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FOREWORD

Globalization of business has changed the scenario of management
in the country. The times are changing and there is an increasing need to
cope with the ever changing forces of competition, the technological
onslaught and the growing realization of knowledge management. The
new economic environment has compelled the leaders and managers of
organizations to look forward – to understand the rules of survival in
their business and beyond mere survival to set their organizations on the
path of prosperity and growth. Today, the HR function has a more
strategic role. A changing business environment can influence the
outcome of current operations, stakeholders and corporate strategy as a
whole. Since 1990, there has been an increased focus on strategic role of
Human Resource Management (HRM) and now HRM has become
strategic in nature. Strategic Human Resource Management (SHRM) is
concerned with the relationship between HRM and Strategic
Management in an organization.

This book brings to light the strategic human resource approaches,
which are needed to cope with the changing business environment. It
also helps to bring overhauling organizational excellence by identifying
pitfalls and timely attributing corrective measures through need-based
HR strategy. This book emphasizes on post-liberalization effects and
performance of SAIL and TATA STEEL from 1991 till date with focus
on HR initiatives and other turnaround strategies to make organization
as profitable and competitive as possible. The true insights of free and
frank opinions of more than two hundred employees of SAIL and TATA
STEEL, captured by the author about the implementation of various
turnaround business alignment strategies in this book is found
interesting and praiseworthy.

I believe that this book “SHRM – A New Perspective for Steel
Industry” will serve as professional companion to management students,
researchers and HR managers.

Dr. K.K. Ray
Professor,

IIM, Raipur
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PREFACE

Liberalization and Globalization has changed the scenario of
management in the country. Today, we look forward to competition at
global market. It is not enough to just manage an organization but need
of the hour is to manage any organization with effectiveness and
efficiency. Today, Human Resource Management should be viewed as
strategic function not as routine function. It can facilitate achievements
of goals of the organization as HR strategy is linked with business
objectives of the organization.

Every business organization must adopt a corporate strategy to
operate in a global business environment if it wants to survive. No
company, either big or small, will be able to continue its successful
operation with a secluded business philosophy in the years to come.
Hence, only way to go ahead is to adopt a strategic management
philosophy for a global market.

The liberalization of 1991 has exposed the Indian companies,
which were under protection for over four decades, to a process of
globalization. Now, global companies are very much here in India
putting forward a strong competition. Evidently, Indian companies have
no option but to change their outlook, philosophy, programmes,
priorities, perspectives and their business strategies. They have to accept
the new challenges and improve their efficiency and quality to suit the
global standard and extend their operational canvas to other nations.

The book “Strategic HRM – A New Perspective for Steel Industry”
is exclusively focusing post-liberalization effect on India’s steel industry,
with special emphasis on SAIL and TATA STEEL as well as their HR
strategies, business policies and strategic planning perspective.

This book is organized into eight chapters. Chapter I, focuses on
strategic role of Human Resource Management (HRM) and how HRM
has become strategic in nature after globalization of business.

Chapter II introduces the global scenario of steel business and
Indian steel industry after liberalization.

Chapter III emphasises on TATA Steel and SAIL’s endeavor
during post-liberalization period.

Chapter IV focuses on the scope and methodology of the study.
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Chapter V describes performance of Indian Steel Industry during
pre-liberalization period from 1985 to 1990 with specific study on
performance of SAIL & TATA STEEL.

Chapter VI emphasizes on post-liberalization effects and
performance of SAIL & TATA STEEL from 1991 till date. Executive
study is being done on modernization process, performance
management, HR initiatives, other turnaround strategies with reference
to literature survey, analysis of corporate plans, in-house journals and
manuals, etc. This Chapter also includes a case study of turnaround
story of Rourkela Steel Plant (RSP). The study is based on major
turnaround and implementation strategies adopted by the CEOs to make
the organization as profitable and competitive.

Chapter VII is the main theme of the book, where the opinions of
executives and workmen of SAIL & TATA STEEL are analyzed with
questionnaire form and statistical analysis are being made to know the
accuracy of study. Major focus is given on global HR and IR issues,
global business policies, new HR policies, restructuring of manpower,
HR strategies linked with business philosophy, vision and mission,
strategic human resource perspectives, Knowledge Management,
Compensation, Recognition system, Training and Development,
Recruitment and Promotion policies, and impact on IR issues. Further,
the hypotheses are tested through statistical methods to establish the
effectiveness of the statement adopted for the above study purpose.

