(HamelandPrahalad,1994)characteristicsacrossindustries,whichaccountfortheirlegitimacy

inthatparticularindustry.Thusintheretailsector,therearestrongsimilaritiesinhow the

industryemploysamixofcoreandperipherallabour,withtheperipherytendingtobemadeup

ofrelativelylow-skilledemployees,whotraditionallydemonstratehigherratesofemployee

turnover.

Thusinreality,economicperformanceandefficiencytendtobedeliveredthroughrightsizing,by

gainingthesameoutputfrom fewerandcheaperresources,ratherthanthroughleverage,by

achievingmoreoutputfrom givenresources.TheexampleofB&QintheUK,employingmore

maturepeopleasboththeircoreandparticularlytheirperipheralworkforce,isagoodexample

ofhow an organisation can partiallydifferentiate themselves from theircompetitors,by

focusingonaddingvaluethroughtheknowledgeandskillsoftheirhumanresources.
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UNIT:2

Staffing:Concept,NatureandImportanceof Staffing

Staffing

Themanagerialfunctionofstaffinginvolvesmanningtheorganizationstructurethrough

properandeffectiveselection,appraisalanddevelopmentofthepersonnel’stofilltheroles

assignedtotheemployers/workforce.

AccordingtoTheoHaimann,“Staffingpertainstorecruitment,selection,developmentand

compensationofsubordinates.”

CONCEPTS:

1.Staffing isan importantmanagerialfunction- Staffing function isthe mostimportant

managerialactalongwithplanning,organizing,directingandcontrolling.Theoperationsof

these fourfunctionsdepend upon the manpowerwhich isavailable through staffing

function.

2.Staffingisapervasiveactivity- Asstaffingfunctioniscarriedoutbyallmangersandinall

typesofconcernswherebusinessactivitiesarecarriedout.

3.Staffingisacontinuousactivity- Thisisbecausestaffingfunctioncontinuesthroughoutthe

lifeofanorganizationduetothetransfersandpromotionsthattakeplace.

4.Thebasisofstaffingfunctionisefficientmanagementofpersonnel’s- Humanresources

canbeefficientlymanagedbyasystem orproperprocedure,thatis,recruitment,selection,

placement,traininganddevelopment,providingremuneration,etc.

5.Staffinghelpsinplacingrightmenattherightjob- Itcanbedoneeffectivelythroughproper

recruitmentproceduresandthenfinallyselectingthemostsuitablecandidateasperthejob

requirements.

6.Staffingisperformedbyallmanagers dependinguponthenatureofbusiness,sizeofthe

company,qualifications and skills ofmanagers,etc.In smallcompanies,the top



KMBHR04StrategicHumanResourceManagement

AkhileshGaur(MBADepartment)
RajivAcademyforTechnology&Management,Mathura Page

43

managementgenerallyperformsthisfunction.Inmedium andsmallscaleenterprise,itis

performedespeciallybythepersonneldepartmentofthatconcern.
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Staffingfunctionistobeperformedcontinuously.Itisequallyimportantintheestablished

organizationsandtheneworganizations.Inaneworganization,therehastoberecruitment,

selectionandtrainingofpersonnel.Inarunningorganization,everymanagerisengagedin

variousstaffingactivities.Heistoguideandtraintheworkersandalsoevaluatetheir

performanceonacontinuousbasis.

NatureofStaffing

Staffingisanintegralpartofhumanresourcemanagement.Itfacilitatesprocurementand

placementofrightpeopleontherightjobs.

Thenatureofstaffingfunctionisdiscussedbelow:

(i) PeopleCentred

Staffingispeoplecentredandisrelevantinalltypesoforganizations.Itisconcernedwith

allcategoriesofpersonnelfrom toptobottom oftheorganization.

(ii)ResponsibilityofEveryManager

Staffingisabasicfunctionofmanagement.Everymanageriscontinuouslyengagedin

performingthestaffingfunction.Heisactivelyassociatedwithrecruitment,selection,

trainingandappraisalofhissubordinates.Theseactivitiesareperformedbythechief

executive,departmentalmanagersandforemeninrelationtotheirsubordinates.Thus,

staffingisapervasivefunctionofmanagementandisperformedbythemanagersatall

levels.

Itisthedutyofeverymanagertoperform thestaffingactivitiessuchasselection,training,

performance appraisaland counseling ofemployees.In manyenterprises.Personnel

Departmentiscreatedtoperform theseactivities.

Butitdoesnotmeanthatthemanagersatdifferentlevelsarerelievedoftheresponsibility
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concernedwithstaffing.ThePersonnelDepartmentisestablishedtoprovideassistanceto

themanagersinperformingtheirstaffingfunction.Thus,everymanagerhastosharethe

responsibilityofstaffing.

(iii)HumanSkills

Staffingfunctionisconcernedwithtraininganddevelopmentofhumanresources.Every

managershould use human relations skillin providing guidance and training to the

subordinates.Humanrelationsskillsarealsorequiredinperformanceappraisal,transfer

andpromotionofsubordinates.Ifthestaffingfunctionisperformedproperly,thehuman

relationsintheorganizationwillbecordial.

(iv)ContinuousFunction

Staffingfunctionistobeperformedcontinuously.Itisequallyimportantintheestablished

organizationsandtheneworganizations.Inaneworganization,therehastoberecruitment,

selectionandtrainingofpersonnel.Inarunningorganization,everymanagerisengagedin

variousstaffingactivities.Heistoguideandtraintheworkersandalsoevaluatetheir

performanceonacontinuousbasis.

ImportanceofStaffing

Itismostimportancefortheorganizationthatrightkindsofpeopleareemployed.They

shouldbegivenadequatetrainingsothatwastageisminimum.Theymustalsobeinduced

toshowhigherproductivityandqualitybyofferingthem incentives.

Infact,effectiveperformanceofthestafffunctionisnecessarytorealizethefollowing

benefits:

1.EfficientPerformanceofOtherFunctions

Staffingisthekeytotheefficientperformanceofotherfunctionsofmanagement.Ifan

organizationdoesnothavecompetentpersonnel,itcan’tperform planning,organization
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andcontrolfunctionsproperly.

2.EffectiveUseofTechnologyandOtherResources

Itisthehumanfactorthatisinstrumentalintheeffectiveutilizationoflatesttechnology,

capital,material,etc.themanagementcanensurerightkindsofpersonnelbyperforming

thestaffingfunction.

3.Optimum UtilizationofHumanResources

Thewagebillofbigconcernsisquitehigh.Theyalso spendmoneyonrecruitment,

selection,traininganddevelopmentofemployees.Inordertogettheoptimum outputfrom

thepersonnel,thestaffingfunctionshouldbeperformedinanefficientmanner.

4.DevelopmentofHumanCapital

Themanagementisrequiredtodeterminethemanpowerrequirementswellinadvance.It

hasalsototrainanddeveloptheexistingpersonnelforcareeradvancement.Thiswillmeet

therequirementsofthecompanyinfuture.

5.MotivationofHumanResources

Thebehaviourofindividualsisshapedbymanyfactorssuchaseducationlevel,needs,

socio-culturalfactors,etc.thatiswhy,thehumanaspectoforganizationhasbecomevery

important.Theworkerscanbemotivatedthroughfinancialandnon-financialincentives.

6.BuildingHigherMorale

Righttypeofclimateshouldbecreatedfortheworkerstocontributetotheachievementof

theorganizationalobjectives.Byperformingthestaffingfunctioneffectively,management

canshowthesignificanceitattachestothepersonnelworkingintheenterprise.Thiswill

increasethemoraleoftheemployees
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TrainingandDevelopment

Attheenterpriselevel,employee traininganddevelopment aremainareasofhumanresource

development.Theefficiencyofanorganisationdependsdirectlyonthecapabilityandtalentof

itspersonnel,andhowmotivatedtheyare.Capabilityofapersondependsonhisabilitytowork

andthe typeoftraining hereceives.Whilehispersonalcapabilityisevaluatedthroughproper

selectionprocedure,histrainingistakencareofbytheorganisationafterhehasbeenemployed

by the organisation.After employee have been selected for various positions in an

  organisation,training them  forthosespecifictasksto which theyhavebeen assigned

assumesgreatimportance. Itistrueinmanyorganisationsthatbeforeanemployeeisfitted

intoaharmonious workingrelationship withother employees,heisgivenadequatetraining.

Trainingistheactofincreasingthe    knowledgeandskillsofan employeeforperforminga

particularjob.Themajoroutcomeoftrainingislearning. Atrainee learn new habits,refined

skillsandusefulknowledgeduring the training that helpshim improveperformance. Training

enablesan employeetodohispresentjobmoreefficientlyandpreparehimselfforahigher

leveljob.

Training,Education,LearningandDevelopment

 Training

Trainingis an act of increasingknowledge,skilland attitudeof anemployeeforimprovinghis

performanceonthejob.

Training  isconcernedwithimpartingspecificskillfordoingparticularjob.Forexample,aclerk

ontyping.Itistask-orientedactivity.Itisforjob¬relatedpurposeandshort-term.

 Education
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Education is  concerned with  increasing general  knowledge and understanding of an 

employee’stotal environment.Educationisdirectedmoretowardsthefutureofanindividual.It

prepareshim forfuturechallengesoflife,shapeshiscareerand groomshim forsocial

responsibilities.

 Learning

Learningistheprocessofaccumulationofknowledge,skillsandattitudesbywhatevermeans.

Learning  isabroadonewhichincludesbothtrainingandeducation.Learningisobservable

modificationofbehaviourasaresultofsomeexperience.Learningmaybethroughexperience,

reading,observation,discussions,electronicmediaincludinginternet, experimentation, facing

thenewchallenges,travelandexploration,etc.

 Development

Development hasabroader meaning. Itsaim istogrow orimprove theoverall personality of

an individual.   It is continuous   process and is on the initiative from individual.  

Development is to meet an   individual’s   future needs.  Efforts towards development  

often depend  on personal  drive andambition.  It  helps  individuals   in  the  progress   

towards   maturity   andactualisation of their potential capacities. Development   is  whole  

process  by  which  employee  learns,grows,improves his abilities  to perform  variety  

of roles within  and outside  the organisation. He acquires socially desirable attitudes and

values.

DifferencebetweenTrainingandDevelopment

Training Development

Shortterm process. Longterm process.
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Knowledgeandskillsforaspecific

purpose.
Foroveralldevelopment.

Primaryrelatedtotechnicalskills

learning.

Related to managerial, behavioral and

attitudedevelopment.

Training isa reactiveprocessto

meetcurrentneed.

Developmentis a reactive to meetfuture

needs.

From managementmanagement-

externalmotivation.
From individualhimself-internalmotivation.

Developsspecificjobrelatedskills. Developstotalpersonality.

Training is for non-managerial

personnel.
Developmentisformanagerialpersonnel.

NeedforTraining

 Employeesselectedforajob might lack thequalifications requiredto perform   the job In 

somecases,  thepastexperience,attitudes  and  behaviour  patterns    of experienced  

personnel  might       notbe appropriate to the new organisation.  Remedial training   

should  be given to suchpeople tomatch, the needs  ofthe organisation.  New employees

 need  to provided orientation training to make  them familiar  with the job and the 

organisation.

 Rapidtechnologicalinnovationsimpactingtheworkplacehavemadeitnecessaryforpeopleto

constantlyupdatetheirknowledgeandskills.
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 Trainingisnecessarytopreparingemployeesforhigher-leveljobs(promotion).

 Existingemployeesrequirerefreshtrainingsoastokeepabreastofthelatestdevelopmentin

joboperations. Inthephaseofrapidtechnologicalchanges,thisisanabsolutenecessity.

 Trainingisnecessarywhenapersonmovesfrom onejobtoanother(transfer).

 Trainingisnecessarytomakeemployeesmobileandversatile.Theycanbeplacedonvarious

jobsdependingonorganizationalneeds.

 Trainingisneededforemployeestogainacceptancefrom peers.

 Trainingisneededtomakeemployeesmoreproductiveandusefulinthelongrun.

TypesofTraining

Trainingisrequiredforseveralpurposes.Accordingly,trainingprogrammesmaybeofthe

followingtypes:

1.OrientationTraining

Inorientationtraining,newhiresgetafirsthandviewofwhatthecompanystandsfor,howthe

workiscarriedoutandhowtogetalongwithcolleagues.Inshort,theylearnthespecificways

ofdoingthingsinpropermanner.Whenanewemployeeisfrom differentcountryandculture,

thisinitialtrainingisimportantinhelpingnewemployeesadjustinthecompany.

2.JobTraining

Itreferstothetrainingprovidedwithaviewtoincreasetheknowledgeandskillsofanemployee

forimprovingperformanceon-the-Job.Employeesmaybetaughtthecorrectmethodsof

handlingequipmentandmachinesusedinajob.Suchtraininghelpstoreduceaccidents,waste

andinefficiencyintheperformanceofthejob.

3.SafetyTraining

Trainingprovidedtominimizeaccidentsanddamagetomachineryisknownassafetytraining,

Itinvolvesgivinginstructionsintheuseofsafetydevicesandinsafetyconsciousness.

4.PromotionalTraining

ItInvolvestrainingofexistingemployeestoenablethem toperform higherleveljobs

.Employeeswithpotentialareselectedandtheyaregiventrainingbeforetheirpromotion,so

thattheydonotfinditdifficulttoshoulderthehigherresponsibilitiesofthenewpositionsto
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whichtheyarepromoted.

5.RefresherTraining

Rapidchangesintechnologymayforcecompaniestogoinforthiskindoftraining.When

existingtechniquesbecomeobsoleteduetothedevelopmentofbettertechniques,employees

havetobetrainedintheuseofnewmethodsandtechniques.Byorganizingshort-term courses

whichincorporatethelatestdevelopmentsinaparticularfield,thecompanymaykeepits

employeesup-to-dateandreadytotakeonemergingchallenges.Itisconductedatregular

intervalsbytakingthehelpofoutsideconsultantswhospecializeinaparticulardescriptive.

6.RemedialTraining

Suchtrainingisarrangedtoovercometheshortcomingsinthebehaviorandperformanceofold

employees.Someoftheexperiencedemployeesmighthavepickedupappropriatemethods

andstylesofworking.Suchemployeesareidentifiedandcorrectworkmethodsandprocedures

aretaughttothem.Remedialtrainingshouldbeconductedbypsychologicalexperts.

StepstoIdentifyTrainingNeeds

Alltrainingactivitiesmustberelatedtothespecificneedsoftheorganizationandtheindividual

employees.Atrainingprogrammeshouldbelaunchedonlyafterthetrainingneedsare

assessedclearlyandspecifically.Theeffectivenessofatrainingprogrammecanbejudgedonly

withthehelpoftrainingneedsidentifiedinadvance.Inordertoidentifytrainingneeds,thegap

betweentheexistingandrequiredlevelsofknowledge,skillsperformanceandaptitudesshould

bespecified.Theproblem areasthatcanberesolvedthroughtrainingshouldalsobeidentified.

Trainingneedcanbeidentifiedthroughthefollowingtypesofanalysis:

1.Analysisofobjectives

Thisisthestudyofshortterm andlongterm objectivesandthestrategiesfollowedatvarious

levelstomeettheseobjectives.

ii.Resourceutilization

Howthevariousorganizationalresources(human,physicalandfinancial)areputtouseisthe
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mainfocusofthisstudy.Thecontributionsofvariousdepartmentsarealsoexaminedby

establishingefficiencyindicesforeachunit.Thisisdonetofindoutcomparativelabourcosts,

whetheraunitisundermannedorover-manned.

Iii.Environmentalscanning

Heretheeconomic,political,socioculturalandtechnologicalenvironmentoftheorganizationis

examined.

iv.Organisationalclimateanalysis

Theclimateofanorganizationspeaksabouttheattitudesofmemberstowardswork,company

policies,supervisors,etc.Absenteeism,turnoverratiosgenerallyreflecttheprevailingemployee

attitudes.Thesecanbeusedtofindoutwhethertrainingeffortshaveimprovedtheoverall

climatewithinthecompanyornot.

2.Taskorroleanalysis

itisasystemicanddetailedanalystsofjobstoidentifyjobcontents,theknowledgeskillsand

aptitudesrequiredandtheworkbehaviour.Onthepartofthejobholder,particularattention

shouldbepaidtothetaskstobeperformed,themethodstobeused,thewayemployeeshave

learntthesemethodsandtheperformancestandardsrequiredofemployees.Alsocalled

operationsanalysis,thepurposeistodecidewhatshouldbetaught.Questionnaire,interviews

humanresourcerecords,reports,tests,observationandothermethodscanbeusedtocollect

informationaboutjobsintheorganisation.

3.ManpowerAnalysis

Herethefocusisontheindividualinagivenjob.Therearethreeissuestoberesolved:

i.Itisnecessarytodecidewhetherperformanceofindividualissub-standardandtrainingis

required.

ii.Whethertheemployeesiscapableofbeingtrained.

iii.Whetherpoorperformersonthejobneedtobereplacedbythosewhocandothejob.

Otheroptionstotrainingsuchasmodificationsinthejoborprocessesshouldbelookedinto.

Personalobservation,performancereviews,supervisoryreports,diagnostictestshelpin

collectingtherequiredinformationandselectparticulartrainingoptionsthattrytoimprovethe

performanceofindividualworkers.
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StrategicOptionsofHumanResource Development

Developingyoursmallbusiness’shumanresourcesstrategiesandtacticscanseem an

especiallydauntingtask.Inmanysmallerorganizations,theHRfunctionishandledbythe

businessownerorbyaseniormanagerwithoutthesupportofalargeteam ofprofessionals.

Thereareanumberoftriedandtruedhumanresourcedevelopmentstrategiesthatcanenable

yourbusinesstomanageitsmostvaluableresourceitspeoplewithoutoverwhelmingyourtime

orenergy.

RecruitmentandHiring

Therecruitmentandhiringofemployeesisoftenseenasoneofthenecessaryevilsofrunninga

business.Thehiringprocesscantakevaluabletimeawayfrom otherimportanttasks,and

trainingnewemployeesisanintenseprocess.Nonetheless,therecruitmenttactican

organizationadoptscanbeofutmostimportanceinsettingitslong-term growthand

productivitystrategy.Thisisbecausehiringtherightemployeesfortherightjobsmakesthe

business’soperationsrunmoresmoothlyandeffectivelyovertime.Thekeytorecruitmentisin

determiningexactlywhereyourbusinesshasneeds.DoyouneedaspecialistITperson?Ifso,

don’thiresomeonewithexpertiseinmarketingtofillthisposition.Doyouneedageneralistwho

cantakeonanumberofdifferenttasks?Thenlookforsomeonewho’smanagedprojectsor

hasexperienceworkinginafast-pacedenvironment.
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Training

Onceyou’vehiredemployees,trainingthem todotheworkasyourbusinessrequiresittobe

doneisanimportanttacticinhumanresourcedevelopment.Whileallorganizationsideallywant

tohireskilledpeopletofillopenpositions,almostallemployeesneedsomelevelofon-the-job

training.Yourbusinessmighthaveparticularwaysofprocessinginvoices,oritmighthaveits

ownsystemsforinformationtechnology.Theseparticularpoliciesandprocedureshavetobe

communicatedtonewemployees,andcurrentemployeeshavetobeperiodicallyretrainedon

keyareas.Thisisimportantforanycompany’slong-term strategyofefficiencyandgrowth.

Employeeswhoworksmartlyandonthesamepageeliminatewasteandsavetheorganization

money.

BenefitsandCompensation

ProvidingbenefitsandcompensationgoeswithoutsayingfortheHRfunction.However,there

arenoveltacticsandstrategiesthatyourorganizationcanthinkaboutinitiatingtohelpitattract

theverybestemployees.Offeringwork-lifebalanceprogramssuchasflexibleworkinghours,

paternityleave,work-at-homeoptionsandextendedholidaytimeforgoodperformanceareall

waystorewardyouremployeesaboveandbeyondthetraditionalmodelofpay-for-serviceHR.

Theseinnovativestrategieshelpkeepyouremployeesengagedandithelpsthem feellikethey

arevaluedbythebusiness.

EvaluationandProfessionalDevelopment

Evaluatingemployeeperformanceisafinalkeystrategyforhumanresourcedevelopment.

