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Strategy and Human Resources Planning

© JOSE LUIS PALAEZ, INC./CORBIS

After studying this chapter, you should be able to

. [dentify the advantages of integrating human rescurces planning and strategic planning.

. Understand how an organization's competitive environment influences strategic planning.
Recognize the importance of internal resource analysis.

Describe the basic tools for human resources forecasting.

. Explain the linkages between competitive strategies and HR.

. Understand the requiremanis of sfrategy implementation.

. Recognize the mathods for assessing and measuring the effectiveness of strategy.

NO M AWM

One of the clichés about company annual reports is that they often ¢claim that “pacple are our most important asset.” Although we might believa
this to be true, the fact is that historically managers often have not acted as though they themselves really believed it. In the past, sxecutives
often iried to remove human resources from the strategy equation, by substituling capital for labor where possible, or by crealing hierarchical
structures that separated those who think from those who aciually do the work. But much is changing foday.

In a recent survey by USA Today and Deloitte & Touche, nearly 80 percent of corporate executives said the importance of HRM in their firms
has grown substantially over the past fen years, and two-thirds said that HR expenditures are now viewed as a strategic investment rather than
simply a cost to be minimized. |

Strategic Planning and Human Resources

objective 1

As we explained in Chapter 1, “competing through people” is the theme for this bock. But the idea remains only a premise for action until we put it into
practice. To deliver on this promise, we need to understand some of tha systems and processes in organizations that link human resources management
and strategic management. A few definilions may ba helpful up front.

First of all, strategic planning involves a set of procedures for making decisions about the crganization’s long-term goals and strategies. In this chapter,
we discuss strategic ptans as having a strong external orientation that covers major portions of the crganization. Thay especially focus on how the
organization will position itself relative io competitors in order to achieve long-terra survival, valus, and growth. Human resources planning (HRP), by
comparison, is the process of anticipating and making provision for the movement of people into, within, and out of an organization. Overall, its purpose is
to help managers deploy human resources as effectively as possible, where and when they are needed, in order to accomplish ihe organization's goals.
Strategic human resources management (SHRM}, then, combines strategic planning and HR planning. it can ba thought of as the pattern of human
resources deployments and activities that enable an organization to achieve its siratagic goals.

Althcugh planning has ahwvays been an essential process of management, increased emphasis on HR issues becomes especially critical when
organizations consider global sirategies, mergers, relocation of plants, innovation, dovmsizing, oulsourcing, offshoring, or the closing of operating facilities.
Dramatic shifts in the composition of the labor force require that managers become more involved in planning, since such changas affect the full range of
HR praclices (such as employee recruilment, sslection, training, compensation, and motivation). '
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Strategic Planning and HR Planning: Linking the Processes

As organizalions plan for their future, HR managers must be concernad vith meshing HRP and strategic planning for the organization as a whole. z
Through strategic planning, organizations set major abjectives and develop comprehensive plans to achieve those objectives. Human resources planning
relates to strategic planning in several ways, but at a fundamental level we can focus on two issues: strategy formulation and sirategy implementation.
Human rescurces planning provides a set of inputs into the strategic formulafion process in terms of what is possible; that is, whether the types and
numbers of people are available to pursue a given strategy. For example, when Barnes & Noble executives contemplated the move into web-based
commerce {o compste with Amazon.com, one of the issues they had to address was whether they had ihe talent needed to succeed in that arena.

In addition to strategy formulation, HRP is imporiant in terms of sirategy impfementalion as well. Once the sirategy is devised, execulives must make
primary resource allocalion decisions, including those pertaining to structure, processes, and human resources. 3 Companies such as GE, 18M, and CIGNA
have taken strides to combine these two aspects of strategic management. *

Alj tha available evidence suggests that the integration of HRP and strategic planning fends io be most effective when there is a reciprocal relationship
between the two processes. In this relationship, the top management team recognizes that strategic-planning decisions affect—and are affected by—HR
concerns. Figure 2.1 illustrates the basic oulline of how companies have begun aligning HRP and strategic planning in this way. While this figure begins to
address this issue of slrategic alignment, we will raise the issue at ssveral points throughout the chapter.

