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In the global technology fueled worldpmpetition for suitable talent iconstantly in-
creasingWhen companies are to increasing extent producing services rather that ph
cal goodstalent isbecoming the mairscarce resourceThis development calls fou-
man resourcegunctionsto become a more strategand central function in organiza-
tions.

Although the newstrategicand more centratole for HRM is clearly called farjs not
easy toachieve. Most companies try to make theiRfunction strategic but fail in the
transformation process. This studyra to understand what factors make or break the
Strategic HRNransformation process.
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understandingpf HRM transformation im case company context and identipssible
issuesand success factoedfecting the HRM transformation project in an organization
The studyalsoanalyzesandcomparegheseissuesand success factote HRM and strat-
egy implementation literature.

Thefirst theoretical contribution of thistudy is a new framework for assessthg cur-
rent and target role of HRM in an organizatidineframework offers a systematic way
for managers to understand the progress of their HRsformation and directionThe
frameworkis a key measurement tofibr Strategic HRMransformation project.

The second theoretical contribution of this study igptoposethat prior HRM literature
YIe KIF@S 2@SNI 221 SHRMZranEdrnyafioh pracdse Yhe Rey idkRe
and factas affecting HRM transformiatn were found to bemorerelated tothe whole
organizationyather than justthe HR function This finding suggests, that making HRM
strategic should be an organization level project.
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Globaaliss ja teknologiakeskeisesséa yhteiskunnassa kilpailu kyvykkyyksista on jatky
kasvussa. Kun yritykset rakentavat enenevissa maarin palveluita kuin fyysisia tuotte
kyvykkyyksisté on tulossa kaikkein tarkein niukka resurssi. Kyvykkyyksietykserki

kasvu tarkoittaa sita, etta henkildstohallintoyksikdiden tulee muuttua yrityksissa stra
semmiksi ja keskeisemmiksi.

Vaikka HR/ksikodiden uusi strategisempi ja keskeisempi rooli on selvasti perusteltu jg
vottu, sen saavuttaminen on osoittautuholevan haastavaa. Monet yritykset yrittéavat
tehda HRyksikoista strategisia, mutta epaonnistuvat muutosprosessissa. Tama tutki
pyrkii ymmartdmaan, mitka seikat mahdollistavat tai estavat HR:n transformaation s
tegiseksi kumppaniksi.

Tama tutkimuson tehty kvalitatiivisena yhden kohdeyrityksen tapaustutkimuksena. T
kimuksen tavoitteena on luoda kokonaisvaltainen ymmarrys HR:n muutoksesta stra
giseksi kohdeyrityksen kontekstissa ja identifioida mahdollisia esteitd ja mahdollistaj
muutosprosessiss Havaittuja seikkoja peilataan HRjallisuuteen seka yleiseen strate-
gian implementointikirjallisuuteen.

Taman tutkimuksen teoreettinen kontribuutio on uusi viitekehys HR:n nykyisen ja ta
teroolin tunnistamiseen. Viitekehys tarjoaa systemaattisevain seurata ja ymmartaa

HR:n nykytilaa sek& HR:n tavoiteroolia. Viitekehys toimii tarvittaessa jatkuvassa kay
HR:n muutosprosessissa muutoksen onnistumisen mittarina.

Tutkimuksen toinen teoreettinen kontribuution on ehdottaa, ettd aikaisempikijalli-
suus on todennakoisesti aliarvioinut organisaation rooliayid&kén muutosprosessissa
Merkittdvimmat HR:n muutosprosessin onnistumiseen vaikuttavat tekijat koskivat Hi
ulkopuolista organisaatiota itse HRsikdn sijaan. Tama I6ydds viittaa siihettid HR:n
muutos strategiseksi kumppaniksi pitaisi nahda yrityksissa organisaatiotason muuto
sena, eikd HiRksikon sisdisena projektina.

Avainsanat HR, Henkildstohallinto, Strateginen HR| Julkaisukieli: englanti
Strateginen henkildstdhallinto, henkilostojohtaminel
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1 INTRODUCTION

In the face ofgrowing global competition and rapid technological changdertt is
becoming the most important resourcedoyorganizationAn organizatio® success

IS to a constantly increasing extent linked to its abilibymanage its human capital:
acquire, maintain and develtglent This fast shift in importance of human resources
(HR) is calling for human resourcénction to step p its game. Human resources
function (HR function)needs to become a sigic player in the organization, taking
part incompany levetlecisionmaking andousinesstrategydevelopmentThe focus

of the HRfunction needs to shift from administratiahissues to fostering organiza-
tional learning anadapabilitydevelopmentAt the same time, the whole organization
needs to getruly involved and interestedh human resources management (HRM)

the newsuccess factor of organizations.