Chapter VIII deals with findings of the study and conclusion,
focused on process of liberalization changes in SAIL & TATA STEEL
that constitutes useful learning for managing their respective futures.
Based on results of analysis, the conclusions show the direction of
change process initiatives adopted by SAIL & TATA STEEL are
positive and growth-oriented. At last, some suggestions and
recommendations are given to accelerate the change initiatives of both
the organizations (SAIL & TATA STEEL) and make them consistent
result-oriented.

This book is intended for all HR Professionals, Management
Students and Researchers and Steel Industry Personnel. I believe, it can
serve as an effective guide and reference to them for implementation of
HR strategies aligned with business goals of respective organizations.

Dr. P. K. Mohanty
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Learning Outcomes:
When you finish this chapter, you should:
 Be able to differentiate between HRM and Strategic HRM
 Know about need of SHRM.
 Understand linkage of HR Strategy into business strategy.
 Envisage outsourcing and co-sourcing.
 Be familiar through various SHRM models for organizational

excellence.
 Know internalization of Human Resource Management – a

learning outcome for strategic perspectives.

ROLE OF STRATEGIC HUMAN RESOURCE
MANAGEMENT (SHRM): KEY TO ORGANIZATIONAL
EXCELLENCE

With increasing competition and changing economic and business
environment, many CEO’s have recognized people’s capabilities as a
competitive advantage and therefore, HR has become an important and a
critical business function. Since 1990, there has been an increased focus
on the strategic role of Human Resource Management (HRM) and now
HRM has become strategic in nature. Strategic Human Resource
Management (SHRM) is concerned with the relationship between HRM
and Strategic Management in an organization.

Strategic Human Resource Management is an approach which
relates to decisions about the nature of employment relationship,
recruitment, training and development, performance management,
reward and employee relations.

Chapter

1

Role of Strategic
Human Resource

Management (SHRM):
Key to Organizational

Excellence
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Wright and Mc Mahan (1992) defined SHRM is the pattern of
planned human resource deployment and activities intended to enable
the firm to achieve its goals.

Need of SHRM
 To ensure the availability of a skilled, committed and highly

motivated workforce in the organization to achieve sustained
competitive advantage.

 To provide direction to the organization so that both the
business needs of the organization and the individual and
collective needs of its workforce are met.

 This is achieved by developing and implementing HR practices
that are strategically aligned.

Four Components of SHRM

4. Clear cut &
meaningful people
activities, policies
& procedures to
achieve
organizational
excellence

SHRM

1. HR primary source
of competitive
advantages

3. Patterns & plans,
HR Strategy
Integration into a
Business Strategy.

2. Activities of HR
Programmes and
practices.

Fig. 1.1: Components of SHRM
Because of relentless process of Globalization, companies face

similar problems in the market place. In order to be successful, they
must adopt similar solutions to these common problems.

HR is becoming more strategic on two counts. First, HR is a risk
manager and second, HR facilitates the growth of engagement capital,
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both of which have a huge impact on franchise valuation. Traditional
engagement approaches provide a readymade solution but the lack of
long-term benefits and perspectives which ignores up to 70% of the
reasons why employees disengage.

Today’s HR professionals contribute to creating engagement
capital to improve employee effort, retention and key business outcomes.
As we balance short-term improvements with engagement drivers that
sustain engagement overtime, there is a greater alignment of the HR
function to an organization’s strategic needs. One of the key pieces in
franchise risk management is smooth succession. An effective
succession management strategy by HR overcomes four risks.

1. Vacancy risk in critical positions.
2. Readiness risk among designated successors.
3. Transition risk as new leaders move into roles
4. Portfolio risk from poor deployment of leaders across the

organization.

Linkage of HR Strategy into Business Strategy
Effective links of the HR strategy would ultimately lead to the

desired result of profitability and customer satisfaction. It is for this
reason that some HR professionals advocate that successful efforts in
HR strategy begin with the identification of strategic business needs.
The internal and external environments are intermittent variables, which
are linked with action plans for each year and consequently the HR
systems leading to the strategic business needs.

Further, other strategies such as marketing, finance, production,
system, etc., integrate with HR strategy as a part of corporate strategy of
the organization to meet the business requirements. Now, HR strategy
evolution has brought a change effect in all aspects of HR outlook,
systems, belief, structure as well as the expectations of business from
this strategic function. HR is now the architecture for change. The
success of the HR strategy lies in its effective links with the business
strategy.

It is clear that HR, over a period of time – has emerged as one of
the key strategic decision-making areas, what are some of the factors –
internal and external that have contributed to the strategic aspect of the
human resources function. With capital and technology in abundant
supply, there is very little differentiation in the marketplace. The only
true differentiation turns out to be people. It is the workplace that creates
a credible, long-term relationship with the customer base. HR is the key
enabler in moving all people vectors in the right direction. HR is also
accountable for creating long-term employee value proposition. The best
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HR organizations engage its thoughtful discussions to collect data and
test assumptions to implement an authentic employment value
proposition that is a source of competitive advantage.