Someorganizationsinstituteannualevaluationprocedureswhileotherbusinessesonlyevaluate

employeeswhensomethingseemstobegoingwrong.However,regularevaluationofyour

workforcecanhelptospotareaswhereadditionaltrainingisneededorwhererewardsand

benefitscanbelevied.Italsogivesthebusinessownerormanageranopportunitytooffer

professionaldevelopmentprogramstoitsemployees.Professionaldevelopmentincludesany

trainingorfurthereducationplanthatisn’tnormallyavailabletoemployeesaspartoftheiron-

sitetraining.Sendingemployeestoconferencesornetworkingevents,staffretreatsandtuition

reimbursementareformsofprofessionaldevelopment.Theytrainyouremployeestosharpen

theirskills,whichtheywillultimatelyusetocontributebackintoyourorganization.
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SHRM:Definition,Needand Importance
 

StrategichumanresourcemanagementorSHRM isabranchofHRM.Itemergedfrom the

disciplineofhumanresourcemanagementandisafairlynewfield.StrategicHRM isdefinedas

“thelinking ofhuman resourceswith strategicgoalsand objectivesin orderto improve

business performance and develop organizationalculture that foster innovation and

competitiveadvantage.”SHRM inanorganizationmeans“toacceptandinvolvethefunctionsof

HRasastrategicpartnerinformulatingandimplementingthecompany’sstrategiesthrough

human resource activities which mayinvolve recruiting,selecting,rewarding and training

companypersonnel.Inspiteofthesimilarityinnames,HRM andSHRM aretwodifferent

practices;SHRM isbasicallyapartofthecompleteHRM process.BesidesthatSHRM focuses

moreonlong-term objectivesratherthanthein-houseobjectiveswithemployeesdealtbyHRM.

Inthelate1980’swritersstartedstatingstrongopinionsforamuchmorestrategicapproachto

managingpeoplethanwasthestandardpracticeofthattime.Theyclamoredforthechangeof

traditionalmanagementpractices ofindustrialrelations and people to the modern more

improvedones.

ThecenterpointofSHRM istoaddressandsolveproblemsthateffectmanagementprograms

centeringonpeopleinthelongrunandmorethanoftenglobally.Wecansaythatthemaingoal

orobjectiveofSHRM istoincreaseproductivitynotonlyintheemployeesbutinthebusiness

overall,itachievesthisbyfocusingonbusinessproblemsandobstaclesoutsideofthehuman

resourcesrange.SHRM identifiesimportanthumanresourceareaswherestrategiescanbe

impliedfortheimprovementofproductivityandemployeemotivation.Toachievegoodresults

communicationbetweenhumanresourceandtopmanagementoftheorganizationisofutmost

importanceascooperationisnotpossiblewithoutactiveparticipation.

KEYFEATURESOFSHRM

Thekeyfeaturesofstrategichumanresourcemanagementaregivenbelow:

 Someorganizingstrategiesorschemeslinkindividualhumanresourceinterventionsso

thattheyare‘mutuallysupportive’
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 AgreatamountofresponsibilityistransferreddownthelineforthemanagementofHR

 Thereisapreciselinkbetweenoverallorganizationstrategy,organizationenvironment,

HRpoliciesandpractices

DEVELOPMENTINSHRM

InrecenttimesHRM professionalshavebeenfacingchallengeswithemployeeparticipation,

performancemanagement,employeerewardsystems,highcommitmentworksystemsand

humanresourceflow becauseofglobalization.Traditionalmodelsandtechniqueshaveno

placeintoday’sbusinessworld;alsolocalcompanieswhichgoglobalcannotusethesame

tacticsintheglobalbusinessworld.TopmanagementsandHRprofessionalsthatareinvolved

instrategichumanresourcemanagementfaceawiderangeofissueswhichincludesomeof

thefollowing:

 Rapidchangeintechnology

 Introductionofnewconceptsofgeneralmanagement

 Globalizationofmarketintegration

 Increasedcompetition,whichmaynotnecessarilybelocal

 Resultantcorporateclimates

 Constantlychangingownership
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ProcessofStrategic Management

Thestrategicmanagementprocessmeansdefiningtheorganization’sstrategy.Itisalso

definedastheprocessbywhichmanagersmakeachoiceofasetofstrategiesforthe

organizationthatwillenableittoachievebetterperformance.

Strategicmanagementisacontinuousprocessthatappraisesthebusinessandindustries

inwhichtheorganizationisinvolved;appraisesit’scompetitors;andfixesgoalstomeetall

thepresentandfuturecompetitor’sandthenreassesseseachstrategy.

Strategicmanagementprocesshasfollowingfoursteps:

1.EnvironmentalScanning: Environmentalscanning refers to a process of collecting,

scrutinizingandprovidinginformationforstrategicpurposes.Ithelpsinanalyzingthe

internalandexternalfactorsinfluencinganorganization.Afterexecutingtheenvironmental

analysisprocess,managementshouldevaluateitonacontinuousbasisandstriveto

improveit.

2.StrategyFormulation: Strategyformulationistheprocessofdecidingbestcourseofaction

foraccomplishingorganizationalobjectivesandhenceachievingorganizationalpurpose.

Afterconducting environmentscanning,managers formulate corporate,business and

functionalstrategies.

3.StrategyImplementation: Strategyimplementationimpliesmakingthestrategyworkas

intendedorputtingtheorganization’schosenstrategyintoaction.Strategyimplementation

includesdesigningtheorganization’sstructure,distributingresources,developingdecision

makingprocess,andmanaginghumanresources.

StrategyEvaluation: Strategyevaluationisthefinalstepofstrategymanagementprocess.

Thekeystrategyevaluationactivitiesare:appraisinginternalandexternalfactorsthatarethe

rootofpresentstrategies,measuringperformance,andtakingremedial/correctiveactions.

Evaluationmakessurethattheorganizationalstrategyaswellasit’simplementationmeetsthe
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organizationalobjectives
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Thesecomponentsarestepsthatarecarried,inchronologicalorder,whencreatinganew

strategicmanagementplan.Presentbusinessesthathavealreadycreatedastrategic

managementplanwillreverttothesestepsasperthesituation’srequirement,soasto

makeessentialchanges.

ComponentsofStrategicManagementProcess

Strategicmanagement isanongoingprocess.Therefore,itmustberealizedthateach
componentinteractswiththeothercomponentsandthatthisinteractionoftenhappensin
chorus.

Compensation

Compensation isasystematicapproachto providing monetaryvalueto employeesin

exchangeforworkperformed.Compensationmayachieveseveralpurposesassistingin

recruitment,jobperformance,andjobsatisfaction.

Compensationisatoolusedbymanagementforavarietyofpurposestofurtherthe

existenceofthecompany.Compensationmaybeadjustedaccordingthethebusiness

needs,goals,andavailableresources.

Compensationmaybeusedto:

 Recruitandretainqualifiedemployees.

 Increaseormaintainmorale/satisfaction.

 Rewardandencouragepeakperformance.

 Achieveinternalandexternalequity.

 Reduceturnoverandencouragecompanyloyalty.

 Modify(throughnegotiations)practicesofunions.
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Recruitmentandretentionofqualifiedemployeesisacommongoalsharedbymany

employers.To someextent,theavailabilityand costofqualified applicantsforopen

positionsisdeterminedbymarketfactorsbeyondthecontroloftheemployer.Whilean

employermaysetcompensationlevelsfornewhiresandadvertizethosesalaryranges,it

doessointhecontextofotheremployersseekingtohirefrom thesameapplicantpool.

Moraleandjobsatisfactionareaffectedbycompensation.Oftenthereisabalance(equity)

thatmustbereachedbetweenthemonetaryvaluetheemployeriswillingtopayandthe

sentimentsofworthfeltbetheemployee.Inanattempttosavemoney,employersmayopt

tofreezesalariesorsalarylevelsattheexpenceofsatisfactionandmorale.Conversely,an

employerwishingtoreduceemployeeturnovermayseektoincreasesalariesandsalary

levels.

Compensationmayalsobeusedasarewardforexceptionaljobperformance.Examplesof

suchplansinclude:bonuses,commissions,stock,profitsharing,gainsharing.

Componentsofacompensationsystem

Compensationwillbeperceivedbyemployeesasfairifbasedonsystematiccomponents.

Variouscompensationsystemshavedevelopedtodeterminethevalueofpositions.These

systems utilize many similar components including job descriptions, salary

ranges/structures,andwrittenprocedures.

Thecomponentsofacompensationsystem include

 JobDescriptionsAcriticalcomponentofbothcompensationandselectionsystems,job

descriptionsdefineinwritingtheresponsibilities,requirements,functions,duties,location,

environment,conditions,andotheraspectsofjobs.Descriptionsmaybedevelopedforjobs

individuallyorforentirejobfamilies.

 JobAnalysisTheprocessofanalyzingjobsfrom whichjobdescriptionsaredeveloped.Job

analysistechniquesincludetheuseofinterviews,questionnaires,andobservation.

 JobEvaluationAsystem forcomparingjobsforthepurposeofdeterminingappropriate

compensationlevelsforindividualjobsorjobelements.Therearefourmaintechniques:

Ranking,Classification,FactorComparison,andPointMethod.

 PayStructuresUsefulforstandardizing compensation practices.Mostpaystructures

includeseveralgradeswitheachgradecontainingaminimum salary/wageandeitherstep
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incrementsorgraderange.Stepincrementsarecommonwithunionpositionswherethe

payforeachjobispre-determinedthroughcollectivebargaining.

 SalarySurveysCollectionsofsalaryandmarketdata.Mayincludeaveragesalaries,inflation

indicators,costoflivingindicators,salarybudgetaverages.Companiesmaypurchase

resultsofsurveysconductedbysurveyvendorsormayconducttheirownsalarysurveys.

Whenpurchasingtheresultsofsalarysurveysconductedbyothervendors,notethat

surveysmaybeconductedwithinaspecificindustryoracrossindustriesaswellaswithin

onegeographicalregionoracrossdifferentgeographicalregions.Knowwhichindustryor

geographiclocationthesalaryresultspertaintobeforecomparingtheresultstoyour

company.

 PoliciesandRegulations

Typesofcompensation

Differenttypesofcompensationinclude:

 BasePay

 Commissions

 OvertimePay

 Bonuses,ProfitSharing,MeritPay

 StockOptions

 Travel/Meal/HousingAllowance

 Benefitsincluding:dental,insurance,medical,vacation,leaves,retirement,taxes.

EmployeeSeparation

The termination ofemployees from membership ofthe organization is referred as

employeeseparation.Therateatwhichemployeesleavetheorganizationismeasuredby

therateofemployeeseparation.

TheCostsofEmployeeSeparation

Theemployeeseparationisalwaysresultedinsomecosts.Theintensityoftheincurring

costsvariesonthebasisofthedecisionofthemanagementthateithertheemptyposition

ofseparatedemployeeisreplacedbyanew employeeorthepositionmaybeeliminated

permanently.Followingarethecoststhatarelinkedwiththeemployeeseparation.
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 RecruitmentCosts

 SelectionCosts

 TrainingCosts

 SeparationCosts

BenefitsofEmployeeSeparation

Ononehandtherearecostsattachedwiththeemployeeseparation,butontheotherhand

therearesomeresultingbenefitstoo.FollowingaresomeoftheEmployeeBenefitsthatare

associatedwiththeemployeeseparation.

 Thelaborcostisreduced

 Theemployeeswhoperform poorly,arereplaced

 Theinnovationisincreasedintheorganization

 Thediversityisenhancedintheorganization

TypesofEmployeeSeparation

Therearetwomaintypesofemployeeseparationsonthebasisoftheinitiationofthe

employmentrelationshiptermination.Thesetwotypesofemployeeseparationsareas

follow.

1.VoluntarySeparation

Whenanemployeeterminatestheemploymentrelationship,thenthisform ofemployee

separationisknownasvoluntaryseparation.Voluntaryseparationisfurtherdividedinto

twocategories.

 Quits

 Retirements

2.InvoluntarySeparation

Whenemployerofanorganizationendstheemploymentrelationshipwithanyemployee,

thenthisemployeeseparationiscalledinvoluntaryseparation.Theremaybeanumberof

reasonsforinvoluntaryseparationsliketheemployeedoesnotfitwiththerequirementsof

aparticularjoborduetoeconomicnecessity.Involuntaryseparationisfurtherdividedinto

thefollowingcategories.

 Discharges
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 Layoffs

 Rightsizingordownsizing
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PracticalitiesinMeasuringSHRM outcomes
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UNIT:3

HRStrategy

AHumanResourcestrategyisabusiness’soverallplanformanagingitshumancapitalto

alignitwithitsbusinessactivities.TheHumanResourcestrategysetsthedirectionforall

the key areas of HR,including hiring,performance appraisal,development,and

compensation.

The HR strategyisthusa long-term plan thatdictatesHR practicesthroughoutthe

organization.

AnHRstrategyhasasetofcharacteristics:

 Itrequiresananalysisoftheorganizationandtheexternalenvironment

 Ittakeslongerthanoneyeartoimplement

 ItshapesthecharacteranddirectionofHumanResourcesManagementactivities

 Helpsinthedeploymentand allocationoforganizationalresources(i.e.money,time,

personnel)

 Isrevisedonayearlybasis

 Itincorporatestheexpertjudgmentofsenior(HR)management

 Itisnumber-driven

 Itresultsinaspecificbehavior

AveryusefulmodelhereisthestandardcausalmodelofHRM,oneofthekeyHRmodels.

ThismodelshowswhereHRstrategyoriginatesfrom andhowitinfluencesHRexecution

andbusinessperformance.

ThemodelshowsthattheHRstrategyisaresultofthebroader(business)strategy.It

showsthatHRactivitiescreatevaluewhentheyarealignedwithwhattheorganizationtries

to achieve.When thereisalignment(fit)between thetwo,HR willcontributeto the

performanceoftheorganization.

Theoverallbusinessstrategyisformulatedbasedonthepastandthepresent.Itisaresult

ofwhatthecompanyhasbeendoinginthepastanditscurrentinternalcapabilities.An

oftenusedtooltoarriveatthisstrategyistheSWOTanalysis.
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IntheSWOTanalysis,theorganization’sinternalStrengthandWeaknesses,anditsexternal

ThreatsandOpportunitiesaremapped.Strengthsincludethecompany’scoreknow-how

andknow-what.Theseareitsproductioncapacity,existingbrand,marketingchannels,sales

capabilities,R&Dexpertise,andotherhumancapitalfactors.

SWOTAnalysis

Thecompany’sstrategyleveragesitsStrengthstocapitalizeontheOpportunitiesinthe

market.Atthesametime,ittriestocircumventThreatsandminimizetheimpactof
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Weaknesses.

Theresultofthisstrategy-settingisthecompany’svalueproposition.Forexample,the

valuepropositionofWalmart,adiscountretailer,is“everydaylowprices”.Thisexplainsa

numberofinternalHRpractices,especiallytheonesrelatedtoworkercompensation.

TheHRstrategyisbasedontheorganizationalstrategy.TheHRstrategytouchesonallthe

keyareasinHR.Theseincluderecruitment,learning&development,performanceappraisal,

compensation,andsuccessionplanning.

AnexampleofanHRstrategyisanHRmissionstatementandHRvision,withconcrete,

high-levelactionsabouthowtoexecuteonthismissionandvision

ComponentsofStrategic HRM

Nomatterthesizeofabusiness,thehumanresourcedepartment,evenifjustoneperson,

istaskedwithcaringforandmanagingacompany’smostimportantresource–itspeople.

Thedepartment’sdailyworkloadmightincluderecruitingtalent,hiringworkers,onboarding

new hires,managingpayrollandbenefits,alongwithmanyotherpersonneltasks.Asa

meansofimprovingefficiencyandstreamliningduties,manyHRdepartmentsutilizehuman

resourcemanagementsystems(HRMS).Theseclustersofsoftwaresolutionsallow HR

departmentstoautomateroutinetasksandfreeuptimeforstaffmemberstofocuson

areasthatrequiremorepersonalizedattention.

ServeCoreHRFunctions

ThemostbasiccomponentofaHRMSservesthecoreHRneeds–suchaspayroll,benefits

andworkforcemanagement– madeupofactivitiesandprocessesformanaginglarge

numbersofhourlyemployees.Itcaninvolveprogramsthathandletaskssuchas:

 Schedulingshifts

 Recordingattendance

 Trackingabsencesandsickdays

 Clockingtimeworked
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Someprogramscanalsodifferentiatebetweenunionandnon-unionworkersoremployees

and freelance workers,and make appropriate payrollcalculations based on these

distinctions.Benefitsandemployeecontributionscanalsobeeasilytracked.Allofan

employee’svitalinformationisorganizedinoneeasy-to-accessfilethatismanagedmuch

moreefficientlybytheHRMSthanbymanualprocesses.

FacilitateTalentManagement

OthertypesofprogramsaredesignedtohelpHRdepartmentsmanagetheirtalent,orthe

actualemployeeswithinthecompany.Thiscancoverabroadrangeoftasksincluding:

 Processesforrecruitingnewstaff

 Onboarding

 Orientation

 Performancemanagementandevaluation

 Trainingandprofessionaldevelopment

Insomecases,asystem mayallow anHRrepresentativetocreateajobpostingonline,

viewincomingapplicationsandtrackcandidatesthroughthehiringprocess.

Increasingly,orientation materials such as filling outpayrollinformation and other

paperworkarebeingrelegatedtoonlineapplicationssoHRstaffarenotrequiredtobe

physicallypresenttohandlesomeofthebasics,freeingthem todootherwork.Oncegreat

employeesareonboard,othercomponentsworktotrackperformancemetricsandprovide

professionaldevelopmenttoretaintopperformers.

EncourageEmployeeEngagement

SomeHRdepartmentsmayextendtheirHRMStoolsbyalsoutilizingsocialmediaand

online applications to engage theiremployees and stimulate interaction within the

corporateenvironment.Throughthesechannels,employeescan:
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 Collaborateonprojects

 Learnmoreaboutthecorporatebrand

 Referqualifiedfriendsforjobopenings

 Respondtocompanysurveysdesignedtomeasurejobsatisfaction

 Makecorporateannouncementsandpolicyupdates

MeetComplianceStandards

Industriesthatoperateinfinancial,health,insuranceorpublicsectorcapacitiesarerequired

tofollow specificregulationsandaresubjecttoreportingandcompliancestandards.An

HRMScomponentspecificallydesignedtokeeptrackoffrequentlychangingregulations

allowsHR departmentstostayontopofthenecessaryrecord-keepingandreporting

requirements.Automated maintenance informs the HR departmentwhen background

checks,licensesorcontinuingeducationalrequirementsneedtobeupdatedandassures

thatthecompanyisoperatingincompliance.

AnalyzeCorporateHRTrends

Particularly in largercompanies,analytics are increasingly importantto upperlevel

managersandHRdepartments.ProgramsthattracktheeffectivenessofHRinitiativesand

recruitmentmethodshelpkeyexecutivespinpointwhatworksinattractingnewtalenttothe

company.Theycanalsocomparesalarylevelswithintheindustryandmakeadjustmentsif

needed.Datathatiscompiledfrom thefluctuatingworkforcealsohelpsleadersgaina

betterunderstandingofturnovertrends,suchaswhyemployeesmoveontoanother

companyorhowtoimproveworkerretention.

OrganizationalHRStrategies

Organizationalstrategyisaplanforevolvingabusinessovertime.Youmightwantyour

companytobealeaderin“green”technologyinfiveyears,ormaybeyouenvisionraising

salesby20percentduringthenext24months.Whateveryourplans,youneedemployees



KMBHR04StrategicHumanResourceManagement

AkhileshGaur(MBADepartment)
RajivAcademyforTechnology&Management,Mathura Page

70

tocarrythem outandhumanresourcesleadershiptopreparethem forthetask.
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Profitability

Linking HR strategy to organizationalstrategy can be profitable.Towers Watson,a

companyspecializinginhumancapital,reportsinthestudy“WatsonWyatt’s2002Human

CapitalIndex”thatshareholders’totalreturnswere64 percentoverfiveyearsunder

progressiveHR practices,compared with totalreturnsof21 percentunderweakHR

practices.Usingaprogressivestrategy,HRcanidentifytheskillsyourbusinesswants

employeestohaveandcloseexistingskillgapsthroughaggressiverecruitingandtraining.