Si nce t heHRMltrataréh&@sSignaedthe rsing importance ofiRM and
HR f u n pew justiiied ole as a strategic business parteth researchers and
practitioners have provideevidence betweenompany performance argirategic
HRM practicesandageneraddenand for changén HR u n i rolethas beembserved
across organizationb light of the evidence herathermarginaladoption ofstrategic
human resource management (SHRMactices has surprised the academic world.
The question remains: even with goatkntions, whyareHR functiors not achieving

the strategic roleas intended

Although many organizations see the importanc8todtegic HRMand commit re-

sources for théedRM change, they fail in theransformation proces$iR functiors

does not achievestintended role, or the intended role ends up bamsgitabldor the
organizationMost of the research focuses definingHR f u n c t istategics mor
role and itseffect onan organization(Becker & Huselid 2006)while the transfor-

mation procesgselfis left with little attention(Dyer 1996)

The taditional role ofHR functionis buried in administrative work withonsight to
business or strategy. To brigjrategic HRMthinking to the organizatigrihe tradi-

tional administrative HRunction needsto becomestrategic while shedding at least



most of its administrative rol@he implementation dHRM has received lit¢ atten-
tion in the literature, although sieems to be a key issuecmmpaniesvhich seem to
be continuouslyailing to developtheir HR functionto be strategicln this study, the
following research question wamsed:How to transform HRM td&trategicHRM
successfully To addresshis question an empiricabtudywasconducted. The empir-

ical study follows a single case study design.

This thesis is structured as follows: First, this introductory section sets the background
for research and presents tiheme briefly. In the literature section an overview of
HRM, SHRM and HRM transformation literature is presented. In the research method
section the case company and research methodgrauced In the findings section

all the results gathered from teenpirical study are presented and analyzed. Finally,

in the discussion section the findings are interpreted and compared to the existing lit-
erature. As a result of this study three propositions are presented and future research

topics are identified.

1.1 Background for Research

The husiness environment &nd has beeanderconstant changén the current era,
the pace othange ionly expected t@ccelerateSomeof the megatrendghat have
and will continue to affect the current business environraentlesribed agylobali-

zation, technology developmanrtdshiftfrom products to services.

Globalizationhas made all markets and accessible resources in the world available for
everybodythrough increased mobility and acceBkis has increased and will contéu

to increase the level of competitiowhen isolated local markets slowly disappear
Globalization has also made the competition for scarce resources even fiercer, when
the access to them is not restrictedertaingeographicallyestricted pool of cong

nies

Technology developmehtas changed the business world in multiple w&ysera-
tional efficiency has increasessmany trivialwork functions have been automatized.
With the increased efficiency and removal of repetitive wibwdk workleft for humans
has become more demandifthe neededskillsetstend tocombine industry specific

skills combined with technology skills, whexll work is becomingto some extent



relatedto technology. Technology has also contributed to increased globalization, di-
minishing the significance of geographical distances by introduction of interactive

communication tools.

Shift from products to services an undoubted trend across indust(Bsechler &
Woodward 2009)Human vork is in general starting to focus dmowledgebased
services. In developed countries, nearly 80% of work is in the service séditar
Spohrer et al. 20077 hisshift is also derived from technological advancements, which
enable the production of physical products with considerably smaller amount of hu-

man resources.

In order for companies to survive and thrive in tiesv environment, rapid change is
required. According tdartlett & Ghoshal (2002the keys to success ihe current

game are speed, flexibility and constant-seffewal. While thee factors seem inde-
pendent to each other, they are actually derived from the same source: motivated and

skilled workforce

Behind all business competition israce to acquire the key resouraeguiredfor
success. According tvery popular Resource Bad View to competitive advantage,
sustained competitive advantage is only achieved throegghurces which are valua-
ble, rare, inimitable and nesubstitutabléBarney 1991)The resources competed for
have changgthroughout the years, and they can be tangilg. (noneyproduction
equipment, land, contractdjcense$} or intangible ¢€.g. organization -culture,

knowledge trust).

The key resources in organizations have
funding crisis was theajor eventhat brought up thattras f or me d I@&0O f r o
C 0 unt ehgdly straiegiclly to the CEO(Zorn 2004) CIO has seen his role
change in previous years as technology hasrbedbe essential to success for most
companiegChun & Mooney 2009)CFOs and ClOs have been made important by the

change irthe business environment.

In the current eraa fight for new scarceresource is goingp shape the sictures of
organi zatwiaongorinTlaeé ent 0. achossindidate, the com-v i o u

petition for talent is going to increase in the same time as the pool of suitable talent is



going to shrinkdue to decreasing birthrates in developed counffies all happens
at the sene moment when knowleddmsed work gets cotastly more complicated,
requiring new very skilled talent.