Evolution of SHRM
Businesses have had strategies since the earliest days of commerce.

Early strategic thinking focused on medium – and long-term planning.
Michael Porter (1999) in competitive strategy “explained that every firm
competiting in an industry has a competitive strategy, whether explicit
or implicit. The strategy may have been developed explicitly through a
planning process or it may have evolved through the activities of the
various functional departments of the firm”.

After liberalization of economy in 1990s competition in Indian
Industry started relentlessly to maintain high standards quality, cost and
customer friendly products at par excellence with global organizations
through unified strategy, comprehensive and integrated plans aligned to
organizational objectives with focus on HR strategy. Indian companies
now rank amongst the list of Fortune 500 companies and many
successful global organizations.

An exponential growth, competitive edge over peers, innovative at
every level and effective leadership-companies in India Inc that have
stood out and made a distinct mark for themselves (with these attributes)
fall in a new category of companies driven to excel.

Bill Gates had a dream of making Microsoft the number one
software organization in the world. Gates displayed an acute business
acumen and a very insightful vision to software field through strategic
planning in a continuous basis and developed user-friendly packages
which were unheard of before.

Competitive Leadership – a Long-term Business
Strategy

Today, competitive leadership is perceived as an effective business
imperative that resourcefully drives everything; the organization does
each day at all level.

In today’s era, it is critical for companies to never take their eyes
off building long-term capability platforms. Sustainability of the
organization crucially depends on how long-term value addition is
sustained through an environment of engaging new ways thinking in
every segment of the organization and this is the essence of the fast
catching on trend of ‘thought leadership’.
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Thought leadership is about believing in a powerful idea and
giving it shape through conviction and executing it to deliver value to
the business. Organizations who believe in thought leadership provide
opportunities for generating new ideas, innovative solutions and doing
things differently. In the context of thought leadership, a leader cuts
across a clutter and evaluates an idea purely from its power of helping
the business.

“In today’s world, which can be easily called an era driven by the
power of ideas, the organizational leaders should breed thought
leadership in the organization and encourage employees to reinvent and
innovate at the same time.” as said Ramesh Bawa, MD & CEO, IL&FS
Financial Sources. D. Sundaram, Vice-Chairman and MD, TVS Capital
Funds Limited is of the opinion that thought leadership in many ways
focuses on the long-term horizon of the company and contributes
significantly to drive market and cost leadership.

Thus, thought leadership is a long term business strategy that
drives everything the organization does each day and at all levels. A
thought leader is an innovator in a very specific niche and customers in
that niche recognize value and most importantly are willing to pay for
that leadership position.

Outsourcing & Co-sourcing
With the process of outsourcing having its roots in the Industry for

a long time, another similar concept of co-sourcing has begun to emerge
slowly to take its place by offering additional benefits and advantages.

Co-sourcing is a process wherein a function or task is not
completely outsourced but is instead kept partially within the domain of
the company and partially handed over to an external vendor. Every
company today seeks a certain control of all its departments and
functions, so as to keep a check on the performance levels and at the
same time, retain the knowledge and experience gained by carrying out
those functions. As a result, the concept of co-sourcing is taking
companies by fire and is grabbing their attention.

Therefore, co-sourcing or outsourcing both have their pros and
cons. But, it is vital for organizations to identify which form fits the bill
aptly and complements organizational goals.

Impact of Technology on HRM
New skills required: As new technologies are developed and

implemented, there is an urgent need to upgrade existing employee
skills and knowledge if the organization wants to survive and flourish in
a competitive world. Additionally there will be growing demand for
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workers with more sophisticated training and skills especially in
emerging ‘hot’ sectors like telecommunications, hospitality, retailing,
banking, insurance, biotechnology and financial services. For example,
service-sector employee requires different skills than those utilized in
manufacturing. They need strong interpersonal and communication
skills as well as the ability to handle customer complaints in a flexible
way.

Downsizing: New Technologies have decimated many lower end
jobs with frustrating regularity. Increased automation has reduced
employee head counts everywhere. The pressure to remain cost effective
has also compelled many a firm to go lean, cutting down extra fat at
each managerial level. The wave of merger and acquisition activity, in
recent times has often left the new, combined companies to downsize
operations ruthlessly. The positions that have been filled up with
workers possessing superior technical skills and knowledge has also
tilted the poser base (in many emerging industries) from management to
technical workers. It is not uncommon today for managers to have
limited understanding of the technical aspects of their subordinates’
work. Managing the expectations of knowledge workers is going to be
major area of concern for all HR Managers in the years ahead.