Obstructions

High turnover, excessive absenteeism, low productivity and overall employee

dissatisfactiondisruptyourbusinessoperations.Theseobstructionsnotonlyraiseyour

operatingcosts— hiringandretrainingreplacementstaffisespeciallyexpensiveforsmall

businesses— theyalsoderailorganizationalstrategies.Asyourchief“employeeproblem-

solver,”HRoftenconductsexitinterviewswithdepartingemployeestofindoutwhythey’re

leavingandtakecorrectiveaction,orthecompanymightmakemanagersmoreresponsible

forkeepingstaffonboardbytyingtheirpaytoretentionrates.Toraiseproductivityand

retention,HR can recommend such low-costincentives as flexible work schedules,

performanceawardsormoney-savingdiscountsfrom retailers.

StaffBuy-in

Organizationalstrategyhasabetterchanceofsucceedingwhenemployeesunderstandand

buyintoyourplan.HRistheliaisonbetweenmanagementandstaff.Itcaninfluence

employees’attitudesandbehaviorstowardsyourcompanyandgaintheirsupportforyour

strategicplan.TheHRstrategythat’sfocusedondevelopingstaffloyalty,forexample,can

giveyourorganizationalstrategytheemployeesupportneededtomakeyourcompanya

leaderingreentechnologyorincreaseyourproductsales.
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WorkplaceMandates

WhenHRstrategyislinkedtoorganizationalstrategy,companieshavethebenefitofHR’s

expertiseonworkplaceregulationsandemploymentlaws.HRisresponsibleforkeeping

organizationsincompliancewithsafetyregulations,anti-discriminationlawsandother

stateandfederalworkplacerequirements.Whenyourorganizationalstrategyconflictswith

workplacemandates,yourbusinesscouldbesuedorfined.Forinstance,plansforanew

manufacturing processthatsignificantlyraisestemperatureson theplantfloorcould

violateOccupationalHealthandSafetyAdministrationstandards.

FunctionalHRStrategies

BusinessManagementandStrategy

Thisissometimesreferredtoas“thebusinessofbusiness.”Itinvolvesunderstanding

informationfrom insidetheorganization,andfrom externalsourcessuchasmarkettrends

toalignthecorporation’shumancapitalwithitsownneeds.Peopleinvolvedinthisarea

developstrategiesandactionstobestutilizestaffandmanagementtomeetthecorporate

responsetotheinformation.Theyanalyzedataanddevelopprogramsthatwillinitiate

neededchanges,andthenevaluatetheresults.

WorkforcePlanningandEmployment

ThisareaofFunctionalHumanResourceManagementdealswithstaffing.YourBusinessat

ArizonaCentralincludesdeterminingpersonnelneedsasoneofthedutiesofpeopleinthis

area.Onceaneedisidentified,themanagermustnotonlydefinetheposition,butdecide

whereandwhentoadvertiseopenings.Recruitmentinvolvesscreeningapplicantsand

conductinginterviewsaswell.Sometimeshumanresourceworkerswillhiredirectlyand

othertimestheysimplynarrow theapplicantfieldforsupervisors.Oncestaffpeopleare

hired,itbecomestheresponsibilityofthehumanresourcedepartmenttodevelopstrategies

toretainthehiree.
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HumanResourceDevelopment

Thisareaisimportantbecauseitbenefitsbothworkerandmanagement.Development

specialistsidentifyplaceswhereskilldevelopmentisneeded.Thismaybein“soft”areas

suchascustomerserviceandcommunications,orintechnicalskillssuchascomputeror

equipmentoperation.Dataindicatesthatwhencorporationsinvestintrainingstaff,the

employeesaremoresatisfied,andproductivityincreases.Developmentpersonnelmay

conductthetrainingsthemselvesorbringintrainers.

TotalRewardsorCompensation

ThisdivisionofFunctionalHumanResourceManagementdealswithoneofthelargest

expensesofacorporation.Itincludesdirectcompensationlikewagesandbonusesaswell

asindirectcompensationgivenasbenefitpackages.Humanresourceworkersinthis

departmentwork with payrollprocessing,benefitenrollmentand properhandling of

insuranceclaims.Theirgoalistomeetemployeeneedsatacost-effectivelevel.

Employee/LaborRelations

Workersinthisarenamustunderstandcollectivebargainingandcomplianceguidelines.

Theirgoalistobalancecorporateandemployeeneeds.Thisincludesmoralemanagement

suchasdevelopingincentiveandrecognitionprograms.Italsoinvolvestheimplementation

ofperformanceappraisalproceduresandroutineevaluations.

RiskManagement

ThisareainvolvesworkingwithinOSHAguidelinestoprovideasafeandergonomicwork

environment.Professionalsinthisarenadevelopsafetypoliciesandconductsafetyaudits

ofthecorporationtoassuretheyareincompliancewithstateandfederalmandates.They

alsoprovidesafetytrainingsandassistinaccidentreportingprocedures.
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Asbusinessesexpand,evengoglobal,therewillbeincreasingdemandforprofessionals

working with divergentstandards and laws to manage the “human capital”ofthe

corporations.AnunderstandingofFunctionalHumanResourceManagementwillallow

studentstoselectandhonecareerpaths

StrategicHRinAction

The defining  featuresofHRM  arepopularly  known  asmodels.  These  models   

provide   analytical   frameworkfor studying  HRM.    They  provide   characterization  of

HRM   that establishes   variables   and relationship    to be researched.

Four most common  models  are:

1.TheFombrun  Model

2.TheHarvardModel

3.TheGuest Model and

4.TheWarwick Model

Allthesemodelsservethefollowingpurposes:

 TheyprovideananalyticalframeworkforstudyingHRM forexample,situationalfactors,

stakeholders,strategicchoicelevels,competenceetc.

 TheyvalidatecertainHRM practicesandprovidedistinctivenesstoHRM practices.

 TheyprovideacharacterizationofHRM thatestablishesvariablesandrelationshiptobe

researched.

 Theyhelptodiscoverandunderstandtheworldforexplainingthenatureandsignificanceof

keyHRpractices.
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1.THEFOMBRUNMODEL

This  is the modelof HRM.It emphasizes   fourfunctions  of management and  their  

interrelatedness¬ Selection, Appraisal, Development     and Rewards. This model is

incomplete as it focuses on only four functions ofHRM and ignore allother  

environmental   andcontingency   factors. But,thismodel issimple   and can serve asa

heuristic framework forexplaining  the nature  and significance  ofHRactivities.
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2.THEHARVARDMODEL

This   model   consists   six critical components ofHRM  namely   stake holders

interests,    situational    factors,   HRM  policychoices, HR out comes,long term 

consequencesandafeedbackloopthrough.

3.THEGUESTMODEL

This model wasdeveloped  byDavidGuestin1997.Thismodelemphasizesonthe

assumption  that HRmanagerhasspecificstrategiestobeginwith,whichdemandcertain

practices and when executed willresultin outcomes.These out comes include 
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behavioral  performance   related  and financialrewards.Themodelemphasizesthe

logicalsequenceofsixcomponents:HRstrategy,HRpractices,HRoutcomes,Behavioral

outcomes,Performanceresultsandfinancialconsequences.

4.THEWARWICKMODEL

Thismodelwasdevelopedbytworesearchers,HendryandPettigrew ofUniversityof

Warwick(hence the name Warwickmodel).Like otherhuman resource management

models,theWarwickpropositioncentersaroundfiveelements-

 Outercontext(macroenvironmentalforces)

 Innercontext(firm specificormicroenvironmentalforces)



KMBHR04StrategicHumanResourceManagement

AkhileshGaur(MBADepartment)
RajivAcademyforTechnology&Management,Mathura Page

78

 Businessstrategycontent

 HRM context

 HRM content

The  strength   of this  model  is that  it identifies  andclassifiesimportantenvironment

influencesonHRM.ThismodeltakescognizanceofbusinessstrategyandHRpractices,

theexternalandinternalcontent,inwhichtheseactivitiestakeplaceandprocessbywhich

suchchangestakeplaceincludingtransactionsbetweenchangesinbothexternalcontent

andinternalcontent.
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THE5-P’SMODELOFHRM

 Philosophy: Expressedinstatementsdefiningbusinessvaluesandculture.Itexpresses

howtotreatandvaluepeople.

 Policies: Expressedassharedvaluesandguidelines.Policiesestablishguidelinesforaction

onpeoplerelatedbusinessissuesandHRprograms.

 Programs: Articulatedashumanresourcestrategy.Thesecoordinateeffortstofacilitate
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changetoaddressmajorpeoplerelatedbusinessissues.

 Practices: Forleadershipmanagerialandoperationalrolepracticesmotivateneededrole

behaviors

EmployeeEngagement

EmployeeEngagement

Employeeengagementisnotthesameasemployeesatisfaction.

EmployeeSatisfaction onlyindicateshowhappyorcontentyouremployeesare.Itdoesnot

address theirlevelofmotivation,involvement,oremotionalcommitment.Forsome

employees,beingsatisfiedmeanscollectingapaycheckwhiledoingaslittleworkas

possible.

Whenorganizationsfocusonhowtoimproveemployeesatisfaction,changeswon’t

necessarilyleadtoincreasedperformance.Oftentimes,theconditionsthatmake

employees“satisfied”withtheirjobsarethesameconditionsthatfrustratehighperforming

employees.Topperformersembracechange,searchoutwaystoimprove,andchallenge

thestatusquo.Theyexpectallemployeesbeheldaccountablefordeliveringresults,

whereaslowperformersavoidaccountability,clingtothestatusquo,andresistchange.

Employeeengagement goesbeyondactivities,games,andevents. Employeeengagement

drivesperformance.Engagedemployeeslookatthewholeofthecompanyandunderstand

their purpose,where,and how they fitin.This leads to better decision-making.

Organizations with an engaged workforce outperform theircompetition.Theyhave a

higher earningpershare(EPS) andrecovermorequicklyafterrecessionsandfinancial

setbacks.Engagementisakeydifferentiatorwhenitcomestogrowthandinnovation.To

betterunderstandtheneedsofyourorganization,administeringanemployeeengagement

surveyiskey.Thisisnotthesameasasatisfactionsurvey.
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Moreover,expectationsofemployeeshavechanged.Mobileprofessionalcareersaremuch

morecommonthan“jobforlifers”.Retentionoftoptalentismoredifficultthanbefore.A

companythathasaneffectiveemployeeengagementstrategyandahighlyengaged

workforceismorelikelytoretaintopperformersaswellasattractnewtalent.Successful

organizationsarevalue-drivenwithemployee-centriccultures.

Howisemployeeengagementmeasured?

Measurewhatmatters:Employeeengagementsurveyshavebeendevelopedspecificallyto

measuretheperformance,strategicalignment,competencyandsatisfactionofcontributors.

Engagementsurveys mustbe statistically validated and benchmarked againstother

organizationsiftheyaregoingtoprovideusefulresults.Withoutthesethings,itisdifficult

toknowwhatyouaremeasuringandwhethertheresultsaregoodorbad.

Engagementcanbeaccuratelymeasuredwithshortsurveysthatcontainjustafew

questions,butsuchshortsurveyscanonlyprovideanindicationofwhetheremployeesare

engaged.Theyhaveahardtimeexplainingwhyemployeesareengagedordisengaged

becausetheylackdetail.Withoutsufficientinformation,anorganizationcannotdevelop

meaningfulactivities,trainingprograms,strategies,andinitiativestoraiselevelsof

engagement. 

Inordertogetacompletepictureofemployeeengagement,asurveyneedstoinclude

about50to80questionsthatcoveracompleterangeofrelevanttopics.Thereshouldalso

beopenendedquestionstofurtherdiagnosepotentialengagementproblemsinacompany.

Whenshouldanorganization measureemployeeengagement?

Thebesttimetoconductanemployeeengagementsurveyisanytime.Thetimingofan

engagementsurveywillhaveaneffectonsurveyresults,butitisalwaysagoodtimeto

haveabetterunderstandingofhowengagedyouremployeesare.

Createareadinessassessment,communicatethereasonsfordoingtheengagement
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survey,communicateresults,andtakeactiononsurveyresults.Theseactionsgive

meaningtothesurvey.Otherwise,asurveyendsupbeingmoreofawasteoftimeandde-

motivator.

Componentsofemployeeengagement

Therearetwoprimaryfactorsthatdriveemployeeengagement.Thesefactorsarebasedon

statisticalanalysisandwidelysupportedbyindustryresearch.

EngagementwithThe

Organization measureshowengaged

employeesarewiththeorganizationas

awhole,andbyextension,howtheyfeel

aboutseniormanagement.Thisfactor

hastodowithconfidencein

organizationalleadershipaswellas

trust,fairness,values,andrespect–i.e.

howpeopleliketobetreatedbyothers,

bothatworkandoutsideofwork.

 

Engagementwith“MyManager” isa

morespecificmeasureofhow

employeesrelatetotheirdirect

supervisors.Topicsincludefeeling

valued,beingtreatedfairly,receiving

feedbackanddirection,andgenerally,

havingastrongworkingrelationship

betweenemployeeandmanagerbased

onmutualrespect.

Thetwo Organization factorsdealwith

howemployeesrelatetoandconnectwith

theorganization.

Thetwo Manager factorslookatwhether

managersdisplaytheessentialskillsand

behaviorsneededtobeeffective.
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BeyondtheTwoCoreEngagementFactors

Highperformanceorganizations,andhighlyengagedemployees,alsoexcelintheseareas:

StrategicAlignment: Doemployeeshaveclarityofpurposeanddirection?Doemployees

understandhow theworktheydocontributestotheorganization’ssuccess? Strategic

Alignmentensuresthatemployeeshaveclarityofpurposeanddirection,andthattheir

effortsarefocusedintherightdirection.Ifthoseeffortsarenotfocusedintheright

direction,theycouldbewasted. 

ManagingExecution: Themosteffectivemanagersexcelatthepeopleskills,buttheyalso
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provideclearexpectations,holdpeopleaccountable,andstayfocusedondelivering

results. 

LeaderandManagerCompetencyismeasuredaspartoftheemployeesurveyvia upward

feedback.

Foramorecompleteassessmentofmanagercompetency,werecommendusinga 360

DegreeFeedbackSurvey.

Whoshouldbeinvolvedinemployeeengagementinitiatives?

Researchshowsthatmanyorganizationsstruggletobridgeengagementsurveyresultsto

itsfinancialimpactontheorganization.Itisimportanttounderstand how engagement

affectsacompany’sbottom line.

Ahigh-performingworkforceisnecessarytoremaincompetitive,evensurvive.Developing

programstoraiselevelsofemployeeengagementmustbeintentional,havemeaning,

purposebasedonsurveyresults.

HRcanleadthechargetocreateaneffectiveemployeeengagementstrategy,butitneeds

tobeembracedbytheentireorganization.Thereisacleargapbetweentheoptimism of

uppermanagementandwhatmiddlemanagersexperiencewiththeirteams.Tounderstand

thewhole-organizationpicture,it’sessentialtohaveaneffective,multi-directional

communicationstrategyintheorganization. Effectivecommunication isoneofthemost

importantfactorsthatismostlikelytobringcompanysuccess.Organizationsthatthrive

areabletoarticulateandcommunicatewhatsuccesslookslike–asindividualemployees,

teamsanddepartments,andthecompanyasawhole.Thisincreasesengagement

organization-wide.
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WaysofAchievingEmployee engagement

Fourthings are importantwhen we talk aboutemployee engagement;commitment,

motivation,loyaltyand trust.Theirleveldeterminesthequalityofengagementofan

employee.Eachoneisbrieflydiscussedinthecomingparagraphs.

1.Commitment: Commitmentmeansthedegreetowhichindividualsassociatethemselves

withthejob,theresponsibilitiesandtheorganisationalobjectives.Engagedemployeesare

thosewhoarefascinatedbytheirworkandcommittedtofaceeverychallengetoattain

theirgoals.Theyaredependableandhighlyproductiveandtherefore,areaccountablefor

whattheydo.

2.Motivation: Uptillrecentlyitwasbelievedthatthebiggestmotivationisachievement.The

reverseisalsotrue,whichmeansachievementresultsinmoremotivation.Ifemployeesput

intheir100percenteffortstotaketheirorganisationtothenextlevel,thisattainedstatus

motivatesthem morethananything.Properrewardsandrecognitionscanfurthermotivate

them toachievemoreandmorefortheirorganisation.Motivationandachievementgohand

inhandandactastheburningfuelsforthesuccessofanyorganisation.

3.Loyalty: Employeeswhoareactivelyengagedintheirworkshowmoreloyaltytowardsthe

organisation.Thebestpartisthattheyneedlessfocusandattentionofmanagersto

perform theirtaskastheythemselvesfeelaccountablefortheirjobresponsibilitiesand

resultsattained.However,itdoesn’ttakemuchtimeforactivelyengagedemployeestoturn

intodisengagedemployeesiftheorganisationdoesn’thaveawellestablishedreward

system.Recognitionisabasicnecessityofindividualstoremainsteereduptowardstheir

job.

4.Trust: Highlevelsofemployeeengagementcanbefosteredonlywhentrustprevailsinthe

organisation from both the sides.As they share strong emotionalbond with the

organisation,thelattershouldalsoshow trustintheirabilities.Employeesmustbegiven

autonomytoperform theirtaskstheirway.Theyshouldnotberestrictedtoaspecificrules

andregulationsandtherefore,shouldbemotivatedtoexperimenttoperform theirtaskina

differentandinnovativemanner.
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PhasesofEmployeeEngagement

1.Attract

Thefirstphaseoftheemployeeengagementcycleisattractingthebesttalentfrom the

industry.Thisphaseinvolvescreatingapositiveimpressionabouttheworkcultureand

employeecareerasapotentialemployer.Itisallaboutcarefullycreatinganauthentic,

genuineandcraftedimageasanemployer.Thisisalthoughanindirectyetthefirst

impressionthatattractsabigpoolofcandidatestoapplyforthejobvacanciesinan

organisation.Thefirstphaseisthemostimportantphaseoftheemployeeengagement

cycle.

Anotheraspectspreadingthereputationofanorganisationisitsemployees.Theyarenot

onlytheemployeesbutalsoareregardedasinternalcustomers.Theirjobandcareer

satisfactionspeaksabouttheirworkplace.Therefore,theyshouldnotbetakenforgranted.

Besidesattractingthetalentfrom theoutside,itisimportanttokeeptheexistingemployees

attractedtowardstheorganisation.

2.Acquire

Theacquireimageinvolvesmorethanonething.Itincludes(1)thewaythepotential

candidatesareinteractedwhileadvertisingaposition;(2)keepingthepromisesthatwere

madewhilehiringthem and(3)providingthenewjoinersarightkindofworkculture.

Whenanorganisationadvertisesaposition,interestedcandidatesapply.Thewaytheir

applicationsarecreated,thereactionoftheorganisationandthemannerinwhichtheyare

approachedspeakalotabouttheimageandworkcultureofanorganisation.

Hiringthebesttalentnotonlyservesthepurpose.Duringtheirhoneymoonorinitialperiod

withtheorganisation,thecompanymusttrytokeepallthepromisesthatweremadeduring

theselectionprocess.
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Besidesthis,theyshouldfeelhappyandsatisfiedwhentheirexpectationsaretested

againstthereality.Providingtherightkindofculturealsoplaysanimportantroleinkeeping

them engaged.

Thewholeideaistopreparethem toperform theirbestbygivingthem challengingtasks

rightfrom thebeginning.It’slikedevelopingahabitorculturerightfrom thetimethey

decidetoworkwiththeorganisation.

3.Advance

Continuousmovingthetalentisthelastbutanunendingphase.Itnotonlyinvolves

promotingtheemployeestoahigherdesignationalongwithsalaryincrementsbutalso

growingthem inothertangibleandintangibleways.Jobrotationcanhelpthem grow in

experience,responsibilityandbelongingnessbutonlywhenitisdoneright.Advancingthe

employeesineveryaspect,beitmonetaryornon-monetary,isthekeytoretainpeopleand

developtheiroverallpersonality.

