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Concepts

• Strategy A plan that an organization follows to compete successfully, 

survive, and grow

• Strategic planning   The process of defining organizational strategy, or 

direction, and allocating resources toward its achievement

• Strategic Management The process of identifying, executing, and 

evaluating the organization’s strategic plan by matching the company’s 

capabilities with the demands of its environment. 



Strategic Human Resource Management

Source: Dessler et al., 2020, p. 111



Strategic Human Resource Management

• Strategic human 
resource 
management
Formulating and 
executing human 
resource policies and 
practices that produce 
the employee 
competencies and 
behaviors the company 
needs to achieve its 
strategic aims.

Desired competitive 

strategy

Required employee skills and 

behaviours

Supportive HR 

practices

HR 

outcomes



Resource-based view of Human Resources

• Human Resources are a source of sustained competitive advantage 

for the firm 

• Competitive advantage   A competitive advantage occurs “when a firm 

is implementing a value creating strategy not simultaneously being 

implemented by any current or potential competitors” (Barney, 1991, 

p.102)

• Sustained competitive advantage A sustained competitive advantage 

exists only when other firms are incapable of duplicating the benefits of 

a competitive advantage.

Human Resources are 

valuable, rare, inimitable, and non-substitutable



Resource-based view of Human Resources

Wright et al., 1994

Human Resources are Valuable

Human capital resources add value to the firm.

Human Resources are Rare

Human capital resources with high ability levels are rare.



Resource-based view of Human Resources

Human Resources are inimitable

• Being imitable means being (1) identifiable (2) duplicable

• However, synergetic effect of employees’ KSA and organizational processes, 

culture, norms, histories (Boxall & Purcell, 2003)

HRA = f(HCA, OPA)

HRA: Human resource advantage

HCA: Human capital advantage (= Highly talented people = people’s KSA)

OPA: Organisational process advantage (organisational processes, cultures, norms)

• Therefore … 

Causal ambiguity – unidentifiable

Unique histories and situational contingencies – not duplicable



Resource-based view of Human Resources

Human Resources are non-substitutable

• Can other resources (e.g., technology) substitute or offset human 

resource advantage? Not in the long term. 

• Unlike other resources, human resources are less likely to become 

obsolete and are generalizable and transferable → not substitutable

Firm A
Highly skilled and highly 

committed employees
New technology Y

Firm B

New technology X

New technology X



Best practice vs Best fit
Best practice approach (Universalist approach)

• Argument: There is one best way of managing human resources (regardless of 

contexts)

• Focus: Identify and implement one best bundle of HR practices that can maximise

employee and organizational outcomes.

• High performance work systems (HPWP; = high commitment work systems)

Pfeffer’s seven practices

Employment security

Selective hiring

Self-managed teams or teamworking

High pay contingent on company performance

Extensive training

Flatter organizational structure

Information sharing

Huselid (1995), Boxall & Macky (2008), etc.

Employee involvement

Grievance procedure or complaint resolution system

Merit-based compensations systems



Best practice vs Best fit



Best practice vs Best fit

Limitations of Best Practice approach

• Causal ambiguity – which comes first?

• Need to consider different characteristics of human resources for 

efficiency?

• Exactly which bundle to use?



Best practice vs Best fit

Best fit approach

• Argument: HR practices should be

tailored to the firm’s particular context.

• Focus: Ensure external and internal fit

of HR practices.

(1) External fit: Vertical fit

• Organizational fit

Do HR practices fit in with
organizational strategy?

Desired competitive 

strategy

Required employee skills and 

behaviours

Supportive HR 

practices

HR 

outcomes



Best practice vs Best fit

Source: Torrington et al., 2017, pp. 73-74



Best practice vs Best fit

• Industry fit

Do HR practices fit in with an organization’s industry contexts?

• Societal fit

Do HR practices fit in with the characteristics of the societies in which 
they are located?
(e.g.) Labour laws and regulations, cultural norms (standardisation and localisation)

Private sector vs Public sector

Labor-intensive &

low-tech manufacturing 

sector
vs

Knowledge-intensive & 

highly specialized service 

sector



Best practice vs Best fit

(2) Internal fit 

• Horizontal fit (or horizontal integration)

• Consistency  between HR practices

Source: Torrington et al., 2007, p. 72

e.g.) Aim: to promote cooperative behaviour



HRM-performance link

Human capital as a source of 

sustained competitive advantage

Achievement of strategic goals / 

Enhanced organizational 

performance

Valuable, rare, inimitable, non-

substitutable 

Best practice (HPWP)

Best fit (external and internal fit)

Human Resource policies and 

practices

Therefore, 

• Does HRM really increase organizational performance?

• What explains the relationship between HRM-organizational performance? 



Unlocking the ‘black box’ of the link

HRM Organizational 

performance

What’s going on here??

???

“The literature in strategic HRM has for several years 

underlined the difficulties in identifying and improving, the 

complex relationships that transmit HR activities into workforce 

outcomes” (Boxall and Purcell, p.175)



The AMO model of HRM

Organizational performance 

= f (A,M,O)

• A – ability to perform (they can do the 

job because they possess the 

necessary knowledge, skills and 

abilities)

• M – motivation to perform (they will do

the job because they want to do it or 

feel that they must do it)

• O – opportunities to perform (they have 

opportunities to use their abilities and 

the motivation to contribute to the 

organization)



Management

intentions

Senior 

management’s 

articulated values 

and espoused 

employee relations 

style

HR policies aiming 

to build workforce 

capabilities, 

motivations and 

opportunities to 

perform

Goals and 

investments in 

marketing, 

operations, and 

finance 

Management 

actions

Direct actions of 

senior managers 

(e.g. actual budget 

allocations)

Direct actions of HR 

specialists (e.g. 

stance in wage 

negotiations)

Line manager 

enactments of HR 

practices and 

personal strategies 

Workforce responses, 

outcomes and 

strategies 

Types and levels of 

human capital 

Collective perceptions 

of workplace climate

Workforce levels of 

trust, engagement, 

commitment, fatigue 

and stress

Quality of coordination 

Strategies of 

cooperation and 

resistance

Workforce 

performance 

outcomes

Productivity 

and quality 

levels

Quality of 

financial 

performance

Types of 

innovation

• HRM as a complex social 

process involving 

different actors and  

contingencies

• A distal relationship 

between HRM and 

organizational 

performance

• Indication of complexity 

rather than 

ineffectiveness of HRM 

Figure 7.2 An expanded model of the ‘black box’ of HRM 

(Source: Boxall & Purcell, 2016, p. 23)

Source: Torrington et al., 2017, p. 79



Announcements

• Next session will be live over zoom (Tuesday Nov 3rd). 

• Before the next session, make sure that you read the group case 

study (“Spoiled for choice? A recruiter’s dilemma”) and make some 

notes regarding your answers to case questions. There will be a time 

for group work after the session.

• The group case will be due Monday Nov 9th, 1 pm.

• The first Article Watch is due Monday Nov 2nd, 1pm.


