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i. To distinguish between strategic HRM and HR Strategy
ii. To appreciate the role of strategic resourcing.
iii. To identify the components of strategic employee resourcing.
iv. To discuss how workforce planning is conducted within SMEs.
v. To develop an understanding of competency-based HRM in SMEs and its limitations. 
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Total time recommended to study this chapter is three hours.  




Summary
Human Resource Strategy (HRS)
HRS is “a firm’s pattern of strategic choices about how people are managed” (Boxall & Purcell, 2011, p.64). These choices include: selection methods, how work is designed (structures, rules, autonomy), pay levels and use of performance-related pay. An HR strategy is not strategic unless it is aligned to the corporate strategy. SMEs are often characterised by informality, however, it is helpful for planning to produce a formal HR strategic plan to guide decision making. Of course, the plan may be adjusted according to changing circumstances and emergent strategies. 

Strategic HRM (SHRM) 
SHRM assumes HRS is critical to business success, the long-term competitive sustainability of the enterprise. SHRM integrates HRS into wider firm strategy and demonstrates the added value of HR functions. There are debates around (i) a contingency approach, i.e. best fit - adapting HRS to business strategy and the environment and (ii) best practice, a universalistic approach - using HR practices that are believed to work anywhere. Do you agree with a universalistic approach or best fit? SMEs are not small large firms and we cannot assume that high performance work systems operating in Google, for instance, can be applied unchanged to an SME.

SHRM and HRS include the following HR functions in an SME:

People Resourcing
People Resourcing covers a wide range of people management issues:
Pre-employment (corporate and HR strategic planning, recruitment and selection), initial and continuing employment (socialisation, performance management), to release from employment (redundancy, retirement, exit interviews). Do SMEs operate diversity and social inclusion policies, for exampled linked to regional needs such as the integration of migrant and other disadvantaged workers? Because SMEs are small, they can be more responsive. However, if they are resource poor, they may take short cuts.



Workforce Planning
Workforce planning is a core process of human resource management that is shaped by the organisational strategy and ensures the right number of people with the right skills, in the right place at the right time to deliver short- and long-term organisation objectives” (CIPD, 2001). It includes succession planning which is often not carried out in SMEs. With changing demographics, it should also consider an ageing workforce and planning for student interns and placements, apprentices and non-traditional working patterns as well as planning for overseas workers if appropriate. Moreover, volunteer workers and contractors are also part of the planning process that is often overlooked. 

According to Armstrong & Taylor (2014), workforce planning may be conducted as an overall approach to establishing and satisfying people requirements covering all major employee categories and skills. In economies where there is casualisation of labour and the “gig” economy where jobs may be precarious, SMEs may find it difficult to plan their workforce with changes in activities and national regulatory requirements. 

Competency-based HRM
Competency refers to an activity, personality trait, skill or even a task (CIPD, 2001). Fletcher (1994) defines competency as the ability to perform activities within an occupation to a prescribed standard.
Competency refers to underlying characteristics of a person that results in effective or superior performance. Competencies can be behavioural and technical. The problem is that competences made change rapidly.
Competency framework for SMEs
Hayton & Kelley (2006) argue that a competency-based approach to assessing organisational human capital needs is superior to more traditional job-analytic methods 
A competency framework implies that in addition to knowledge and skills, personality characteristics are an important element of individual capability to perform (ibid). The advantage of the competency framework is that it reduces the “inferential leap” from individual differences to job performance (Gatewood & Field, 1998). 


Core Competencies for SMEs
For SMEs, entrepreneurial competencies also contribute to the proliferation of entrepreneurial business success (Rahman et al., 2015). Furthermore, SMEs can develop technical competences to enhance their degree of innovativeness in line with the market trends where the technology is rapidly changing and developing (Bennett et al., 2001; Camuflo et al., 2012).
Gemunden (2003) revealed that network competence has a strong positive influence on the extent of inter-organisational technological collaborations as intra-industry networking has on a firm’s product and process innovation success. But do SMEs have the capacity to network with key stakeholders such as universities, professional bodies, chambers of commerce to support their contributions to their regions?
[image: ]Chapter Review Questions
	1. What is the difference between an HR strategy and strategic HRM? 

	2. Why might SMEs not produce a written HR strategy?

	3. What does strategic resourcing mean? 

	4. Define workforce planning.

	5. What are the benefits of introducing competency-based HRM in an SME?
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