Why? Consequences? Managing Survivors of downsizing
 Automation
 Restructuring
 Mergers
 Acquisitions
 Competitive pressures
 Cuts payroll expenses
 Eliminates extra layers
 Improves functioning if firm’s product and service profiles is

good
 Shocks those left out
 Shattering impact on employee motivation and morale if not

managed properly
 Bitterness, anger disbelief and shock need to be handled

properly
 Give information as to why the action had to be taken
 Tell how it is going to help the firm and employees in the long-

run.
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Collaborative work: Technological change has resulted in
hierarchical distinctions being blurred and more collaborative teamwork
where managers, technicians and analysts work together on projects.
Team-based incentive plans have also made it necessary for all classes
of employees to work in close coordination with each other.

Telecommuting: The rapid advance in technology has led to the
relocation of work from the office to the home. Telecommuting has
become the order of the day where employees work at home, usually
with computers and use phoned and the Internet to transmit letters, data
and completed work to the home office. Companies have been able to
increase their applicant pool through this mode and employees have also
been able to live further away from cities and gain considerably due to
savings in rents, transportation, etc.

Internet and intranet revolution: Internet and information
technology have enabled companies to become more competitive by
cutting costs. Manufacturers, bank, retailers, and you name anything
have successfully harnessed computer technology to reduce their costs
and deliver want satisfying goods and services to customers at an
amazing speed. Even in HR, internets and intranets are being used to
handle training, benefit administration, performance management and
out placement functions, in recent times. The cumulative impact of new
technology is so dramatic that at a broader level, organizations are
changing the way they do business. Use of the internet to transact
business has become so commonplace for both large and small
companies that e-commerce is rapidly becoming the organizational
challenge of the new millennium. Managing virtual corporations and
virtual workers in this technology-driven world is going to pose tough
challenges for HR Managers in the years ahead.

Role of HR in a virtual organization: A virtual organization is
network of companies or employees connected by computers. Virtual
workers work from home, hostel, their cars, or wherever their work
takes them. The human resources function plays a unique role in a
virtual organization:

1. Psychological fit: The lack of face-to-face interaction in virtual
organization virtually compels HR professionals to determine
the psychological fit between different units initially.

2. System alignment: Given the lack of physical proximity, it
becomes even more critical that the organization’s mission,
vision and measures be aligned and that all parties are familiar
with these issues, the HR function can play an important role in
this task.
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3. Reconsider rewards: In a virtual unit, very few permanent
exits. In many cases, the organization will be staffed with
workers having different motivational forces. So rewarding
each entity in an effective way becomes an important job.

4. Reconsider staffing needs: In a virtual organization, most
employees work on a contractual basis. Finding people with
requisite skills, knowledge and motivation levels become an
important activity.

5. Build partnerships: Virtual, teams have to be built from
scratch paying attention to their unique requirements. The
concept of employment needs to be replaced by the concept of
‘partnership’ especially when most tend to work independently
away from the permanent employees or owners of the
organization.

6. Develop leaders: Leaders become the major forces for building
trust, creating a mission and instilling a sense of belonging to
the organization HR can play a major role in ensuring that
leaders assume these responsibilities and meet them in an
effective away.

Creating a Strategy Oriented HR System
Creating a strategy oriented HR system requires new skills on the

part of HR professionals. They must have the competencies required to
create HR systems that produce strategically relevant employee
behaviors. They need to understand the strategy formulation process.
They must be adept at identifying the workforce implications and
requirements of the new strategy and at crafting HR policies and
practices that produce those workforce requirements. They must have a
sufficiently wide breadth of business knowledge to be able to
understand how the company creates value, and to see how the firm’s
HR system can contribute to that value-creation process. The HR
professional has to understand how business operates. Just
understanding the details of recruiting selecting and training is no longer
sufficient.

In today’s competitive environment, the manager cannot leave the
nature of the HR system, the actual HR policies and practices to change.
Managers usually try to create High-Performance Work Systems
(HPWS). The HPWS is a set of HR policies and practices that maximize
the competencies, commitment, and abilities of firm’s employees in
practice. This means that each HPWS HR activity produces measurable
superior results. It is to be noted that the high-performing companies
structure their recruiting activities so as to produce qualified recruits,



Role of Strategic Human Resource Management (SHRM): Key to ... 23

much more extensively. Also high-performing firms hire employees
based on selection tests and provide training to new employees much
more extensively. The bottom line is that management cannot leave their
HR systems unmanaged. A research program with over 2,800
corporation firms that use HPWS policies and practices do perform at a
significantly higher level much more extensively than those that do not.
The evidence suggests that a high performance HR practices,
particularly combined with new technology, produce better productivity,
quality, sales, and financial performance.