The3C’sofEmployeeEngagement

Career: Whenindividualsjoinanorganisation,theyexpecttobuildacareerwithit.Ifthetop

managementandimmediatemanagersspenddedicatedtimeincarvingoutthecareersof

itsemployees,theywillfeelthattheybelongtotheorganisation.Theyfeelengagedwhen

theyreceivesupportfrom themanagementingrowingtheircareers.

An organisation can provide its employees with opportunities to grow professionally

throughjobrotations,indulgingthem insignificanttasks,challengingassignmentsand

promotions.Theyshouldalsobegivenaspecificlevelofauthorityandautonomytotake

theirdecisionsontheirown.Theorganisationsprepareanentirelynewbreedofemployees

iftheygenuinelyinvestindevelopingthecareersoftheirpeople.

Competence: Competenceisallabouttheabilitytogrow.Regularworkshopsandtraining

sessionsmustbeheldinordertohelpemployeesacquireahigherlevelofskillsand
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competencies.Thefocusshouldbeondevelopingformarketableskills.Mostemployees

afterspending a few months look forcompetence-boosting opportunities with the

organisationsothattheycangrow andmovetothenextleveloftheircareers.Whilethe

careerfocusesontheactualgrowthintermsofdesignation,wagesandperksandauthority,

competenceistheabilitytogrowutilizingtheopportunities.

Care: Sittingatthetopmost,careisregardedthefinestartofthemanagersbywhichthey

canmakeemployeesfeelanindispensablepartoftheirorganisation.Themanagersneed

tobeempatheticandsensitivetowardspeopleandunderstandtheirpersonalproblems.

Showingsmallday-to-daycaringgesturestowardsemployeesmakethem feelthatthey

belongtotheorganisationandorganisationbelongstothem.

DriversofEmployeeengagement

Processandoutcomesofemployee engagement

This is the hardcore factthatthe future business performance and revenues and

profitabilityofanorganisationnolongerdependsupontraditionalcapitalmanagementand

investmentand portfolio management.Butthe success ofany organisation in this

constantly changing world ofwork depends upon human capitalmanagement.The

companieswho understoodthisfactlongbeforearethemostsuccessfulandhighly

productiveorganisationsofthecurrentstimes.Thosewhohavejustrealiseditarestill

strugglingtoestablishareputationintheindustry.

Sincethemantraofsuccessofanyorganisationisthehigherinvolvement,engagementand

dedicationofemployeestowardstheirjobsandtheircontinuousperformancetoattain

more,itisnecessarytokeeptheirspiritshigh,motivatethem toperform theirbestalways

andgenerateabreedofsatisfiedanddedicatedemployees.EmployeeEngagementisnota

onetimeprocessthatcanquicklybringresults;ratheritisanendingprocessthatwillgoon

tilltheexistenceofanorganisation.
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Asitisanestablishedfactthatthereisaclearlinkbetweenorganisationalperformance

andemployeeengagement,everyorganisationseekingsustenanceandgrowthintheever

changingworldofworkquicklyrespondtotheneedsofemployeesalongwithdesigning

andimplementingacustomisedprocesstoincreasethelevelsofemployeeengagement.

Thefollowingareafewbasicstepsinthisprocessbasedonthebestindustrypractices.

1.Prepare and Design: The firststep in the process is aboutdiscovering the specific

requirementsofyourorganisationanddecidingthepriorities.Afterthatacustomised

designofcarryingthewholeprocesscanbedesigned.Itisrecommendedtoseekadviceof

expertmanagementconsultantinordertoincreasethechancesofgettingitdonerightat

thefirstattempt.

2.EmployeeEngagementSurvey: Designthequestionsoftheemployeeengagementsurvey

anddeployitwiththehelpofanappropriatemedia.Itcanbeeitherinprintedform orset

online depending upon the comfortlevelofthe employees and yourquestionnaire

evaluationprocess.

3.ResultAnalysis: Itisthemostimportantstepintheentireprocess.Itistimewhenreports

aretobeanalysedtofindoutwhatexactlymotivatesemployeestoperform theirbestand

whatactuallydisengagesthem andfinallycompelsthem toleavetheorganisation.The
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resultsandinformationcanthenbedeliveredthroughpresentations.

4.ActionPlanning: ‘How toturntheresultsofthesurveyintoanaction’isachallenging

questionthatorganisationsneedtodealwiththeutmostcare.Coachingoflinemanagers

aswellasHRprofessionalsisveryimportantinordertotellthem howtotakeappropriate

actionstoengageemployees.Theyshouldalsobetoldaboutdo’sanddon’tssothatthey

cansuccessfullyimplementthechanges.

5.ActionFollow-up: Actionfollow upisnecessaryinordertofindoutiftheactionhasbeen

takenintherightdirectionornotandifitisproducingthedesiredresults.

CostofDisengagedWorkforce

ThefindingsoftheGallupStudyof2008show thatwhiletheengagedemployeesbelieve

theycancontributetocompany’sgrowth,thedisengagedemployeebelievesotherwise,i.e.

hisjobdoesnotcontributetotheorganization.Thisbeliefofthedisengagedemployee

createsanegativespiralthataffectshiswork,co-workers,customers,productivity,and

eventuallyboth happinessofemployeeand companyperformance.Someeffectsare

illustratedbelow:

1.EffectonWork: Thedisengagedemployeetriestoevadework,strugglestomeetdeadlines

andisreluctanttoacceptadditionalresponsibility.

2.Effecton Co-Workers: The negativityofa disengaged employee,demonstrated either

throughravesandrantsorcompletewithdrawalfrom participation,affectstheteam morale.

Afterallwhohasnotheardoftheproverb–onebadapplecanspoilthewholebunch.

3.EffectonCustomers: Everyemployee,whetheranorganizationlikesitornot,becomesits

ambassador.Andadisengagedemployeeeitherbyactivelyde-sellingtheorganization,or

by complete apathy towards theirwork,product,process,organization help create

disengagedcustomers.

4.Effects on Productivity: Disengaged employees seldom push themselves to meet

organizationalgoalsletalonecontributetoinnovativepracticesatworkplace.Since,theydo

notbelievethattheirworkcontributestotheorganization;theyevadecompletingtasks

therebyaffectingteam productivity.
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5.EffectonCompanyPerformance: Inthecorporateworld,timeismoneyandorganizations

mustinnovatetostayrelevant.Adisengagedworkforcebyvirtueofdelayedcompletionof

tasksandinabilitytoimproviseandinnovatecostthecompanydollarswhichultimately

affectsbottom line.ThishasbeenvalidatedbyaGallupStudywhoseresearchshowedthat

costsofdisengagedworkforceintheUnitedStateswasupwardsof$300bnannually.

6.EffectonPersonalLifeofEmployee: Adisengagedemployeeisseldom abletoshakeoff

thelethargyandperform inthecurrentorganizationorlandajobofpreference.Thisleads

topentupfrustrationwhichmayultimatelyaffecthispersonalandfamilylife.

BenefitsofanEngagedWorkforce

Anengagedworkforceform anemotionalconnectwiththeorganizationthathelpsthem

1.GotheExtraMiletoAchieveIndividualandCompanySuccess

2.InnovateatWorkplace

3.Attractcustomersandemployees

4.BecomeEvangelistsofthecompany,itsproductandprocesses

5.Infuseenergyandpositivityatworkplace.

improvingBusinessperformancethroughstrategic
HRM
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UNIT:4

KnowledgeManagement

Knowledgemanagement isthesystematicmanagementofanorganization’sknowledge

assetsforthepurposeofcreatingvalueandmeetingtactical&strategicrequirements;it

consistsoftheinitiatives,processes,strategies,andsystemsthatsustainandenhancethe

storage,assessment,sharing,refinement,andcreationofknowledge.

The fullscope of knowledge management (KM) is notsomething thatis universally

accepted.However,before one looks atthe differences in the definitions,let’s the

similarities.

KM isaboutmakingtherightknowledgeavailabletotherightpeople.Itisaboutmaking

surethatanorganizationcanlearn,andthatitwillbeabletoretrieveanduseitsknowledge

assetsincurrentapplicationsastheyareneeded.InthewordsofPeterDruckeritis“the

coordinationandexploitationof organizationalknowledge resources,inorderto create

benefitandcompetitiveadvantage”(Drucker1999).

Wherethedisagreementsometimesoccursisinconjunctionwiththecreationofnew

knowledge.Wellman(2009)limitsthescopeofKM tolessonslearnedandthetechniques

employed forthe managementofwhatis alreadyknown.He argues that knowledge

creation isoftenperceivedasaseparatedisciplineandgenerallyfallsunderinnovation

management.

BukowitzandWilliams(1999)linkKM directlytotacticalandstrategicrequirements.Its

focusisontheuseandenhancementofknowledgebasedassetstoenablethefirm to

respondtotheseissues.Accordingtothisview,theanswertothequestion“whatis

knowledgemanagement”wouldbesignificantlybroader.
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AsimilarlybroaddefinitionispresentedbyDavenport&Prusak(2000),whichstatesthat

KM “ismanagingthecorporation’sknowledgethroughasystematicallyandorganizationally

specifiedprocessforacquiring,organizing,sustaining,applying,sharingandrenewingboth

the tacit and explicitknowledge ofemployeestoenhanceorganizationalperformanceand

createvalue.”

Undertheinitiativereferredtoas“act“,theintegratedmodeloutlinesaseriesofknowledge

managementprocesses.Theywillbeusedasheadingsforthesubsectionspresentedhere,

andcanbeaccessedthroughthemenuontheleft.Theseare:

 KnowledgeDiscovery&Detection

 KnowledgeOrganization&Assessment

 KnowledgeSharing

 KnowledgeReuse

 KnowledgeCreation

 KnowledgeAcquisition

Theseform thebackboneofknowledgemanagementprocessesastheyoutlineallaspects

involvedintheactualmanagementofknowledge.

While the knowledge managementprocesses section dealtwith the generalways

knowledge can be managed,this section tackles long-term knowledge management

strategy.Strategicinvestmentsrepresentthecompany’schoices/optionssoastoenable

andenhancetheprocessesoutlinedearlier(e.g.knowledgesharing)andtoofferhelp

definewhichknowledgeisrelevant(i.e.inlinewithstrategicobjectives)andwhichisnot.

Thissectionisbasedonthestrategicpartofthe integratedknowledgemanagementmodel,

whichincludes:

 Knowledgemanagementstrategicinitiatives:

 Invest:Supportofexistingstructures,competencies,knowledgeretentionmechanisms,

culture,externalnetwork,andknowledgemanagementsystems
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 Invest:Implementchangestostructures,competencies,knowledgeretentionmechanisms,

culture,externalnetwork,andknowledgemanagementsystems

 Divest:Removeobsoleteknowledge

Thearticlesthatfollow arebasedsolelyonthepointsunder“invest“.Basedonthatwe

arriveatthefollowingheadings:

 KM andOrganizationalStructures

 KM andOrganizationalCulture

 KM andKnowledgeRetention

 KM andCoreCompetencies

 KM andExternalKnowledgeNetwork

 KM andKnowledgeManagementSystems

 Summary:KnowledgeManagementBestPractices

BuildingKnowledgeManagementinto
Strategic framework

KM strategyisaplanthatdescribeshowanorganizationwillmanageitsinformationand
knowledgebetterforthebenefitofthatorganizationanditsstakeholders.AgoodIKM
strategyiscloselyalignedwiththeorganization’soverallstrategyandobjectives.

Agood,clearKM strategycanhelpto:

 IncreaseawarenessandunderstandingofKM inyourorganisation
 Articulatethebusinesscaseandidentifypotentialbenefits
 Gainseniormanagementcommitment
 attractresourcesforimplementation
 CommunicategoodKM practice
 Giveaclear,communicableplanaboutwhereyouarenow,whereyouwanttogo,andhow

toplantogetthere
 Giveyouabasisagainstwhichtomeasureyourprogress,

TherearemanywaystoapproachthedevelopmentofaKM strategy,aswellasmanyways
ofpresenting the strategy documentitself.There is no ‘one size fits all’.Larger
organizationswillprobablyneedadetailed,formalstrategydocumentwhereasforasmaller
organizationsomethingbrieferandlessformalmightbemoreappropriate.
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KnowledgeSharingasaCore Competency
 

The knowledge managementdefinition presented earlier,involved the reuse and

creationofrelevantknowledge.Thewordrelevantlinksknowledgemanagement(KM)

totheconceptoforganizationalcorecompetencies.Onceagain,thechallengehereis

todiscussthissubjectwithoutdivergingtoomuchintorelatedtopicsthatarenot

directlyrelevanttoKM.

Corecompetencies:Definitionsvarygreatly.Theterm wasoriginallycoinedbyPralahad

and Hamel(1990)who defined itas “the collective learning ofthe organization,

especiallyhowtocoordinatedifferentproductionskillsandintegratemultiplestreams

oftechnologies”.Sincethenithasbeendefinedinmultipleways,butverygenerally,

corecompetenciesrefertothefirm’sprimaryexpertise,whichisasourceofsustained

competitiveadvantage.Arrivingatamoreprecisedefinitionisnotnecessaryforour

purposehere.Sufficeittosay,thatthesearekeycapabilities,which,from theresource-

basedperspectiveofthefirm,aretheprimarydriversofinnovationandcompetitive

advantage.

Corecompetenciesthushavealargeknowledgecomponent,andmanagingthem is,in

the veryleast,a productofcorporate strategyworking with KM and innovation

management.Thissimplifiedmodelhasstrategydictatingtheoveralldirection,KM

managing the knowledge dynamics,and innovation management turning core

competenciesintoprofitablecoreproducts.TounderstandtheroleofKM letuslookat

abriefoverviewofhowcorecompetenciesaremanaged:

1.Identifyingandassessingcorecompetencies

Thefirm shouldmapoutitskeycompetencies,possiblylinkingthem directlytospecific

coreproducts.Then,anevaluationmusttakeplace,assessingwhatonehasvs.what

oneneedstohave(asdeterminedbystrategyandthecompetitiveenvironment).KM is
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responsibleforidentifyingwherethekeyknowledgeislocated,includingthetacit

expertiseandknowledgeembeddedinproducts,routines,etc,aswellasidentifying

knowledgegaps.

2.Sustainingcorecompetencies

Organizationalcore competencies,like allknowledge assets,have the virtue of

improvingratherthandepreciatingthroughuse.Conversely,lackofusewillleadto

erosionofanyskillset.TheroleofKM hereistwofold,ontheonehand,itmustkeep

stockofthestateofkeyknowledgeassetsand,ontheother,itmustleveragekey

knowledgeassetsacrosstheorganization.

3.Buildingcorecompetencies

Building new core competencies involves interplay between knowledge,practice,

coordination,andrefinement.Knowledgeassetsmustbebuilt,enhanced,combined,

andcoordinatedinanenvironmentthatsupportsexperimentationandimprovement.

Building core competencies can be a complicated endeavor since sustained

competitiveadvantageisderivedfrom assetsthatarehardtoimitate.From aKM

perspective,thisimpliesthebuildupofspecifictacitknowledgeandexpertise(i.e.

uncodifiedknowledgethatisgenerallymorevaluable,andinherentlymoredifficultto

copyandtransfer),oftenacrossmultipledepartmentsorfunctions.

4.Unlearningcorecompetencies

Organizationshaveahabitoftryingtokeepdoingwhattheyhavealwaysbeendoing.

Unlearningacompetencywhenitisnolongerusefulisoneofthekeyaspectsofa

successfulfirm,andhistoryisriddledwithexamplesofcompaniesthathavefailedto

doso.Intheprocessofunlearning,KM againplaysanimportantrolebyidentifyingand

managingthefirm’sknowledgeassetsintherightdirection.Thismaybedonethrough

re-training,restructuring,creatingnewknowledgeflows,externalknowledgeacquisition,
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outrightremoval,etc.

Thespecificdynamicsoftheprocessesofknowledgecreation,knowledgeacquisition,

knowledgesharing,andknowledgereuse,whicharecentraltothemanagementofcore

competencies,havebeendiscussedearlier.Thepurposeofthissectionistoemphasize

thatKM isnotjustacollectionofindividualinitiatives.Thebuildupofskillsand

competencies,involving the coordination ofmultiple KM disciplines with other

organizationalfunctions,mustoftenbemanagedaccordingtolong-term strategicgoals

andcoordinatedacrosstheorganization.
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StrategicApproachtoIndustrial Relations

TheIndustrialRelationsorIRshowstherelationshipbetweenthemanagementandthe
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workmenwithintheindustryandtheroleofaregulatorybodytoresolvetheindustrial

disputes.

IRisperceiveddifferentlybyadifferentgroupofbehavioralpractitionersandtheorists.

SomebelievedthatIRisrelatedtotheClassConflictwhilesomeperceiveditintermsof

MutualCo-operationandstillothersperceiveditintermsofCompetingInterestsofvarious

groups.Onthebasisoftheseperceptions,therearefourpopularapproachestoIndustrial

Relations.Theseare:

1.UnitaryApproach

TheunitaryapproachisbasedonthenotionthatallthemembersoftheorganizationViz.

Managers,workers,and otherstaffhavea common setofobjectives,purposesand

interestsand,therefore,workinunisontowardstheaccomplishmentofsharedgoals.Here,

the conflictis seen as a temporary divergence which is caused due to the poor

managementorthenegligenceonthepartoftheemployeestounderstandandmixwith

theorganizationalculture.

Theunitaryapproachisbasedontheassumptionthattheoverallprofitabilityofthefirm

couldbeincreasedifeveryoneintheorganizationhasthecommoninterest/purposeand

worksunanimouslytowardsitscompletiontherebyestablishingtheharmoniousrelations.

Herethestrikesareconsideredasdestructive.

2.PluralisticApproach

Thepluralisticapproachisjusttheoppositeofunitaryapproachwhichisbasedonthe

assumption thatan organization isan allianceofpowerfuland divergentsub-groups

(managementandtradeunions),havingdifferentcompetinginterestsaremediatedbythe

management.Themanagementandthetradeunions(associationofworkers)arethe

powerfulsub-groupsthatmaynotagreewithcertaintermsandconditionsprevailinginthe

organizationandtoresolvethosemanagementtriestomediatetheinterestofboththe

groups.
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Duringmediation,ifthemanagementpayslessattentiontotheneedsoftheworkersthen

theyform unionsinordertoprotecttheirinterestandinfluencethemanagementdecision.

The unions so formed helps in balancing the powerbetween the managementand

employees.Thus,itisbasedonthenotionthattheconflictbetweenthemanagementand

theemployeesisinevitableandisviewedasinstrumentalintheinnovationandgrowth.

3.MarxistApproach

TheMarxistapproachisbasedonthebasicassumptionthattheconflictisregardedasthe

productofacapitalistsociety.Thismeansthatconflictarisesnotjustbecauseoftherift

betweentheemployeeandtheemployer,butalsobecauseofthedivisioninthesociety

betweenthosewhoownsthemeansofproduction(capitalists)andtheoneswhohaveonly

labortooffer.Theultimateobjectiveofthecapitalistsistoincreasetheproductivityby

payingpossibleminimum wagestotheworkersduetowhichthelatterfeelsexploited.

Toovercomesuchsituationworkersform unionssoastosafeguardtheirinterests.These

tradeunionsareconsideredasaweapontobringaboutarevolutionarysocialchangethat

focusesonimprovingtheoverallpositionoftheworkersinthecapitalistsystem andnotto

overthrow.Unlikethepluralistapproach,theMarxistbelievesthatthestateinterventionvia

legislationandindustrialtribunalsworkintheinterestofthemanagementanddonot

ensureabalancebetweenthecompetinggroups.Thus,accordingtothisapproach,the

pluralistsupportsthecapitalism,andtheunitaryapproachisanathema.

4.HumanRelationsApproach

TheHumanrelationsapproachispropoundedbyEltonMayo,whoisahumanistand

believesinthepositivenatureoftheemployees.Accordingtohim,givenhumaninitiatives

from management,theemployeespositivelylistensandrespondsproperlytothem and

hencethereisnoroom leftfortheconflicttoarise.ButhoweverMarxistsandPluralistsdid

notappreciatetoomuchstressonthepositivenatureoftheworkers.

