Chapter Two: Strategy and Human Resources Planning

Chapter Outcomes
1. Explain how human resources planning and a firm’s mission, vision, and values are integrally linked to it strategy Understand how an organization’s external environment influences its strategic planning
2. Understand why it is important for an organization to do an internal resource analysis
3. Explain the linkages between competitive strategies and human resources
4. Understand what is required for a firm to successfully implement a strategy and assess its effectiveness 
5. Describe how firms evaluate their strategies and human resources implementation 

Linking Strategic Planning and Human Resources

Strategic Planning: procedures for making decisions about the organization’s long-term goals and strategies 
These plans focus on how the organization will position itself relative to its competitors to ensure its long-term survival, create value, and grow

Human Resource Planning: the process of anticipating and providing for the movement of people into, within, and out of an organization
· Assist managers in deploying their people throughout the organization
· Strategy formulation and strategy implementation 

Strategic Human Resource Management: The pattern of human resources deployments and activities that enable an organization to achieve its strategic goals 
· Essentially, combines strategic planning and human resource planning 
· Consider, employee recruitment, selection, training, compensation, and motivation 
	SWOT Analysis
	Organizational Level
	Human Resource Level

	1. Mission, Vision, and
Values
	  Identify purpose and scope of organization
  Clarify its long-term direction
  Establish its enduring beliefs and principles
	  Capture underlying business philosophy
  Establish cultural foundation
  Guide ethical codes of conduct 

	2. External Analysis
	  Asses its opportunities and threats 
  Conduct environmental scanning
  Analyze the industry and competitors 
	 Gauge demographics trends
  Gauge the external supply of labour
  Benchmark competitors’ HR metrics 


	3. Internal Analysis
	  Analyze firm’s strengths and weaknesses 
  Analyze firm’s core competencies 
  Analyze firm’s resources: people, process, systems
	  Analyze workforce’s culture, competencies, and composition 
  Forecast the demand for employees
  Forecast the supply of employees


	4. Strategy Formulation
	  Develop corporate strategy 
  Develop business strategy 
  Functional strategy: ensure alignment 
	  Establish productivity and efficiency 
  Establish quality, service, speed, and implementation goals for workforce
  Ensure vertical and horizontal fit 

	5. Strategy Implementation
	Design structure, systems, and so on
Allocate resources
	Reconcile supply and demand via hiring, downsizing, layoffs, and so on 
Use staffing, training, rewards, and so on to motivate employees to achieve the strategy

	6. Evaluation
	Evaluate benchmarking efforts 
Ensure alignment is achieved
Encourage workforce agility and flexibility 
	Maintain human capital metrics
Utilize balanced scorecard 


· Essential because while competitors can duplicate products easily, competitors cannot duplicate the talents of people easily, therefore, managing people within an organization becomes a key step in differentiating from competitors as better 
The Steps of Strategic Planning

Step One: Mission, Vision, and Values 

1. Mission: the basic purpose of the organization as well as its scope of operations
2. Strategic Vision: a statement about where the company is going and what it can become in the future: clarifies the long-term direction of the company and its strategic intent 
3. Core Values: the strong and enduring beliefs and principles that the company uses a foundation for its decisions
· The underlying parameters for how the company will act toward customers, employees, and the public

Human Resource’s Role: 
1. Communicating these frequently, informally and formally, via verbal communication 
2. Recruiting and hiring employees whose values are consistent with the organization 
3. Translating the mission, vision, and values into specific on-the-job behaviours and job descriptions and recognizing and rewarding employees based on them 

Step Two: External Analysis 

Environmental Scanning: systematic monitoring of the major external forces influencing the organization, including the forces of the business environment, the remote environment, and the competitive environment 

1. The Business Environment: all external factors in the environment; factors a firm cannot directly control but that can affect strategy 

2. The Remote Environment: fall under business environment, but by large, factors that firms cannot change and rather must accept and adapt to 
a. Economic and Ecological Changes: changes in the economy such as a boom or recession affect business practices; consider the expansion that occurs during a boom. Moreover, changes in the environment, such as a tsunami would affect not only a business but suppliers and contributors as well 
b. Technological Changes: consider changes such as automation and the internet; cashiers, travel agents, and newspaper and magazine contributors have all experienced a pivot 
c. Demographic Changes: age, composition, literacy, and immigration; consider the shortage of talent in high-skill job markets that creates strategic challenges for firms 
d. Social Changes: people’s changing proprieties toward work, the need for childcare, environmental and suitability concerns; consider the issues Wal-Mart faces in treating employees poorly and exploiting suppliers 
e. Legal and Regulatory Changes: a simple change in law can effect an entire industry; consider the housing tax in Vancouver 