For example, the high performing firms generally emphasize
placing employees in self managing, cross functional teams. In fact, the
whole thrust of the HPWS firm’s are superior in recruiting, screening,
training, and other HR practices are required to build the sort of highly
trained, empowered, self governing and flexible work force that
companies today need as a competitive advantage.

The need for HPWS became apparent as global competition
intensified in the 1990s. Companies needed a way to better utilize their
human resources as they strove to improve quality, productivity and
responsiveness.

The HR manager needs a way to translate the firm’s new strategy
into specific, actionable HR policies and practice. Management
formulates a strategic plan. That strategic plan implies certain workforce
requirements, in terms of the employee skills, attributes, and behaviors
that HR must deliver to enable the business to achieve its strategic goals.
For example, Employees must dramatically improve the level of
customer service, more computer literate employees needed to run new
machines getting installed. Given these workforce requirements, HR
management formulates HR strategies, policies, and practices aimed at
achieving the desired workforce skills, attributes and behaviors. These
may take the form of new selection, training, and compensation policies
and practices. Ideally, HR management then identifies Scorecard
metrics; it can use to measure the extent to which its new HR initiatives
are supporting management’s strategic goals.

Internationalization of Human Resource
Management – a Learning Outcome for Strategic
Perspectives

It is important to note that the companies which wish to
internationalize can do so only if they have the required core
competencies such as operational capability, managerial skills, ability to
work with foreign partners and/or in foreign countries and so forth.
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Once a company has gone international in one form or other, what
HRM policies and practices should it adopted in a foreign country? The
answer depends on the form of internationalization and the extent and
depth of the company’s involvement in the local market. The HRM
related issues in a foreign country are relevant only if the company
recruits and manages people in that country. Importing, exporting,
franchising, licensing and portfolio investment do not involve employee
management as part of a foreign operation in the host country.

Recommended models of SHRM for Organizational
Excellence
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Fig. 1.3: HRM Strategic Model
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Need of Industry–Academia Collaboration
There is no doubt that Industry-Academia collaboration is one of

the successful ways to fight skill shortage. Candidates are now expected
to demonstrate initiative and confidence to take on business challenges,
and to portray a positive brand image that is necessary while facing a
customer. Whatever the route, the onus of helping students keep pace
with the dynamic business environment lays with the academia.
Modification of academic curriculum and its implementation is
traditionally a long process involving careful research, curriculum
design, customization and delivery.

Limitations of SHRM
Many organizations have not adopted SHRM due to following

reasons:
1. Focus on short-term performance: Most organizations

determine compensation on the basis of current performance
and they do not consider long-term investment in people.

2. Lack of organizational processes: Even today, many HR
professionals do not understand the whole organizational
processes and they are unable to link HR strategies to
organizational strategies.

3. HR role lacks strategic perspective: HR in many
organizations is still doing administrative functions and stereo-
type personnel management functions. So they fail to adopt
unified HR strategy, linked with business objectives of the
organization.

4. Difficulty in quantifying HR functions: Many HR managers
are still finding difficult to quantify the costs and benefits of
HR activities.

5. Less importance to employees training: Many organizations
are yet to adopt employees training as learning process to adopt
technological changes. Most employees resist changes in
technology and do not co-operate with their leaders.

CONCLUSION

HR is seen as an integral part of corporate strategy of SAIL and
TATA STEEL both the organizations have corporate plans to
substantially raise production introduction of large scale modernization
and automation through HR interventions and strategies.
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Today, the HR function has a more strategic role. A changing
business environment can influence the outcome of current operations,
stakeholders and corporate strategy as a whole. The HR function plays
an important role in viewing and integrating business opportunities,
stimulating employees, developing employee strengths and creating
corporate teams that share the company’s vision and translate this
concern into profit.

Mr. C.S. Verma, Chairman, SAIL reiterated that steel industry
directly contributes around 2 per cent to India’s Gross Domestic Product
(GDP) and its weight in the Index of Industrial Production (IIP) is 6.2
per cent. The future of steel plants would be beneficiated by iron ore
replacement to crude iron to increase productivity and reduce the
consumption of fuel, use of latest technology, innovations driven by
energy and environment conservation with competitive strategic HRM
policies to make India as pioneer in global steel market.
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