Thus,theseapproachestoindustrialrelationsmustbeproperlyunderstoodbytheHR



KMBHR04StrategicHumanResourceManagement

AkhileshGaur(MBADepartment)
RajivAcademyforTechnology&Management,Mathura Page

104

managersastheseoffersasolidfoundationformuchoftheroleofhumanresource

management.

RecruitmentProcessOutsourcingHead Hunting

Recruitmentprocessoutsourcing(RPO) isaform ofbusinessprocessoutsourcing(BPO)

whereanemployertransfersallorpartofitsrecruitmentprocessestoanexternalservice

provider,accordingtothe RecruitmentProcessOutsourcingAssociation(RPOA).AnRPO

provider can provide its own or may assume the company’s staff,technology,

methodologies,andreporting.Inallcases,RPO differsgreatlyfrom providerssuchas

staffingcompaniesandcontingent/retainedsearchprovidersinthatitassumesownership

ofthedesignandmanagementoftherecruitmentprocessandtheresponsibilityofresults.

Today,therecruitingenvironmentisrathercomplex.Inordertoeffectivelyrecruittoptalent,

you need to navigate a tightlabormarket;become proficientin a setofrelevant

technologies;andmanageandnurturecandidatesandhiringmanagers.RPOprovidersare

subject-matter-experts;talentacquisitionistheircorecompetency.Theyknow how to

navigatetherecruitingenvironment,staycurrentwiththelatestrecruitingtechnologyand

havetheresourcestoscalerecruitingcapacitytomeethiringdemands.RPOsbringpeople,

technology,process,andmetricsintoatalentacquisitionfunction.

AccordingtoRPOAco-founderandTalentAcquisitionexpertJohnYounger,“thenumber

onereasoncompaniessucceed,struggle,orfaildirectlycorrelateswithwhotheyhire.”

Dependingonwhatanorganizationislookingfor,anRPOsolutioncanbringanarrayof

manybenefitsincludingmanaginghiringfluctuationsthroughouttheyear;reducingtotal

recruitingcostanddependencyonstaffingagencies;improvinghiringmanagersatisfaction;

reducing time-to-fill;elevating employment brand;improving candidate experience;

simplifyingorstreamliningthehiringprocess;andsavingtimeforotherdutiesamongother

benefits.

Historically,RPO provided high-volume hiring forlarge organizations ata lowercost
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comparedtootherrecruitingoptions.However,RPOhasevolvedoverthelastfewyearsto

becomeaflexiblestrategictalentacquisitionsolutionwithadditionalbenefitsthatcanbe

adoptedbysmallandmedium-sizeorganizationsaswell.

Overthepastfewyears,RPOhasbeentricklingdownintothesmallerandmiddlemarket

domainasoutsourcedrecruitingbecomesapplicabletothesemarkets.Asaresult,smaller,

agileRPOsarerisingintothehigherranksofstrategicrecruitingpartnersandcarvingtheir

uniquenicheinthetalentacquisitionmarketplace.

Unlikeotheroutsourcedrecruitingmodels,recruitmentprocessoutsourcingisastrategic

partnershipthatbringsadditionalvalue-addedbenefits,including:

Analysisand planning. When run effectively,RPO providersworkwith theirclientsto

understandthebusinesssideofrecruitmentorbusinessgoals.Theyhelpclientsforecast

staffingneedsandplanthenecessaryresourcestorespondtotheseneeds,whichhelp

achievethosebusinessgoals.

Extensivejobmarketing. RPOprovidersmarketclientjobsthroughjobboards,socialmedia,

referrals,andnetworkingtodrivecandidateexposuretojobsandemployerbrand(amajor

differentiatorfrom staffingsolutions).

Sourcing and engaging talent. In addition to finding talent,RPO providers build up

employment brand and recognition;engage future potentialtalent through talent

communitiesandtalentpipelines;andsourcecandidatesinadvanceandwithmultiple

sourcingassessments.

Candidate assessments. RPO providers assess candidates,guide them through the

beginning of the recruitmentprocess,and make sure they have the core skills,

competencies,andmotivatorstodothejob.

Candidatecare. Managingthecandidateexperienceisveryimportantasitreflectsonyour

employerbrand.RPOprovidershelpclientstakecareofthecandidatesandmanagetheir
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experience,whethertheyarebeinginterviewed,hired,orconsideredforthejob.

ThreebasictypesofRPOengagements

RPOisnotaone-size-fits-all.RPOoffersdifferentengagementmodels. JohnYounger,RPO

expert,andRPOAco-founderdescribesthefollowingthreemainRPOengagementtypes:

On-DemandRPO: Acontract-basedengagementwithaqualifiedproviderthatknowsthe

company,theirmessaging,theirprocesses and the results theyneed.The contract

specifiesadefinednumberofroleswithinadefinedperiodoftime.

Function-BasedRPO: TheRPO providertakesapieceofthecompany’srecruitingneeds

entirelyoffthecompany’splate(e.g.,theIT departmentoran entiredivision ofthe

organization).

FullRPO: WhentheRPO vendorprovidesacompany’sentireinternalrecruitingfunction

includingaccesstotheprovider’sfullbreadthofresources.
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HROutsourcing

HROutsourcing isaprocessinwhichthehumanresourceactivitiesofanorganizationare

outsourcedsoastofocusontheorganizatioǹscorecompetencies.OftenHRfunctionsare

complexandtimeconsumingthatitwillcreatedifficultyinmanagingotherimportantthrust

areas.ByHRoutsourcing,thisproblem canbeavoidedwhichwillenhanceeffectivenessby

focussingonwhattheorganizationisbestat.Itwillalsoimprovetheflexibilityofthe

organizationtotherapidlychangingbusinessneeds.UsuallybusinessesthatoutsourceHR

aretypicallysmalltomidsizefirmswithnumberofemployeesrangingfrom 25to1500.

ThereareHRoutsourcingfirmspresentsoastomeetanorganizatioǹsHRrequirements.

SomeHRoutsourcingfirmsaregeneralists,offeringawidevarietyofservices,whileothers

arespecialists,focusingonspecificareassuchasrecruitment,payrolletc.Dependingon

thedegreeofoutsourcingrequired,wecaneitheroutsourcetheentireHRfunctionsor

contractforspecificHRfunctions.SomeoftheservicesprovidedbyHRoutsourcingfirms

are:

 Recruiting,training,anddevelopment

 Overseeingorganizationalstructureandstaffingrequirements

 Trackingdepartmentobjectives,goals,andstrategies

 Employeeorientationprograms

Someofthewell-knownHRoutsourcingcompaniesareViteb,PeopleStrong,Trinetetc.

HRoutsourcinghasbecomeapopularsolutionfororganizationstoremaincompetitiveand

cutcosts.ItalsoprovidesskilledprofessionalswhoarefocusedspecificallyonHR.

Hence,thisconcludesthedefinitionofHROutsourcingalongwithitsoverview.

HRoutsourcing(alsoknownasHRO)istheprocessofsub-contractinghumanresources

functionstoanexternalsupplier.
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Reviewsofbusinessprocesseshaveledmanyorganisationstodecidethatitmakes

businesssensetosub-contractsomeorallnon-coreactivitiestospecialistproviders.

HR,asanon-profitcentre,isanobviouscandidateforoutsourcing.

Therearemanywaysinwhichoutsourcinghumanresourcescanbedone:

 Business process HR outsourcing (also known as BPO),where an externalsupplier

managesdiscreteHRactivities,suchaspayrolladministrationorrecruitment,orperhaps

thewhole humanresources function.

 SharedserviceHRoutsourcing,whereonlythetransactionoradministrativeelementsof

HR’sactivitiesaresubcontractedtoanexternalsupplier.Thismayincludethepersonal

interfacewithemployees.

 Application(andfacilities)serviceHRoutsourcing,whereexternalproviderslookafterthe

technological(andphysical)infrastructuretosupporthumanresourcesactivities.

Outsourcinghumanresourcesorsomeofitsprocessestoanexternalproviderisamajor

businessdecisionas,whileitmaybecost-effective,itintroducesnew elementsofrisk,

including:

 Lossofcontrol

 Impactontheemployer/employeerelationship

 Lossofflexibility

 Failuretodelivercostbenefits

 Legalorregulatoryrequirements

 Industrialrelationsissues

TheoperationofanyHRoutsourcingarrangementshouldbegovernedbyaservicelevel

agreement.Thiswilldefinetherequiredstandardsofperformancebybothpartiesandany

penaltiesfornon-compliance.Aservicelevelagreementisacrucialdocumentandmustbe

negotiatedwithgreatcaretomitigatetheaboverisks.
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Peoplemanagementplaysacrucialroleindeliveringorganisationalperformance.Intoday’s

modern,knowledgeeconomythisismoretruethaneverbefore.Thedecisiontooutsource

humanresourcesisthereforenottobetakenlightly.

TherearemanycircumstancesinwhichoutsourcingHR servicescandelivertangible

benefitstotheorganisation,forexamplebyfreeingHRprofessionalstodevotemoretime

toastrategicrolesupportingorganisationalperformance.

TheCIPDidentifiesanumberofstrategicdriversforoutsourcingHRservices:

AdvantagesanddisadvantagesofHRoutsourcing

PotentialbenefitsofHRoutsourcing

 Reducedcost 

 Increasedefficiency 

 AccesstoimprovedHRITsystems 

 Improvedmanagementinformation(includinghumancapitalmetrics) 

 AccesstoHRexpertisenotavailableinternally 

 Increasedflexibilityandspeedofresponse 

 Philosophicalreasons(forexampletheorganisationisoutsourcinganumberofitssupport

functions,ofwhichHRisjustonepart) 

 Reducedrisk 

 TofreeHRresourcestooperatemorestrategically.

PotentialpitfallsofHRoutsourcing

 Don’toutsourcewhatyoudon’tunderstand.TheHRoutsourceproviderwillonlyhaveto

subsequentlysolvetheproblem (atacost)andtheprovider’ssolutionmightnotbemost

suitablefrom yourorganisation’sperspective

 HRoutsourcingdoesnotabsolvetheorganisationofgoodpeoplemanagementpractices

norofoverallresponsibilityfortheprovisionofHRservices
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 Increasingly,HRoutsourcingarrangementsareoftenlongterm (fiveto10yearcontracts

arenotunusual).Anunderstanding oftheorganisation’scurrentand futurebusiness

strategyand potentialchanging business(and hencerisk)profileisimportantbefore

enteringintoanycontractualarrangement.Thishelpstoavoidbeingtiedintounfavourable

contractualarrangements

 Lossoflocalknowledgeandprocesseswhichinsteadresidewiththeoutsourceprovider

 Standardisationofprocessesinlinewithoutsourceprovidernotorganisationalpreferences

StrategicDecisionto Outsourcing

Doesstrategicoutsourcingactuallybenefitanorganization?Orwillitbackfireinthelong

run?Here’show outsourcinghasimpactedorganizationsinIndia,andhow itcanbenefit

you.by SoutimanDasGupta

WhatdocompanieslikeHeroHondaMotors,BhartiTele-VenturesLimited,theNational

StockExchange(NSE),HDFCBank,SonyEntertainmentTelevision,HyattServicesIndiaPvt.

Ltd,andHPCLhaveincommon?

Thecommonthreadrunningthroughtheselargeorganizationsisthatallofthem have

chosenoutsourcingasastrategicbusinessdecisiontogarnertangibleandintangible

benefitsinthenearandlongrun.

Indeed,it’sdifficulttofindasuccessfulandgrowingorganizationinIndia,irrespectiveof

size,thatdoes notoutsource a certain amountofits IT infrastructure services or

management.

Doesitwork?

DoesitmakesenseforanorganizationtooutsourceitsITneeds?MostoftheCIOsand

analystswespoketofeltthatstrategicoutsourcinghelpsanorganizationtosaveoncost

andspeedupdeliverywhilefocusingoncorebusinessneeds.
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Toelaborateonthebenefits,let’slookatInfrastructureStrategies(IS2004),theCIOannual

surveyconductedbyNetworkMagazinetoanalyzetechnologyinvestmentpatternsinthe

Indianenterprise.Thesurvey,conductedamongstIndia’stopcorporates,showsthatnearly

54percentoftheCIOsoutsource“toreducecosts”.

AsimilarviewisechoedbyMicheleCaminos,VicePresident,Team Manager,ITServices,

Asia/Pacific,Gartner.“Themostcompellingreasonwhycompaniesgetintooutsourcing

engagementsistosavecosts,”sheagrees.

AccordingtoInfrastructureStrategies,otherimpor-tantdriversforstrategicIToutsourcing

arefocusoncorecompetencies,accesstospecialexpertise,higherspeedofdelivery,and

accesstonewtechnologies.

Focusonthecore

Giventhepressuresofacompetitivemarket,organizationstendtofocusontheircore

activities— activitiesthatlink-updirectlywiththerevenuesandhencetheprofitability.In

suchascenario,companiestendtooutsourcetheirnon-coretaskstofocusonbusiness

decision-making.AndITinfrastructureeasilylendsitselftooutsourcing.

HeroHondaMotorsisagoodexampleofanorganizationthatusesstrategicoutsourcingto

focusoncorecompetency.“Wewantedtooutsourceallroutine(ITmaintenance)tasksso

thatwecouldconcentrateonthemainbusinessissues.Withtheheadacheofdealingwith

routinecomplaintstakenaway,ourstafffocusesonuserrequirementsandisableto

deliverservices to users on time,”explains SR Balasubramanian,Vice President–

InformationSystems,HeroHondaMotorsLimited.

TheIS2004surveyreportsthat46percentoftheCIOswhooutsourceorhaveplanstodo

so,consider“focuson corecompetencies”asthesecond mostimportantreason to

outsource.

“Therearedefinitecostsavingsintermsofresourcemanagementandlessmanpower
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costs.AsanITteam wecanfocusmoreonprovidingnewinfrastructuresolutionstoenable

variousrequirementsofourcoremediabusinessratherthangetcaughtupwiththedaily

maintenancerequirementsoftheexistingset-up,”explainsAneetaPankaj,SeniorManager,

InformationTechnology,SonyEntertainmentTelevision(SET)IndiaPrivateLimited.

CompetitiveBusinessStrategy

Outsourcingisbestadoptedafteracarefullookatbusinessneedsandavailableoptions.It

isessentialthattheoutsourcingrelationshipprovidesstrategicbusinessbenefitsinthe

future.

“Outsourcing provides a competitive strategy benefitin a numberofways to an

organization.Itallowseaseofmanagement,reductionincost,lessermanpower,andfrees

upinternalresources,”saysPankaj.

“Outsourcing can,and frequentlydoes,provideboth long-and short-term benefitsto

companies thatoutsource,provided theyhave a strategic objective foroutsourcing.

Medium andlong-term gainsarebestrealisedbyselectingavendorwhobringsvalueto

yourcorebusiness,ratherthanonewhocanprovideyouwiththelowestprices,”explains

SharadSanghi,ManagingDirector&CEO,NetmagicSolutionPvt.Ltd.

Business-Related

It’simportanttounderstandthatoutsourcingisabusiness-relateddecisionandnotsimply

anITneed.Theultimategoalofoutsourcingistobringbenefitstothebusinessand

subsequentlythecustomer.

HeroHonda’sBalasubramaniansays,“Webelieveanoutsourcingserviceprovidercould

betterhandleourday-to-daymanagementneedsthanourownteam.We’venotadded

numberstoourstaffinginspiteofincreasedbusinessactivity.Sincetheoutsourcing

agencymanagesthedatacentreroundtheclock,ourstaffhasbeenrelievedfrom working

inshifts.”
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BhartiTele-VenturesLimitedhascutoneofthelargestoutsourcingdealsinAsiaontheIT

infrastructureandnetworkmanagementareas.DrJaiMenon,JointPresident,Enterprise

Business,BhartiTele-Ventures,says thatthe outsourcing relationship has brought,

“unparalleledvaluetothecompanyforourcustomers,employeesandshareholders.”

“Forcustomers,itbringsinnovativeandstreamlinedproductsandserviceslikebilling,CRM

anddatawarehousing.Foremployees,itbringsenhancedperformance-criticalapplications

likeintranet,e-mailandonlinecollaboration.Andatanoveralllevel,thestrategicalliance

provides predictable IT spends,and additionalrevenue streams to furtherenhance

shareholdervalue,”headds.

Thechanginglandscape

Inthepast,IndiancompanieswerenotverykeentooutsourcetheirITneeds,primarily

becausetheirenterpriseITenvironmentswererelativelylesscomplex,easiertomanage,

andinexpensivetomaintain.Besides,fewoutsourcingserviceprovidersofferedanumber

ofoutsourcingoptionsunderoneroof.

Butnow,IT environmentsincompanieshavebecomemorecomplex.Therehasbeen

growthintermsofvolumeofbusiness,rangeofservices,numberofemployees,numberof

competitors,nationwidelocations,andenterpriseapplications.Thiscallsformoreattention

toITasaservicetoprovidestrategicbusinessbenefits.

Tohelporganizationsgetoptimum valueoutITanduseitasastrategictooltofurtherthe

causeofbusiness,manyCIOsthinkitworththeirwhiletooutsourceITinfrastructure

management.

Innovativeoptions

Indianenterprisestodayhaveavarietyofoutsourcingoptionsfrom whichtheycanchoose

therightfit.Outsourcing solution providersofferservicesthatincludedesktop client

management,server management,cable management,firewallmanagement,patch
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management,softwarelicensemanagement,ITaudits,backboneandconnectivity,website

hosting,andITinfrastructuremanagement.

Thustheavailableservicesareinnovative,significantlymorecustomised,andbetteraligned

withindividualcustomerrequirements.Anenterprisecanpick-and-chosespecificservices

andbuildareliablemodeofservicedelivery.A companycanoutsourcebasicdesktop

managementneeds,orthemanagementoftheentirenationwideITinfrastructureifneeded.

Tointroducemoreflexibility,manyserviceprovidersofferclientshire-purchaseschemes,

infrastructureon-demand,andpay-as-you-useoptions.

HyattServicesIndiaPvt.Ltdhasgivenathree-yearcontractto aserviceproviderto

outsourcenetworkmonitoringservices.SaysHarcharanSingh,thecompany’sDirectorof

InformationSystems,“Theserviceproviderhastoupgradeandbuybacktheexisting

hardwareasperthedepreciationcostagreedintheSLA.Thisclauseprotectsusfrom

technologyobsolescence,sincetechnologychangesrapidly.”

IndusIndbankhasenteredintoaninfrastructure-on-demandagreementwithIBM India,

whichincludesbuildinganITinfrastructure,implementingserverconsolidation,andsetting

updisasterrecoverysystems.Thepartnershipsupportsthebank’sgoaltobecometotally

customer-centricbyprovidingmoresecure,responsiveandefficientservice,inlinewithits

renewedfocusonretailbanking.Itallowsthebanktoscaleupoperationsandpursue

aggressivegrowthplans.

Beforeyououtsource

Allthingssaid,outsourcingisastrategicbusinessdecisionthatshouldbemadeonlyifa

companyseestruebusinessbenefitsaccruingfrom it.Badly-plannedoutsourcingcould

resultinerosionofservicevalueandcostescalation,butawell-plannedoutsourcing

decisioncanhelpyousleepbetteratnight,knowingthattheresponsibilityofdeliverablesis

insafehands.
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MicheleCaminosofGartnerhighlightsafew stepsthatcanleadyoutotakeaproper

decisioninthiscontext.

 Whattypeofaserviceisit?Identifycharacteristicsofserviceandtherespectivetype.

 Whatperspectiveisdrivingtheeffort?Identifydecisionrights(serviceowner)andinput

rights(otherstakeholders).

 How areotherperspectivesaffected?Identifyconflictsandworkthem out.Check‘killer’

factor.Improvesolution.

 Checkcompliancewithprinciplesandfitwitharchitecture.

 Who should carry itout? Evaluate differentstaffing possibilities.Selectbestfrom

combination.

 Who should participatein thedecision?Submitserviceproposalto specificdecision

process.Followitup.

Sherecommendsthefollowing:

 Understanddifferentbusinessperspectivesandhowtheyaffectsourcingdecisions.

 Understandhowperspectivesmustbeharnessedtodrivesourcingdecisions.

 Developastructuredsequenceofstepstosourcingdecisions.