Figure 2,1 Linking Strategic Planning and Human Resources
BUSINESS/CORFORATE HUMAMN REBOURGES

« Identity pirpose and scope » Gaptuce undadying phiosoplry

+ Glarity fong-tenm Giroction » Estabtish foundation of Guttue

» Establish enduring befels » Guikde ettieal codas of conduct
ang plinciples

a

B _ » Opportunitiss amt twests (O + Demographit trendfs
B 4 Emvdronmental scanning {egal, elc} » Extornal supply of labor
k| s lndustyfeompstiton analyels » Competitor benchmarking

<
B » Strengths and waainssses (8 + Guitwre, compalencies, compositon
g % * Cove compelencies » Fotecast demand for emgplayeas
i « ftasourcos: People, * Forecast supply of employees

) precass, systems .

R M Y R B

%g » Comorate stralegy » Productidty and siicincy
i + Businoss stzateqy * Qushty, setvice, spasd, Inovation

« Funclional slralegy: Afignment » Extoma) fitfabgnment and intomal it

+ Design struchure, systems, e, + Reconcle supply and tamand

+ AFgeato nesoEces » Darvmisizing, Fayolts, ste.

+ Loadersh'p, comamication, + HR practice: Staftng, ratving,
and changs Tewards, elo,

+ Assassment and benchrawking ¢ Human capital melrics

+ Engurin aignmmnat » Bajantd Scorecand

+ Agiity and Bexibisty

As we look at trends in the best of companies, there is virtually no distinction between strategic planning and HRP; the planning cycles are the same and
HR issues are sean as inherent in the management of the business. As James Walker, noted HRP expent, put it, “Teday, virtually all business issues have
people implications; all human resource issues have business implications.” 5 HR managers are important facilitators of the planning process and are
viewed as credible and important conlributers to creating the organization's future. This positive linkage occurs when the HR managser becomes a member
of the organization’s managemant steering commiltee or strategic-ptanning group. Once this interactive and dynamic structure exists, HR managers are
recognized as contributing strategic planners alongside other top managers. 8

This is an important element for the rast of our discussion in this chapter. Traditionally, authers—and foo many HR managers—have treated HR planning
and strategic planning as separate activities. Instead, we provide a step-by-step process to show how the two aspects of planning can be integrated.

Step One: Mission, Vision, and Values

The first step in strategic plenning is establishing a mission, vision, and values for the organization. The mission is the basic purpose of the organization,
as well as its scope of operations. [t is a statement of the organization’s reason for existing, The mission often is written in terms of general dlients it
services. Depending on the scope of the organizafion, the mission may be broad or narrow. For example, the mission of Merck and Company is as follows:

The mission of Merck is 1o provide society with superior products and services by developing innovations and solutions that improve the quality
of life and satisfy cusiomer needs, and to provide employees with meaniagful work and advancement opportunilies, and investors with a
superior rate of return, ’

The strategic vision of the organization moves bsyond the mission statement to provide a parspective on where the company is headed and what the
organization can beceme in the future, Although the ferms mission and vision often are used interchangeably, the vision statement ideally clarifies the long-
term direction of the company and its strategic intent.

Organizational core values are the strong enduring beliefs and principles that the company uses as a foundation for its decisions. Sterbucks, for
example, lists the following core values:

+ Provide a great work environment and treat each other with respect and dignity.

+ Embrace diversity as an essential component in the way we do business.

+ Apply the highest standards of excellence to the purchasing, roasting, and fresh delivery of our coffee.
+ Davelop enthusiastically satisfied customers 2ll of the time.

+ Contribute positively 1o our communities and our environment.

+ Recognize that profitabllity is essential to our future success.

These are the underlying parameters for how the company will act toward customers, employees, and the public in genoral. In many cases, the values

capture the underlying philosophy of the company culture and give direction to its employees. The values also place limits on what behavior is seen as
ethical and acceptable. Highlights in HRM 1 shows the resulls of IBM's recent effort to reexamine and reinforce its vatues.
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