3. Competitive Environment: the more power each of the following forces has, the more profitability is impacted
a. Customers: a firm must create value, the notion that, “one size does not fit all” in terms of what is supplied, and customer service impacts the reaction of customers’
b. Rival Firms: consider competitors; refer to Toys R Us example, where the company only considers other toy stores to be competition, and should have considered companies such as Wal-Mart who stepped in
c. New Entrants: new entrants can change “the rule of the game” and offer an enhanced product; think plane companies, offering cheaper and more comfortable flights 
d. Substitutes: firms must consider how they can keep up; consider the landline phone that everyone no longer maintains because they would rather carry a cellphone 
e. Suppliers: raw materials, money, information, and people must be valued 

4. HR’s External Supply of Labour:
· Barometers of the labour supply market include consideration for the remote and competitive environment, migration, a firms demand for specific skills, unemployment rates, educational level
· Companies are moving into the city to be closer to younger, educated workers; goal to attract top talent 
· Companies must consider outside information, for example, Statistics Canada and consulting firm IMB



Step Three: Internal Analysis 

[bookmark: _GoBack]Core Capabilities: bundles of people, processes, and systems that distinguish a firm from its competitors and delivers value to customers; essentially, considers strengths and weaknesses 
· Consists of (1) processes, (2) systems, (3) people 

Sustaining Competitive Advantage Through People 
· Corporate Culture:
· Forecasting 
· Assessing a Firm’s Human Capital Readiness: Gap Analysis 

Step Four: Strategy Formulation 

SWOT Analysis: Strengths, weaknesses, opportunities, and threats, which assists executives in summarizing major facts

1. Corporate Strategy: the markets in which a firm will compete against; domain selection
a. Growth and Diversification: hinges on (1) increased employee productivity, (2) a greater number of employees, and (3) employees developing or acquiring new skills
b. Mergers and Acquisitions: a goal of companies, but sometimes does not go well, often due to cultural inconsistencies 
c. Strategic Alliances and Joint Ventures: alternative to M&A, and HR assists greatly in assessing the compatibility of cultures and recognizing potential problems 

2. Business Strategy: domain navigation; focus on how company will compete against rival firms to create value
a. Low-Cost Strategy: Compete on Productivity and Efficiency: the goal is to keep costs low enough so that you can offer an attractive price to customers relative to what competitors are offering; think, McDonalds, or the film Moneyball; focusing on efficiency, productivity, and minimizing waste; often large companies and can exploit this power, or highly strategic companies; can involve outsourcing tasks 
b. Differentiation Strategy: Compete on Unique Value Added: providing something unique and distinctive to customers; based on high product quality, innovative features, speed to market, or superior service; think what Apple is to innovation, or what Holt Renfrew is to customer service 

3. Functional Strategy: Ensuring Alignment: translating strategic priorities to functional areas of the organization
a. Vertical Fit/Alignment: focuses on the connection between the business objectives and the major initiatives in HR 
i. For example, if an organization competes through innovation and new product development, then its HR policies and practices would be more aligned with the notion of fostering creativity and flexibility  
b. Horizontal Fit/Alignment: managers need to ensure that their HR practices are all aligned with one another internally to establish configuration that is mutually reinforcing
i. For example, one HR practice such as training could focus on  teamwork and sharing, but another HR practice, such as the firm’s appraisal or compensation could focus individual performance, in turn, these do not align 

Step Five: Strategy Implementation 

The 7-S Model: 
· Hard S: structure, strategy, systems, shared values 
· Soft S: skills, style, staff, shared values

Taking Acton: Reconciling Supply and Demand 
· Dealing with Surplus Employees
· Layoffs:
· Attrition:
· Termination Strategies:

Step Six: Evaluation 

Evaluation and Assessment Issues

Measuring a Firm’s Strategic Alignment 
· Strategy Mapping and Balanced Scorecard 
· Measuring Horizontal Fit 

Ensuring Strategic Flexibility for the Future 
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