 Developevolvinggovernancearchitecturetosupportsourcingdecisions.

 Developinternalsourcingdecisionroles.
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HumanSideofMergersand Acquisitions

Mergersandacquisitions areahugebusiness. In2015alone,almost$5trilliondollarswere

spentonmergersandacquisitionsglobally. That’strillionwithaT,andthisfigureeclipsed

thepreviousrecordestablishedin2007. Anumberofmajordealscontinuetobeinthe

works,andwhileitisunclearhowtheincomingadministrationwillimpacttheseactivities;

thereiseveryreasontobelievethatindustryconsolidationwilllikelycontinue.

Thereare,ofcourse,anumberofreasonswhyM&Asarepursued. Therearepromisesof

synergies,moreefficientoperations,new markets,betterconsumerpractices,improved

productinnovation,strongerstrategicfit,andgreatershareholderreturns. Butwhatlooks

goodonafinancialstatementmaynottranslatetoactualbenefits. Infact,accordingto

McKinsey,70%ofmergersfailtoachievetheirfinancialobjectives;andsofortheactivityin

2015,$3.5trilliondidnotachieveitsexpectedreturn. Andinterestingly,thegreatestbenefit

inM&Asoftengoestothe seller,notthebuyer. Thisphenomenonisknownas “the winner’s

curse.”

Thereasonsforthislessthanstellarrecordarecomplex. Itcancertainlyvarybywhich

strategyofbrand integration is embraced: assimilation,federation,confederation or

metamorphosis(BouchikhiandKimberly,2012). Themostcommonlyattributedreasons

forunderperformance are thatmostcompanies routinely overestimate the value of

synergiesandunderestimatetheimpactofone-timecosts. Thesetechnicalfactorscan

restrictthenewdealrightfrom thebeginning,butthereareotherconsiderations. Thecosts

ofdisruptioncanalsobesignificantforbothcustomersandemployeesasillustratedbythe

followingdatapoints:

 The average newlycreated companywillsee 2 to 5% oftheircombined customers

disappear(McKinsey,2004).

 Thereisa20% riseinactivelydisengagedemployeesafteramerger/acquisition(Forbes,

2017)
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 Itcantakethreeyearstoreturntopre-mergerengagementlevels(Forbes,2017).

 Itisreasonabletoexpectthatatleast20%ofexecutiveswillleaveduringthepost-merger

period.

 Pritchettindicatesthata15% declineinproductivityshouldbeexpectedfrom middle

managementduringtheimplementationperiod.

Thesetalentandculturalimpactshavesignificantrippleeffects,butmanycompaniesdo

notgetseriousaboutthehumansideofbringingorganizationstogether. Thelandscapeis

litteredwithexamplesoffailedeffortstocreatesynergiesandintegratecultures: AOL-Time

WarnerandCompaq-HPtonamejusttwo. Itisassumedtobemoreaboutthebalance

sheetthanthehardworkofculturalduediligence,communicationandintegratingtwo

distinctorganizations. Butaccording to Deloitte,atleast30% ofthe reason forthe

underperformanceofmergersandacquisitionsispreciselyforthese“soft”reasons.

CalculatingtheimpactofpoorlyleveragedHRpracticesonmergersandacquisitions

1)70%ofM&Asfailtoachievetheirfinancialobjectives(aKPMGstudyputstheestimateat

83%)and

2)30%ofthereasonsthatM&Asfailisbecauseof“humanfactors.” 

Giventhe$5trillionM&Aactivityfrom 2015,humanfactorsaccountforabout$1trillionin

lostopportunity.

HRleversin2015M&As,therefore,representa13-figureupside(i.e.,$1trillionhasalotof

zeros). Thisamountisworthyofourconsideration;justtoputitincontext,atrilliondollars

couldbuy:

 Appleandhave$250billionleftover.

 Collegeeducationfor8.3millionpeople.

 769Yankeestadiums.

 CovertheentirestateofDelawarewith$100bills.
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Fanciful: certainly,butlet’snotforgetthatanunrealizedinvestment(from poorM&A

humanfactorintegration)isquiterealtothepeopleaffected.  “Thesoftstuff,again,turns

outtobethehardstuff.”

Achievingtherightbalance

Therearenosimpleanswers,oroneeasyformula,toachievinggreatersuccessinmergers

and acquisitions. So manyeconomic,political,legal,personaland contextualfactors

pertain,butitistruethatifthehuman-sideisignoredorunderserved,thensuccessis

virtuallyimpossibletoachieve. ItisimportanttoseeM&Asasaprocess,notanevent.

Peoplefactorsneedtobeaddressedthroughoutallstages,including;

1) Pre-dealanalysis

2) Duediligence

3) Integrationplanning

4) Eventualimplementationafterthedealisconsummated.

HRmustbeafearlessandcontinuousadvocatetoprotectandoptimizetheinvestment

potentialofthenewlyformedorganization.
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Threestagemodelof M&A

1.Strategy

Underthisphase,M&AAdvisorsassessthechangespertainingtotheacquirer’sindustry

andidentifygrowthopportunitiesandtargetsinlinewiththefirm’scorporatestrategy.

Thisencompassescreating aportfolio strategyand an operating modelassessment,

corporatefinancingorinvestmentbankingandstrategicalternatives.

Besides,thisstagealsocoverstargetscreening,dealstructuring,readinessreview,synergy

analysisandmodeling.

2.Execution

During the execution phase,M&A expertadvisors in commercial,financial,HR,IT,

operationalandtaxaspectsprovideinsightintothetransitionandfinancingoptions.The

executionphasecombinesexperienceandknowledgetobringclosuretothecomplex

process.

Thisstagecovers,planstructuring,financialadvisory,negotiationsupport,duediligence,

preliminarypriceallocation,taxstructuringandmore.
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3.Integration

Inthefinalphase,integrationorseparationwillpresenttheacquirerwithasetofchallenges

including costs,timelinesand businessdisruptions,among others.Thisphasespans

integration orseparation planning support,developing the salespurchase agreement,

financialagreementadvisory,finalizingvaluationandpurchaseprice,completionstatement

advisory.

Post-dealclosure,M&AadvisorsorganizeDay1ReadinessTransitionServiceAgreement,

synergysupport,humancapitalintegration,taxintegrationandrestructuring. Technology

M&A Advisors assure ofa hassle-free process allthroughoutthe integration phase

includingend-stateplanning.
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HRDimensiontoKnowledgeManagement
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UNIT:5

GlobalhumanresourceManagement:
Selection, Development

Duetoincreased globalization andeasymobilityandcommunicationsbetweencountries,

companiesoperateatinternationallevel.Majortaskfororganizationswhichoperateacross

internationalboundariesistomanagethedissimilarstressesofthedriveforintegration

anddifferentiation.Inbroadersense,Internationalhumanresourcemanagementprocess

hassameactivitiesasinDomesticHRM suchasplanningandstaffinghoweverdomestic

HRM isoperatedinonenationAndIHRM activitiesareinvolvedindifferentcountries.

InternationalHuman ResourceManagementisabranch ofmanagementstudiesthat

examinesthedesignandeffectsoforganizationalhumanresourcepracticesincross-

culturalcontexts.Itoccupiesanexcitingpositionintheintersticesofinternationalbusiness,

human resource managementand organizationalbehaviour,scholarships.Theoretical

studiedexplainedthatInternationalHRM istheinterplaybetweenthreedimensions:HR

activities,thetypesofpeoplebeingemployedintheorganisationandthedifferentcountries

thatanorganisationisoperatingin(Dowling,1999).Complexitiescausedbytheselasttwo

variables,are whatdifferentiates internationalHRM from domestic HRM,as the HR

activitiesthemselvesarerelativelysimilar.

ConceptofInternationalHumanResourceManagement

Broadlydefined,Internationalhumanresourcemanagementisthestudyandapplicationof

allhumanresourcemanagementactivitiesastheyimpacttheprocessofmanaginghuman

resourcesinenterprisesintheglobalenvironment.IHRM canbeexplainedas“Thesetof

distinctactivities,functionsandprocessesthataredirectedatattracting,developingand

maintaininganMNC’shumanresources.ItistheaggregateofthevariousHRM systems

usedtomanagepeopleintheMNC,bothathomeandoverseas”(Taylor,Beechleretal.
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1996).Aninternationalorganizationorfirm isoneinwhichoperationstakeplacein

subsidiariesoverseas,whichrelyonthebusinessexpertiseormanufacturingcapacityof

the parentcompany.Such companies ororganizations bring with them theirown

managementattitudesandbusinessstyles.

Humanresourcemanagersofsuchorganizationscannotaffordtoignoretheinternational

influencesontheirwork.Internationalhumanresourcemanagementplaysignificantrolein

providingsolutiontoglobalbusinessissues.TheoristsexplainedthatInternationalHR

managementdenotestoanextensionofHRthatrelatestohavingpeopleworkingabroad.

Thesecanbeeitherexpatriatestaff,thosewhoarerecruitedfrom orworkwithintheirown

homecountries(locallyrecruitedstaff),oreventhirdcountrynationals(individualsfrom

neitherthe‘parent’nor‘home’country,butratherathirdcountry.Thekindsoforganizations

inwhichthisisthecasecanrangefrom thosewithasmallofficeorsubsidiarybased

abroad,tomajormultinationalcorporations,internationalpublic-sectororganizations,or

internationalNGOs(charities)withsitesallovertheworld.Itcanalsoencompassan

organizationworkinginajointpartnershipwithanotherorganizationoverseas.Alternatively

itcouldbeahomebasedorganizationwithoverseasofficesoracompanywithselected

departmentswhichareoffshore.ThedifferencesbetweenIHRM andHRM isthatIHRM is

beingunpredictableandinfluencedmorebyexternalfactors,requiringmorefunctions,

having continuouslychanging perspectives,requiring more intervention in employees’

personallives,andbeingmorerisky.

MajorfunctionsofInternationalHumanResourceManagement

InInternationalhumanresourcemanagement,therearefivefunctionalareasthatinclude

recruitmentandselection,developmentandtraining,performanceevaluation,remuneration

andlaborrelations.InthefirstfunctionofIHRM,Recruitmentandselection,company

employsnewqualifiedcandidatesforinternationaloperations.Selectionrequireschoosing

from thispoolthecandidatewhosequalificationsmostcloselymatchthejobrequirements.

Staffingisacomplexfunctionofinternationalhumanresourcemanagement.Inanglobal

firms,themanagingandstaffingapproachstronglyaffectsthetypeofemployeethe
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companyprefers.Inacompanywithanethnocentricapproach,parentcountrynationals

usuallystaffimportantpositionsatheadquartersandsubsidiaries.Inrecruitmentand

selectionmethods,firmsconsiderbothheadquarters’practicesandthosewidespreadin

thecountriesofitssubsidiaries.Localculturealsohavegreatimpactonrecruitmentand

selectionpractices,andinsomecountries,locallawsrequireaspecificapproach.In

choosingthesuitablecandidate,itisneededtomakebalancebetweeninternalcorporate

consistencyandsensitivitytolocallaborpractices.

AnothersignificantfunctionofIHRM isDevelopmentandtrainingwhichisaimedtooffer

sufficienttrainingtopersonnelinacompanyandenablethem tofulfiltheirgoals,aswellas

show betterperformanceandgrowthwiththeirwork.Atgloballevel,humanresource

developmentexpertsmusthaveresponsibilityfortraininganddevelopmentofemployees

locatedinsubsidiariesaroundtheworld,specializedtrainingtoprepareexpatriatesfor

assignmentsabroad,andlastlydevelopmentofaspecialgroupofworldwideminded

managers.Internationalhumanresourcedevelopmentprogramsmaybedoneintwoways

suchascentralizedanddecentralized.Inacentralizedapproach,trainingoriginatesatthe

headquartersandcorporatetrainerstraveltosubsidiaries,oftenadaptingtolocalsituations.

Thisfitstheethnocentricmodel.Ageocentricapproachisalsocentralized,andtrainers

couldbesentfrom variouspositionsineithertheheadquartersorsubsidiariestoanyother

locationinthecompany.Inadecentralizedapproach,trainingisgivenlocally,followinga

polycentricmodel.Whentrainingisdecentralized,theculturalbackgroundsofthetrainers

andtraineesareusuallysimilar.Localpeopledeveloptrainingmaterialsandtechniquesfor

useintheirownarea.Itisimportantthattrainermustbequalified.

Performance evaluation is the effective function of internationalhuman resource

management.In companies,the performance evaluation is regularly performed for

administrationordevelopmentintentions.Usually,administrationconductevaluationwhen

thereisdoubtofperformanceofcandidateandthereisaneedofperformanceevaluation

onworkconditionsofemployees,promotions,rewardsand/orlayoffs.Inmultinational

companies,performanceappraisalsareusuallydoneannuallyanduseastandardized

evaluationform.PerformanceevaluationiscomplextaskforInternationalHRmanagers
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becausetheorganizationmustevaluateemployeesfrom differentcountriesworkingin

differentsubsidiaries.Performanceevaluationdependsontheorganization’soverallhuman

resourcemanagementstrategy.

Remuneration and benefits is otherfunctionalapproach ofIHRM.Remuneration of

employeesplaysanimportantroleinhiringnew employeesbecausepayisthemajor

sourceofpeopletoliveintheworld.Todevelopaninternationalsystem ofcompensation

and benefits,firms have two primary concerns.The firstis comparability.A good

compensationsystem dispersessalariestoemployeesthatareinternallyequivalentand

competitivewithinthemarketplace.Theinternationalorganizationmustalsoconsiderthe

salariesofpeoplewhomaytransferfrom otherlocations.Thesecondmajorconcernis

cost.Organizationsstruggletoreduceallexpenses,andpayrollisoneofthelargest.

Lastly,thelaborrelationsfunctionofIHRM whichdescribestheroleofmanagementand

workersintheworkplace.Inmanycountries,thegovernmentregulateslaborrelations

practices.

Laurent(1986)recommendsthatinternationalapproachtohumanresourcemanagement

wouldrequirenumeroussteps,Firstly,anexplicitrecognitionbytheparentorganizationthat

itsownpeculiarwaysofmanaginghumanresourcesreflectsomeoftheassumptionsand

valuesofitshomeculture.Secondly,anclearrecognitionbytheparentorganizationthatits

peculiarwaysareneitheruniversallybetternorworsethanothers,butaredifferentand

likelytoexhibitstrengthsandweaknesses,particularlyabroad.Nextstepisunambiguous

recognitionbytheparentorganizationthatitsforeignsubsidiariesmayhaveotherpreferred

waysofmanagingpeoplethatareneitherintrinsicallybetternorworse,butcouldpossibly

be more effective locally.Nextstep is preparedness from headquarters notonlyto

acknowledgeculturaldifferences,butalsototakeactioninordertomakethem discussable

andthereforeuseable.Laststepisdevelopinggenuinebeliefbyallpartiesthatmore

creativeandeffectivewaysofmanagingpeoplecouldbedevelopedasaresultofcross-

culturallearning.
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SomepeopleconsiderinternationalHRM issimilartoexpatriatemanagement.ButIHRM

hasmoreimportanceanditincludesmoreactivitiesascomparedtojustthemanagement

ofexpatriates.Itinvolvestheinternationalmanagementofpeople.AlthoughInternational

HR managersassumethesameactivitiesastheirdomestically-basedcolleagues,the

scopeandintricacyofthesetaskswilldependontheextentofinternationalisationofthe

organisation.Movinginglobaleconomy,organisationshavetoamendtheirtraditionalways

ofmanagingpeople.Thehumanfactorisprogressivelymoreacknowledgedascriticalto

organizationalsuccess.Theorists,Bohlanderand Snellcommented that“In the past,

observersfearedthatmachinesmightonedayeliminatetheneedforpeopleatwork”.

Actually,justtheoppositehasbeenoccurring.Peoplearemoreimportantthanearliertime.

Infast-growingeconomies,itiseasytoaccessmoneyandtechnologythangoodpeople.

Competitiveadvantagebelongstocompaniesthatknowhowtoattract,select,deploy,and

developtalent.Inmultinationalcompanies,majorobjectiveofHRM functionistomake

certainthatthemosteffectiveuseismadeofitshumanresources.Toaccomplishthis,HR

professionalsundertakearangeofactivitiesaroundsourcing,development,rewardand

performancemanagement,HRplanning,employeeinvolvementandcommunications.Ifthe

organisation has a strategic HR function,these activities willsupportand inform

organisationalstrategy.HR professionals are also used extensivelyin organisational

changeanddevelopmentinitiatives.Forinternationalorganisations,theseHR activities

needtobeco-ordinatedacrossboththehomecountryanddifferentnationalsubsidiaries

andtotakeintoaccounttheneedsofbothparentcountrynationals(PCNs),hostcountry

nationals(HCNs)andthirdcountrynationals(TCNs).

ModelofIHRM

TheroleoftheIHRmanagerwilldifferanditdependsontheinternationalorientationofthe

organisation.It is criticalthat managers must be able to interpret international

organisationalstrategyanddevelopIHRpoliciesandpracticeswhichsupportthatfocus.As

astrategicpartner,theIHRmanagershouldequallyadviseseniormanagementofany

mismatchbetweenstatedorganisationinternationalisationgoalsandactualIHRpractice.
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Inordertoenhancethecompetitiveadvantageoffirm,theIHRprofessionalsmustfocuson

theirinternationalcompetenciesandlearnaboutthebasicsofglobalbusiness.

InternationalHumanResourceManagement

StrategiesofInternationalHumanResourceManagement

To respond majorchallenges in business,InternationalHR executives are forced to

formulatestrategiesandpracticesthatwillmaketheirorganizationssuccessful.Atthe

macrolevel,strategicglobalHRM isusedtoensurethattheorganizationoverarching

values,objectivesandgoalsaresupportedbytheHRpolicies,proceduresandpractices

(Brewster&Suutari,2015).Atthemesolevel,HRexecutivesaremainlyconcernedtodeal

withissuesrelatingtounionsinthehostcountry.Atthemicrolevel,HRexecutivesare

attempting to fostera globalmindsetamong the workforce through developing HR

competenciesandbusiness-related.

WhileimplementinganIHRstrategy,managementteam mustascertainthecurrentand

intendednatureofinternationaloperationsintheorganisation(multi-domestic,international,

globalortransnational.MangersshoulddeterminetheextenttowhichHRpoliciesand

practicesshouldbestandardisedorlocalisedinaccordancewithoverallorganisational

strategy.Theymustassesstheextenttowhichlocalcultural,social,political,economicand

legalfactorswillimpingeonanyattemptstoapplystandardHRpoliciesifintegrationisa

keyfactorinorganisationalstrategyandensureacomputeriseddatabaseofglobalhuman

resources is used ifintegration is desired.In formulation ofIHRM strategy,itis

recommendedtoworkwiththeseniormanagementteam toidentifythecompetencies

requiredtoachieveglobalorganisationalobjectivesandalsoworkwithnationalHRandline

managerstoformulateIHRpoliciesandpracticesinthekeyareasofsourcing,development

andrewardwhichwillembedatransnationalmindsetintheorganisation.

Majorissues/challengesofinternationalHumanResourceManagement

Acrucialchallengeforallinternationalorganisationsistheneedtoachievetargetinrelation
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to the competing demands of globalintegration and co-ordination versus local

responsiveness,the“globalversuslocal”debate.MainchallengesinIHRM includehigh

failureratesofexpatriationandrepatriation,Deployment,gettingtherightmixofskillsin

the organization regardless of geographical location, Knowledge and innovation

disseminationandmanagingcriticalknowledgeandspeedofinformationflow,Talent

identificationanddevelopmentandidentifycapablepeoplewhoareabletofunction

effectively,BarrierstowomeninIHRM,Internationalethics,language(e.gspoken,written,

body).OtherchallengesareDifferentlaborlaws,Differentpoliticalclimate,anddifferent

stageoftechnologicaladvancement,differentvaluesandattitudese.g.time,achievement

risktaking,Rolesofreligione.g.sacredobjects,prayer,taboos,holidays,etc,Educational

levelattained,Socialorganizationse.g.socialinstitutions,authoritystructures,interest

groups,statussystems.

MajorissuesforIHRM includethevarietyofinternationalorganizationalmodelsthatexist,

theextenttowhichHRM policyandpracticeshouldvaryindifferentcountries,theproblem

ofmanagingpeopleindifferentculturesandenvironments,theapproachesusedtoselect,

deploy,developandrewardexpatriateswhocouldbenationalsoftheparentcompanyor

‘third-countrynationals’(TCNs),nationalsofcountriesotherthantheparentcompanywho

workabroadinsubsidiariesofthatorganization.Culturalandenvironmentaldiversityis

main problems in internationalHRM.Haleystated thatin culture where people are

emphasized,itisthequalityofinternationalrelationshipswhichisimportant.Incultures

whereideologiesareemphasized,sharingcommonbeliefsismoreimportantthangroup

membership.Hofstede(1980)emphasizesthatthereareanumberofculturaldimensions

thataffectinternationaloperations.SparrowandHiltrop(1997)recognizevariousHRareas

thatmaybeaffectedbynationalculturesuchasdecisionsonwhatmakesaneffective

manager,givingface-to-facefeedback,readinesstoacceptinternationalassignments,pay

systemsanddifferentconceptsofsocialjustice,approachestoorganizationalstructuring

andstrategicdynamics.

Theseculturaldifferencesmentionedgavethesaying‘thinkgloballyandactlocally’.This

meansthatan internationalbalancing actisessential,which leadsto the important
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assumptiongivenbyBartlettandGhoshal(1991)thatdenotes‘Balancingtheneedsofco-

ordination,controlandautonomyandmaintainingtheappropriatebalancearecriticaltothe

successofthemultinationalcompany.’

Ulrich(1998)proposedthattoaccomplishthisbalancingact,therearesixcapabilitiesthat

enablefirmstointegrateandconcentrateinternationalactivitiesandalsoseparateand

adoptlocalactivitiesthatincludebeingabletodeterminecoreactivitiesandnon-core

activities,achievingconsistencywhileallowingflexibility,buildingglobalbrandequitywhile

honouring localcustoms,obtaining leverage (biggeris better)while achieving focus

(smallerisbetter,sharinglearningandcreatingnew knowledgeandengenderingaglobal

perspectivewhileensuringlocalaccountability.

Otherproblemsaremanaginginternationalassignments,employeeandfamilyadjustment,

selecting the rightperson forinternationaltask,culture and communication barrier.

Challenges ofIHRM are clarifying taxation issues,coordinating foreign currencies,

exchangerates,compensationplans,workingdirectlywiththefamiliesofemployees,more

involvementinemployeespersonallife,facilityetc,DifferentHR systemsfordifferent

geographiclocations,Morecomplexexternalconstituencies,foreignGovernments,political

andreligiousgroups,heightenedexposuretoriskssuchashealth,terrorism,legalissues,

humanandfinancialconsequencesofmistakes.

Laurent(1986)statedthat“inordertobuild,maintainanddevelopthecorporateidentity,

multinationalorganizationsneedtostriveforconsistencyintheirwaysofmanagingpeople

onaworldwidebasis.Yet,andinordertobeeffectivelocally,theyalsoneedtoadaptthose

waystothespecificculturalrequirementsofdifferentsocieties.Whiletheglobalnatureof

businessmaycallforincreasedconsistency,thevarietyofculturalenvironmentsmaybe

callingfordifferentiation.”

From abusinessperspective,forcesforglobalintegrationincludeoperationalrequirements,

strategic co-ordination and multinationalcustomers.In contrast,forces for local

responsiveness include highly diverse consumer requirements,tailored distribution
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channels and broadersocialand politicalconstraints to marketentry.From an HR

perspective,therearemanyfactorsconstrainingtheuseofstandardisedHR practices

includingdifferingnationalbusinesssystems,labourlaws,nationalHRpractice,education

systemsandnationalculturalnorms.Organisationsstillwanttoimplementstandardised

HRsystemsinternationally.Theiroptiondependsontheirstageofinternationalisationand

internationalmindset.MajorbarrierstoeffectiveglobalHRM arevariations,perception,of

HR,Attitudeand actionsofheadquarterstowards,HR,resistanceto change,cultural

differencesinlearningandteachingstyles.

Tosummarize,Internationalhumanresourcemanagementhasimportantroleinacompany

tosurviveinglobalbusiness.InternationalHRM scrutinizesthewayinwhichinternational

organisationsmanagetheirhumanresourcesacrossthesedifferentnationalcontextsItis

a Procuring,Allocating,and Effectively utilizing human resources in a multinational

corporation,whilebalancingtheintegrationanddifferentiationofHRactivitiesinforeign

locations. HR managers have to sort out problems with globalisation and

internationalisationduetodissimilarcultures,differentpoliciesorprocedures,language

andlegislation.TheInternationalHRM assistsinorganizationalremodelasitplaysaroleof

innovator.Internationalhumanresourcemanagementprofessionalshavenotonlybegunto

frametheirresearchintermsoforganizationtheories,theyarealsoincreasinglyusingthe

internationalcontexttoextendexistingtheories.

DifferencebetweenglobalHRM VsDomestic HRM

1.Increasedfunctionalactivities

Inordertomanagehumanresourcesacrosscountries,thefunctionalactivitiesofhuman

resourcedepartmentsincreasemulti-¬fold.Theseactivitiesincludemanagingexpatriation,

cross-countryrelocation,internationaltaxation,trans-nationallabourlegislation,etc.

2.Functionalheterogeneity

Since an MNE operates in diverse business environments with wide variations in
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governmentpolicies,culture,andregulatoryenvironments,ithastocarryoutavarietyof

HRM functions,suchasrecruitmentand selection,performanceevaluation,managing

compensation,andtraininganddevelopment,withconsiderableheterogeneity.

Satisfyingvariousstakeholders,suchastheemployers,businesspartners,andthehost

countrygovernmentswitheffectivehumanresourcemanagementincross-countrysettings

isindeedachallengingtask.

3.Increasedinvolvementinemployees’personallives

Managingexpatriatesinvolvesrelocatingtheirentirefamiliesacrosscountries:thisisan

importantfactorinensuringemployees’satisfactionassatisfiedemployeesarecrucialto

effectiveoutput.

Relocatingincludespreparingnotonlytheemployeesbuttheirentirefamilies,including

spouseand children,to develop an understanding and appreciation forcross-cultural

environmentandequipthem forpotentialculturalshock.

Further,issuessuchaseducationofchildren,meaningfulengagement/employmentforthe

spouse,accommodation,andtransportbecomehighlysignificantforemployees,notonlyin

thecapacitytoinfluencethedecisiontotakeupanoverseasassignmentbutalsoin

determiningtheemployees’levelofsatisfactionandjobperformance.

4.Enhancedrisks

Sincehumanresourceactivitiesinvolverelocationofemployeesandtheirfamiliesacrossa

country,whichrequiressubstantiallyhighercostsintermsoftheirtravel,training,and

relocation expenses,theconsequencesofunder-performanceofexpatriatesortheir

prematurereturnfrom internationalassignmentsismuchhighercomparedtodomestic

assignment.

Therefore,an MNE has to develop and implementits internationalHRM strategies
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effectivelysoastominimizesuchrisks.Besides,therisksofemployees’andtheirfamilies’

safetyintermsofhealthandlifeincreasesmulti-foldintrans-nationalassignmentsdueto

changesinclimaticconditions,epidemic,war,terrorism,andincidenceofriotsandrobbery.
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5.Increasedinfluenceofexternalenvironment

Like allotheractivities in internationalbusiness,managing human resources is also

influenced byexternalenvironment.Thediversityofcultural,regulatory,financial,and

politicalenvironmentsrequiresconsiderableadaptationsinafirm’sHRM strategy.

Internationalmanagers have to take into accountthe culturaldifferences in values,

expectations,behaviours,negotiation,andcommunicationstylesofinternationalworkforce

whiledesigningorganizationsandrecruiting,selecting,training,motivating,compensating,

evaluating,andcontrollingofemployees.

StrategicHRIssuesinGlobal Assignments

Operatinghumanresourcesacrossgeographicandculturalboundariescanoftenprove

difficultforsmall-businessownersandmanagers.Nonetheless,withthewidespreaduseof

technology,theabilitytocommunicatewithanyonearoundtheworldandaccesstonew

andvariedmarkets,internationalHRissuesareimportanttograsp.

ComplianceandInternationalHRM Issues

Asbusinessesbegintoexpandintotheglobalmarketplaceorastheyhireemployeesfrom

diversegeographicandculturalbackgrounds,theymayhavetoadapttonewlaborlawsand

taxliabilities.DoingbusinessinEurope,forexample,willrequirethebusinesstopayvalue

addedtax.Hiringemployeeswhoarenon-naturalizedUScitizensmightrequireHRtoapply

forworkvisasandreporteconomicdatatothefederalgovernment.Compliancewith

internationallaw canbeanissuefortheunder-educatedbusinessownerorHRmanager,

becausetheselawstendtobecomplexandsometimesdifficulttoimplement.Keepingwell

-informedofthelegalrequirementsforthebusiness’soperationscanhelpalleviatesomeof

thiscomplexityandlessenthechancesoflandinginlegaltrouble.

ScopeofHumanResourceManagement
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Withanincreasingnumberofbusinesesoperatingonaninternationalscale,theimpactof

globalizationonhrcanbetrickytonavigate.Globalizationmeansvariouslaws,culturesand

normshavetobetakenintoconsiderationwhenonboardingandcraftingHRregulations.

Somecountriesaremoreforwardthinkingwheregenderisconcernedthanothers,andthis

distinctioncanleadtomisunderstandingsorworse,thelossofkeypersonnel.Itreally

wouldnotbethathardtohaveamalemanagerhandletheday-to-dayoperationsinanarea

wherefemalemanagersarefrownedupon,justincase.Understandingthemechanism that

makeseachculturetickandimplementingaslittleorasmuchneededsocreatebalanceis

somethingtostrivefor.

CulturalDiversityandGlobalHRIssues

A salientissueininternationalHR isunderstandingandmaintainingculturaldiversity.

Workingwithpeoplefrom differentlocationsorfrom differentculturalbackgroundsmean

adapting the business’s work style to new ideas,new ways ofcommunicating and

unfamiliarsocialpractices.Ifyou hire an employee from England,forexample,the

employeemighthavedifferentideasabouthow tomanageemployeesoronhow torun

technologyprocessesbasedonherexperiencesbackhome.Beingopentonewworkstyles

andculturaldifferencesisthehallmarkofculturaldiversityinHR.

BenefitsandCompensation

BenefitsandcompensationarethebackboneofanyHRstrategy,butininternationalHR,

benefitsandcompensationareevenmoreimportantinfocusingonthework-lifebalanceof

employees.Theideabehindwork-lifebalanceistoprovideemployeeswithprogramsand

initiativesthatimproveboththeirpersonalandprofessionallives.Thisisconsideredpartof

internationalHR,because many multinationalcompanies have already implemented

programssuchasflexibleworkingtime,paternityleave,extendedholidaysandon-site

childcare.Infact,manynationsaroundtheworld,includingmuchofEurope,mandatethese

programsbylaw.Implementingthem onthelocalscaleisoneofthechallengesand,

ultimately,rewardsofinternationalHR.
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TrainingandDevelopment

RelatedtotheideaofbenefitsandcompensationininternationalHR aretrainingand

professionaldevelopmentprograms.Training programs typicallyencompass in-house

seminarsandmeetingsdesignedtogiveemployeeson-the-jobknowledgeofskillsthatare

importantto doing businessglobally.HR mightofferlanguageclasses,forexample.

Professionaldevelopmentencompasses the “extra”training thatHR provides to its

employees,suchasallowingthem toattendnetworkingeventsandconferences,global

training seminars and other specific competency-based programs. Professional

developmenthelps employees to hone theirskills in globalmarketing,international

businessdevelopmentandfinancetrends.

ExpatriationandRepatriation

Expatriation

Anexpatriateisanemployeewhohaslefthisnativelandandisworkingandtemporarily

residinginaforeigncountry.Anexpatriatecanalsobeacitizenwhohasrelinquished

citizenshipintheirhomecountrytobecomethecitizenofanothercountry.Theterm

originatesfrom theLatinwords,ex(outof)andpatria(fatherland).

Afirm’semployeeswhoaretransferredoutoftheirhomebaseintosomeotherareaofthe

firm’sinternationaloperationsarereferredtoasexpatriates.Thepracticeofglobalmobility

ofa company’s workforce helps in building competitive advantages.Allexpatriate

employeesareentitledtoreceiveanexpatriatepremium whileworkinginaforeigncountry.

Thisincludesmonetarybenefitsandnon-monetaryincentiveslikehousingandeducation.

Whentheinitiativeforexpatriationcomesfrom individualsratherthanemployers,itis

calledself-initiatedexpatriation(SIE).AnillustrationofthisisthefactthatsomeAsian

CompanieshaverecentlyhiredanumberofWesternmanagers.

Dubaiisacountrywherethepopulationiscomposedpredominantlyofexpatriatesfrom
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countrieslikeIndia,Pakistan,BangladeshandPhilippines,withonly20%ofthepopulation

madeupofcitizens.MostpopularexpatriatedestinationsareSpain,followedbyGermany

andBritain.

Repatriation

Beforeelaborationonthestagesintherepatriationprocess,itisusefultounderstandthat

oncompletionoftheoverseasassignment,theMNC bringstheexpatriatebacktothe

humancountry,althoughnotallforeignassignmentsendwithatransfertohome-ratherthe

expatriateisre-assignedtoanotherinternationalassignment.Someemployeesaremadeto

travelaroundtheglobefrequencyinwhichcasetheyform partoftheMNC’sinternational

cadreofmanagers.Evenwithsuchmanagers,repatriationisessential,particularlyat

retirement.

 

Preparationinvolvesdevelopingplansforthefutureandgatheringinformationaboutthe
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newposition.Thefirm mayprovideachecklistofitemstobeconsideredbeforethereturn

tothehome(e.g.closerofbankaccountsandsettlingbills)orathroughpreparationofthe

employeeandhisorherfamilyforthetransfertohome.

Physicalrelocationreferstosayinggoodbyetocolleaguesandfriends,andtravelingtothe

nextposting,usuallythehomecountry.Personalizedrelocationreducestheamountof

uncertainlystress,anddisruptionsexperiencedbytherepatriateandfamily.

Transition means setting into temporaryaccommodation,where necessary,making

arrangementforhousingandschooling,andcarryingoutotheradministrativetaskssuchas

renewingdrivinglicense,andopeningbankaccount.

Readjustinginvolvescopingwithreversecultureshockandcareerdemands.Ofallthe

steps in the repatriation process,re-adjusting is the mostdifficultone.The re-entry

adjustingisatoughtaskbecauseofmultiplefactors.Firstthereisanxietyexperienced

whenheorshereturnshome,the apprehensivebeingaccentuatedbytheuncertainlyabout

theplacement inthefirm,careerprospectsanda senseofisolation,feelingofdevaluing

theinternationalexperience,copingwithnew roledemandsandprobablelossofstatus 

andpay.

MNC respond to the repatriation problem in severalways.Manyfirms have formal

repatriationprograms.Somecompaniesassigntheexpatriatetoamentor,popularlycalled

asthegodfather.Thementorisusuallyinamoreseniorpositionthantheexpatriateand

knowshim orherpersonally.Thepurposebehindtheuseofamentoristoremovethe

senseofalienationthroughtheprovisionofinformation(e.g.workplacechanges)ona

regularlybasis,sothatexpatriateisbetterpreparedfortheconditionsheorsheislikelyto

faceuponre-entry.Thementorshouldalsoensurethatexpatriateisnotsidelinedwhen

importantdecisionsaremaderegardingpositionsandpromotions.

Challenging ofre-entry: Repatriation poses certain problems more intense than those

encountered atexpatriation.Infact,assigneeviewsexpatriation assortofreward for
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impressedperformancebutrepatriationisperceivedastheendofahoneymoononhisor

hercareer.Challengingofre-entryrelatetotheindividualassigneeaswellastheMNC

Individualperspective: Challengesfrom theassigneeperspectiveincludepersonaland

professional.From apersonalperspective,theassigneeexperiencereversecultureshock.

Thereturneeexpectsthatthecountrywouldremainthesamewhenheorshehadleft.But

afterrepatriationtheassigneefindsthatthingsarenotthesame.Political,economic,social

andculturalclimatehaschanged.Moreover,thereturneesthemselvesarenotsameold

individuals.Thestayabroadhasbroughtchangesintheirperception,attitudes,habitsand

practices.Thesechangeshavecreatedhighexpectationsaboutthehomecountry,butthe

hopesdonotmatchwithreality.Theyexhibitfussinessabouteverythingandthisseparates

expatriatesfrom homecountrycitizens.ItIsnotbeassigneealonefacingtheadjusting

problem.Even thespousehasthesameproblem.Children too find re-entrydifficult.

Comingbacktoschool,attemptingtoregainacceptanceintopeergroupsandbeingout-of-

touchwithcurrentslang,sports,andfashiondocauseproblems.

Loweredsocialstatus,deletedspendableincome,housingproblem,problem ofchildren’s

schooldifficultyofclubmembershipandthelikeaddtore-entrant’sproblems.

Professionaldisappointmentsaddtothereturnee’swoes.Thereparteefeelsthathisorher

skillsacquired whileonforeignservicearenomoreinuse.Therepatriateisoftheopinion

thatjobatthehomeislackinginorganizationisunfairlyignoringtheglobalcompetence

acquiredbythereturnee.Worst,organizationsmaynotguaranteejobstothereturnee.

Often,dueto poorcareerplanning,repatriatesareplacedinaholdingpattern-being

assignedjobsthatareavailable,withoutregardtotheindividual’sabilities,capabilitiesand

needs.Manyreturneescompaniesthat,uponreturnstheyareofferedalimitedmemberof

careerchoicesandarerarelyconsideredforpromotions-whichmakethem feelthatthey

haveremovedfrom themainstream ofcorporateadvancement.

Challengesfrom organizationPerspective:  Asistoowellknownmajorityofthereturnees

considerquittingtheorganization.Consideringtheinvestmentmadeontraining,position,
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maintainingtheassigneewhileonassignment,hisorherquittingwilladverselyeffectthe

MNC‘sbottom line.Oftenlossofthemultinationalbecomesgainforarival.Whenan

experienced assignee quits and joins a rivalorganization the lattertends to gain

competitiveadvantage.Inaddition,highwithdrawalsbyreturneesmayafterthecompany’s

abilitytohirebrightindividualsinfuture.

BuildingaMulticultural Organization

Amulticulturalorganizationisonethathasaworkforcewhichincludespeoplefrom diverse

backgroundsacrossalldepartments,andwhichoffersthem equalopportunityforinputand

advancementwithinthecompany.

A multiculturalorganizationalsopossessesanabsenceofdiscriminationorprejudice

towardspeopleofbasedontheirrace,religion,ethnicity,gender,age,sexualorientation,or

physicallimitation.Inamulticulturalorganization,skill,talent,andperformancearethe

criteriaformeritocraticadvancement.

A multiculturalorganizationrecognizesthatthecontributionsofitsemployeesinclude

perspectivesbasedonculture,gender,andotheruniquecharacteristics.

Fewcompaniesinourtimeswanttomaketheirproductsorservicesavailableonlytoone

narrow sliceofthepopulation.Amulticulturalworkforcehelpsthem createproductsthat

meettheneedsandexpectationsofabroaderpopulation.

An emphasis on diversity also may attracta bettertalentpool.In a survey by

Glassdoor.com,fully67% ofjob-seekerssaidthatadiverseworkforcewasanimportant

factorintheirdecisiontoacceptorrejectajoboffer.

Moreover,amulticulturalworkforceisseenasessentialforanybusinessconsideringgoing

global.“Asnationalpoliticsanddiscourseseem togrowmoreinward-lookinganddivisive

acrossAmericaandEurope,successfulbusinessesmustcontinuetothinkinclusivelyand

globally,”notesablogforHultInternationalBusinessSchool.“Embracingculturaldiversity
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intheworkplaceisanimportantfirststepforbusinessesthatwanttobecompetitiveonan

internationalscale.”

BuildingaMulticulturalOrganization

1.Makemulticulturalmanagementastrategicfocus.Valuethecontributionsofemployees

from allpartsofyourcompanyandfrom differentculturalbackgrounds.Toestablisha

welcomingandsupportiveworkenvironment,seniormanagementshouldsetthetoneby

makingitcleartomanagersandemployeesthatthecompanywillnottolerateinsensitive

commentsordiscriminationofanykind.

2.Use focus groups,surveys and one-on-one discussions to determine how effectively

employeesandmanagerscanfunctioninamulticulturalsetting.

3.Developstrategicandoperationalplanstocorrecttheidentifiedgaps.Forexample,ifthe

middle and top managementranks do nothave sufficientexperience in managing

multiculturalteams,considermakingchangestoyourin-houseleadershipdevelopment

programs.Globalcompaniesshouldnotbeimportingmanagersfrom theirheadquartersto

filloverseasmanagementpositions,exceptonatransitionalbasis.

4.Fosteran environmentofmulticulturalunderstanding.This includes respecting and

accommodatingtheculturaldifferencesinyourcompany.Forexample,adevelopment

team inIndiamayneedcertaindaysoffduringtheyearforreligiouscelebrations.Publish

tipsonyourinternalwebsitethatemployeescanuseasreferencesforplanningpurposes.

5.Createopportunitiesforculturallydiversegroupstoworktogether.Forexample,ifyouhave

onepartnershipwithamanufacturingcompanyinMexicoandanotherwithaproduct

designfacilityinEurope,bringkeyemployeesfrom thesecompaniestogetherinprocess

improvementteamsornewproductdevelopmentgroups.

6.Implementculturaldiversity training programs.In addition to discussing myths and

stereotypesthatcanpreventmulticulturalgroupsfrom workingtogethereffectively,the

training programs should increase your employees’ability to understand cultural

differencesandcommunicateeffectivelyacrossthesedifferences.
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7.Trainyouremployeestolookfornonverbalcommunicationsignalswhenworkingina

multiculturalenvironment.Forexample,silencecouldindicateagreementinsomecultures

anddisagreementordisapprovalinothers.Self-promotionmaybeacceptableandeven

expectedinNorthAmerica,butnotnecessarilyincertainpartsofAsia.Youmayhavetoset

aside funds for translation facilities,especially when negotiating agreements or

collaboratingondevelopmentprojects.

8.Recognizedifferencesindecision-makingprocesses.Forexample,thechiefexecutive

officerofafamily-heldcompanyinIndiamaysignapartnershipagreement,buttheactual

approvalmightinvolveseveralfamilymembers.Whenitcomestonegotiations,executives

from someculturesmaypreferworkingonthespecifics,whileothersmayprefertoworkon

abroadframeworkandfillinthedetailslater.

MultinationalCorporations

MultinationalCorporationsorMultinationalCompanies arecorporateorganizationsthat

operateinmorethanonecountryotherthanhomecountry.MultinationalCompanies

(MNCs)havetheircentralheadofficeinthehomecountryandsecondaryoffices,facilities,

factories,industries,andothersuchassetsinothercountries.

Thesecompaniesoperateworldwideandhencealsoknownasglobalenterprises.The

activitiesarecontrolledandoperatedbytheparentcompanyworldwide.Productsand

servicesofMNCsaresoldaroundvariouscountrieswhichrequireglobalmanagement.

FeaturesofaMultinationalCompany

1.HighTurnoverandManyAssets

MNCsoperateonaglobalscale.Whichmeanstheyhavehugeassetsinalmostall

countriesinwhichtheyoperate.Theirturnoverscanalsobeincomprehensiblylarge.

2.Control
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MNCshaveunityofcontrol.Sowhiletheyhavemanybranchesinmanycountries,themain

controlwillremainwiththeheadofficeinitscountryoforigin.Thebusinessoperationsin

thehostcountryhavetheirownmanagementandoffices,buttheultimatecontrolwillstill

remainattheheadoffice.

3.TechnologicalAdvantages

Aswesaw earlier,anMNChasatitsdisposalhugeamountsofwealthandinvestments.

Thisallowsthem tousethebesttechnologyavailabletoboosttheirproductsandtheir

company.Mostcompaniesalso investhugemoneyintheirResearch& Development

Departmenttoinventanddiscovernewtechnologicalmarvels.

4.ManagementbyProfessionals

AnMNCisrunbyverycompetentandcapableindividuals.Theyhavesuitablemanagersto

takecareoftheirbusinessoperations,technology,finances,expansionetc.Andtheyare

alsoabletoattractthetoptalenttotheircorporationsduetotheirresourcesandtheir

reputations.

5.AggressiveMarketing

MNCscanspendalotoftheirmoneyonmarketing,advertising,andpromotionalactivities.

They targetan internationalaudience,so effective marketing becomes necessary.

Aggressivemarketingallowsthem tocapturethemarketandselltheirproductsglobally.

MeritsofaMultinationalCompaniesinaHostCountry

 OneofthemainadvantagestothehostcountryisthatMNCsboosttheireconomicgrowth.

Theybringwiththem hugeinvestmentsandcapital.Andthenthrough subsidiaries, joint

ventures,branches,factoriestheypromoterapidindustrialgrowth.Infact,MNCsareknown

asthemessengersofprogress.

 Amultinationalcorporationhelpsthetechnologicalgrowthofthecountryaswell.They
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bring new innovationsand technologicaladvancementsto the hostcountry.Theyhelp

modernizetheindustryindevelopingcountries.

 MNCsalsoreducethehostcountriesdependenceonimports.Importsreducewhileexports

from thecountryseearise.

 AllMNCshaveenormous capitalandresourcesattheirdisposal.Agoodportionofsuch

resourcesisinvestedinR&D.Thiscanbeverybeneficialtothehostcountrieswherethey

setuptheirR&Dfacilities.

 Multinationalcorporationsalsopromotemaximum utilizationofthecountry’sresources.

This,inturn,leadstoeconomicdevelopment.

MeritsofMultinationalCompaniesintheHomeCountry

 MNCsmaketheirhomecountries(countryoforigin)veryrichbytheirrevenues.The

corporationwillcollectfees,royalties,profits,chargesfrom alltheirhostcountriesand

bring them backto thehomecountry.Thishugeinflow offoreign exchangeisvery

beneficialtothehomecountry.

 MNCsprovideameansofco-operationbetweendevelopedcountriesanddevelopingor

underdevelopedcountries.Thisallowsbothtobenefitfrom the partnership.

 Andthesemultinationalcorporationsalsohelppromotebilateraltraderelationsbetween

countries.Thisisbeneficialtoboththecountriesandtheglobalmarketandeconomy.

StrategicChoice

Strategicchoiceisasystemictheoryofstrategy.Thistheoryisbuiltonanotionof

interactioninwhichorganizationsadapttotheirenvironmentinaself-regulating,negative-

feedback(cybernetic)mannersoastoachievetheirgoals.Thedynamics,orpatternof

movementovertime,arethoseofmovementtostatesofstableequilibrium.Predictionis

notseenasproblematic.Theanalysisisprimarilyatthemacroleveloftheorganizationin

whichcauseandeffectarerelatedtoeachotherinalinearmanner.Micro-diversityreceives

littleattentionandinteractionisassumedtobeuniform andharmonious.
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ImportanceofStrategicChoices

Whetherabusinesssucceedsorfailsdependsinlargemeasureonthestrategicchoices

madebytheowner.Spendinglargeamountsoftimeandmoneyintroducingaproductthat

turnsouttohaveaverylimitedmarketisanexampleofabadstrategicchoice.Anticipating

achangeinconsumertastesandintroducingaservicetotakeadvantageofthatchange

beforecompetitorsdoisanexampleofagoodstrategicchoice.Thedevelopmentof

businessstrategytakesintoaccountthatallcompaniesmustcopewithlimitedresources

tosomeextent.Themostsuccessfulcompaniescanallocatescarceresourcestothe

projectsthathavethegreatestpositiveimpactonrevenuegrowthorimprovementsin

productivityandefficiencythatcanincreaseprofitmargins.

StrategicChoiceProcess

(I)Focusing on strategic alternatives: Itinvolves identification ofallalternatives.The

strategistexamineswhattheorganizationwantstoachieve(desiredperformance)and

whatithasreallyachieved(actualperformance).Thegapbetweenthetwopositions
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constitutesthebackgroundforvariousalternativesanddiagnosis.Thisisgapanalysis.The

gapbetweenwhatisdesiredandwhatisachievedwidensasthetimepassesifnostrategy

isadopted

(II)Evaluatingstrategicalternatives: Thenextstepistoassesstheprosandconsofvarious

alternativesandtheirsuitability.Thetoolswhichmaybeusedareportfolioanalysis,GE

businessscreenandcorporateParenting.

(iii)Consideringdecisionfactors:

(a)Objectivefactors:-

 Environmentalfactor

 Volatilityofenvironment

 Inputsupplyfrom environment

 Powerfulstakeholders

 Organizationalfactors

 Organization’smission

 Strategicintent

 Businessdefinition

 Strengthsandweaknesses

(b)Subjectivefactors:-

 Strategiesadoptedinthepreviousperiod

 Personalpreferencesofdecision-makers

 Management’sattitudetowardrisk

 Pressurefrom stakeholder

 Pressurefrom corporateculture

 Needsanddesiresofkeymanagers
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LeadershipMeaningandTypesof Leaders

Leadership

“Leadershipisthequalityofbehaviorofindividualswherebytheyguidepeopleortheir

activitiesinorganizingefforts”—ChesterI.Barnard

“LeadershipistheabilityofasuperiortoinducesubordinatestoworkwithconfidenceandI

zeal”—Koontzand‘Donnell

“Leadership is the process by which an executive imaginatively directs,guides and

influencestheworkofothersinattainingspecifiedgoals.”—TheoHaimann

Leadershipmaybedefinedasapositionofpowerheldbyanindividualinagroup,which

provideshim withanopportunitytoexerciseinterpersonalinfluenceonthegroupmembers

formobilizinganddirectingtheireffortstowardscertaingoals.TheleaderisattheCentre

ofgroup’spowerstructure,keepsthegrouptogether,infuseslifeintoit,movesittowards

itsgoalsandmaintainsitsmomentum.

Forexample,aleaderofnationalorinternationalstandingcommandswidespreadinfluence

overalargenumberofpeoplewhiletheinfluenceoftheleaderofasmallworkgroupinan

organizationisverylimited.Bothareleadersintheirownrightandfulfillourdefinitionof

leadership.

Leadershipisaninfluentialprocess.Theleaderisinapositiontoshape,regulate,control

andchangetheattitudes,behaviourandperformanceofhisgroupmembers.Thelatterare

supposedtocomplywiththeformer’sdesiresanddirectivesandpartiallysuspendtheir

ownjudgmentanddiscretion.Thereexistsaparticularrelationshipbetweentheleaderand

hisgroupmemberswhichischaracterizedbyinterpersonalandsocialinteraction.
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NatureofLeadership

(i)Leadershipderivesfrom powerandissimilarto,yetdistinctfrom,management.Infact,

“leadership”and “management”are different.There can be leaders ofcompletely

unorganizedgroups,buttherecanbemanagersonlyoforganizedgroups.Thusitcanbe

saidthatamanagerisnecessarilyaleaderbutaleadermaynotbeamanager.

(ii)Leadershipisessentialformanaging.Theabilitytoleadeffectivelyisoneofthekeysto

beinganeffectivemanagerbecauseshe/hehastocombineresourcesandleadagroupto

achieveobjectives.

(iii)Leadershipandmotivationarecloselyinterconnected.Byunderstandingmotivation,one

can appreciatebetterwhatpeoplewantand whytheyactastheydo.A leadercan

encourageordampenworkersmotivationbycreatingafavorableorunfavorableworking

environmentintheorganization.

(iv)Theessenceofleadershipisfollowership.Inotherwords,itisthewillingnessofpeople

tofollowapersonthatmakesthatpersonaleader.Moreover,peopletendtofollowthose

whom theyseeasprovidingameansofachievingtheirdesires,needsandwants.

(v)Leadership involvesan unequaldistribution ofpowerbetween leadersand group

members.Groupmembersarenotpowerless;theycanshapegroupactivitiesinsomeways.

Still,theleaderwillusuallyhavemorepowerthanthegroupmembers.

(vi)Leaderscaninfluencethefollowers’behaviorinsomeways.Infact,leaderscan

influenceworkerseithertodoillorwellforthecompany.Theleadermustbeableto

empowerandmotivatethefollowerstothecause.

(vii)Theleadermustco-existwiththesubordinatesorfollowersandmusthavetheclear

ideaabouttheirdemandsandambitions.Thiscreatesloyaltyandtrustinsubordinatesfor

theirleader.
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(viii)Leadershipistobeconcernedaboutvalues.Followerslearnethicsandvaluesfrom

theirleaders.Leadersaretherealteachersofethics,andtheycanreinforceideas.Itisvery

importantforleaderstomakepositivestatementsofethicsiftheyarenothypocritical.

(ix)Leadingisaverydemandingjobforbothphysicallyandpsychologically.Theleader

musthavethestrength,power,andabilitytomeetthebodilyrequirements;zeal,energy,and

patiencetomeetthementalrequirementsforleading.

TYPESOFLEADER

1.ManagerialLeader

Amanagerialleaderistheleasteffectiveofthefivetypesofleaders.Theyhavetheleast

influence.Peopleonlyfollow them becausetheyhaveto.Theyarenotinthepositionto

serveothers.Theirdesireistobeservedbyothersbecausetheyareintheposition.They

seeothersastoolstousetocompletetheobjectivefortheday.Theyprefertomake

decisions.Theirweaknessischaracterdevelopment.

Here’sabriefreviewofcharacteristics:

 Characterisweak.

 Desireis“tobeserved”ratherthan“toserve.”

 Theyhaveascarcitymindset.

 Competencycanrangefrom undevelopedtohighlydeveloped.

 Focusisonmanaging(directing/controlling)peopleandprocesses.

 Valuesthepositionmorethanthepeople.

 Strengthcomesfrom power,control,formalauthority,andpersonalresults.

2.RelationalLeader

Arelationalleaderbuildsrelationshipsinordertoinfluenceothers.Peoplewanttofollow

them becauseofwhotheyare,notwhattheyknow.Theydevelopmutualrespectwith

othersandworkwellwiththem.Althoughpeoplewanttofollow them,theyhavenot
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developedspecializedknowledge.Theirweaknessisnotmakingthenecessarysacrifices

todeveloptheircompetency.

Here’sabriefreviewofcharacteristics:

 Characterisstrong.

 Desireistoserve.

 Theyhaveanabundancemindset.

 Competencyisundevelopedandgeneralized.

 Focusisonleading(influencing/releasing)people.

 Valuespeoplemorethantheposition.

 Strengthcomesfrom relationshipsandmoralauthority.

3.MotivationalLeader

Amotivationalleaderseeksmutualbenefitforthemselves,others,andtheorganization.

Peoplewanttofollowthem becauseofwhotheyareandwhattheyknow.Theyinfluence

othersfrom theoutside.Theyareprocessfocused.Theyaretrustedanddeliverresultsfor

themselves,theirfamilies,theirteam,theirorganization,theircustomers,theirsuppliers,

andtheircommunity.Theirweaknessisnotmakingthenecessarysacrificestoreproduce

othermotivationalleaders.

Here’sabriefreviewofcharacteristics:

 Characterisstrong.

 Desireistoserve.

 Theyhaveanabundancemindset.

 Competencyisdevelopedandspecialized.

 Focusisonleading(influencing/releasing)people,managingtheprocesses,andgetting

results.

 Valuespeoplemorethantheposition.

 Strengthcomesfrom relationships,moralauthority,andteam results.
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4.InspirationalLeader

Aninspirationalleaderinspiresmanagerialandrelationalleaderstobecomemotivational

leaders.Theirfocusisongrowingthemselvesinordertoinspireotherstogrow.They

influenceothersontheinside.Theyarepeople-focusednotprocess-focused.Theyfocus

heavilyoncharacterdevelopment.Trueinspirationalleadersarefollowedbecauseofhow

muchtheycareandwhotheyareontheinside.Theyareinspiredbythegrowthofthose

followingthem.

Here’sabriefreviewofcharacteristics:

 Characterisstronger.

 Desireistoserveanddevelopothers.

 Theyhaveanabundancemindset.

 Competencyishighlydevelopedandspecialized.

 Focusisonleading(influencing/releasing)peopleanddevelopingmotivationalleaders.

 Valuespeoplemorethantheposition.

 Strengthcomesfrom relationships,moralauthority,andthegrowthofothers.

5.TransformationalLeader

Atransformationalleader’spassionandpurposeistotransform others.Theyarethemost

influentialofthefivetypesofleadersandarehighlyrespected.Theirreputationprecedes

them.Theyarewellknownfordevelopingleaders.Theirinfluencetouchespeopleinall

industriesandacrossmultiplegenerations.Theyhaveinfluencedmanyleadersformany

years.Theirinfluenceiscontinuouslybeingtransferredthroughmanyotherleadersatmany

differenttimesinmultiplelocations.

Here’sabriefreviewofcharacteristics:

 Characterisstrongest.

 Desireistoserveandtodevelopothers.
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 Theyhaveanabundancemindset.

 Competencyishighlydevelopedandspecialized.

 Focus is on leading (influencing/releasing)people and developing motivationaland

inspirationalleaders.

 Valuespeoplemorethantheposition.

 Strengthcomesfrom relationships,moralauthority,growthofothers,andtherespectthey

haveearned.

StrategicIssuesinInternationalAssignment

Alsoreferredtoasasecondmentortransfer,anassignmentmightbeinternal(toa

differentrole abroad with the same employer)orto an externalemployer.A key

characteristicofaninternationalassignmentisthatanemployeefrom onelegalentityand

country(‘home’country)temporarilyperformsservicesinanothercountry(‘host’country).

PotentialAssignmentStructures

There are a numberofdifferentways in which assignments can be structured and

documented.Whichapproachisappropriatewilldependonarangeofissuesincluding

employmentlaw,tax,pension,socialsecurityandregulatoryimplicationsaswellasthe

expectationsofemployees.Fivefrequentlyusedassignmentstructuresare:

 Theemployeecontinuestobeemployedsolelybythehomeemployer;

 Thecontractwiththehomeemployerissuspendedandtheemployeeentersintoalocal

employmentcontractwiththehostemployerfortheassignment;

 Thecontractwiththehomeemployeristerminatedwithapromiseofre-employmentatthe

endoftheassignment.Inthemeantime,theemployeeentersintoalocalemployment

contractwiththehostemployer;

 Thecontractwiththehomeemployerissuspendedandtheemployeeentersintoacontract

withaninternationalassignmentcompany(IAC)withintheemployergroup;or
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 Thecontractwiththehomeemployerissuspendedandtheemployeeentersintoacontract

withbothanIACandthehostcountryemployer

Whendecidingonthebeststructureforthecircumstances,somequestionstoconsiderare:

 Dothehostcountry’slawsrequireemploymentbyalocalentity,rulingoutsoleemployment

bythehomeemployer?

 Wherethereisnocontractofemploymentinplacewiththehostemployer,couldlocallaws

presumethatthehostisthedefactoemployer?

 Ifthehomecontractis“suspended”,isthehomeemployerpreparedtoacceptthelegal

uncertainty,inemploymentlawterms,thatthisstatusbrings?

 Inadualcontractstructure,whowillbearthegreatestriskofbeingliableforemployment

claims–host,home(ortheIAC)?

 Willtheemployeeaccepttheterminationofhis/herhomecontract?

 Whatistheimpactonpensionandbenefitschemes,socialsecurityandtax?

Aretherekeytermsinthehomecontractthatrequirespecialconsiderationandprotection,

forexample,restrictivecovenantsandconfidentiality?

Whichnationallawapplies,whenandtowhat?Whichcourtswouldhavejurisdictioninthe

eventofadispute?

Whopaysfor,andmanages,theemployeeduringtheassignmentandwilltheemployee

returntothehomecountry?

Lookingforward

Itis inevitable thatdocumenting assignments willbecome a smootherprocess as

employersbecomemorefamiliarwiththeissuesinvolved.However,therangeofsignificant

personal,legalandfinancialimplicationswillmeanthatadegreeoftailoringwillalwaysbe

necessary,inordertoavoidnegativerepercussions.