TREND EFFECT RESULT

Globalization

More demand for

suitable talent
Increased
competition for
talent
! .
! Less suitable talent
H available

,l'

I
From products to  }

services

Technology
development

Figure 1: Framework presenting trends resulting in increased competition for talent

ATwear for t al e nimpbrtasceofjHymas ResdulteaManageiment in
companies is destined to change. The days of casual administrativeHi®éumiction
are overHR functionneeds to adopt a role as a strategic partngredEO, bracing
the organization for the ongoing and only toughening wathlebest taént. In his
fight, the Chief of HRhas every reason to become/eryimportantdecison maker

anda straegic force in an organization, likeFO5 and CIG.s

Tablel: Comparison of Administrative arftrategic HRM

Dimension Administrative HRM Strate gic HRM

OPERATIONS Transactonal, r-esponswe and Change initiator, proactive
reactive

HORIZON Short-term Long term

ACCOUNTABILITY Cost center Investment

RESPONSIBLITY FOR HRM HR specialists HR specialists + Line manag

CONTROL Bureacratic roles & policies  Broad and flexible operation



1.2 Importance of HRM T ransformation

Although there isiclear call for HR functiono climb in theorganizatiorranking and

take a strategiand more centrable, thelower than expected adopticf Strategic

HRM practiceshas surprised the academic woi(dawler 11l & Mohrman 2003)

While there are companies with highly skilled aBttategic HRMpractices most
companies still see their HR functioais administrative supporting functiodslarge

body of research proves the libketweenStrategic HRMpractices anén organiza-

tiond Bnancial success, but even this proof has not acceleratedti adoptiomf

Strategic HRMMost companiesthditave tried t o r enmlehavet hei 1
failed to do so(Beer 1997)

Even when the rising importance of HRM has been understbeckareonly a very

limited number obtudiesrelated taheactual implementation of SHRM. The obvious
questionofild w d o we igpeacticallyrusanssvé@ddochan & Dyer (2001)

argue thaa great deal of research effort Haesen usedh describing the role that HR
functioncan take and its impact on business performaresgnickHall et al.(2009)

see that the academic worldgust nowbeginning to focus more dheimplementation
issuesi As yet, however, there has betan | it
tegic HRM and identify relationships between the factors that impact on the transi-

t i o(8heehan 2005)



From Administrative to Strategic Human Resource Management —
Ilustration of the Transformation

Traditional Human Resources Transformation New Human Resources Management
Management
ACTIVITIES ACTIVITIES
. i Change in . . Strategic
Administrative Processes Administrative Human
RHuman RHuman .l. Resources
esources esources Management
Management Management (SHRM)
Change in
CHARACTERISTICS Responsibilities CHARACTERISTICS

¥ HRM viewed as HR-unit’s issue

v" HRM viewed as a business supporting
activity

¥ HR —function isolated from organization

v" Surrounding organization not takin part in
HRM issues

v KPI’s related to administrative issues

¥ No long term view

v HRM viewed as whole organization’s issue

v' HRM viewed as key success factor in the
organization

v" Administrative HR issues distributed to
whole organization AND/OR outsourced

v" HR -units focus on Strategic HRM

v KPI’s linked to business success

v" Highly long term view

Change in
Thinking

Figure 2: From Administrative t&trategic HRM lllustration of the Transformation

While a lot of emphsis has beeon the Strategic role that HEnction needs to take,

the more practical side of HRM goes unnoticed. Accordii@eer(1997)HR function

needs to shed its administraivde to become strategic. According to Ulrich (1997)
more HRM work falls into the hands of the organization and line managers. There is
still a very limitedamount ofresearclon how thisHRM change of focus is actually
implemented. Also very few studiésok atwhat parts of administrative work should

be transferred to the organization, and how the transfer of workload can be success-

fully accomplished.

The otherissuethat afew research papers suggastthat oftenthe realizedSHRM
practicesmight be very differentfrom the intended practices. More focus should be
emphasized otheimplementation and evaluatinge actual practices in place, rather

than focusingn thetarget mode{LengnickHall et al. 2009)

A few scholars have compared companies and determined what factors peedict th
company havingtrategic HRMcapabilities (Lawler 11l & Mohrman 2003; Lengnick

Hall et al. 2009)in addition,a coupleof clear issues and roadioks for successful
HRM integration have beedentified The literature regarding issues and challenges
in HRM transformation is rather undtrvelopeccompared to the impact of the issue.

Overall, there is demand in the literature to develop understairdthg intersection



of HRM and strategic managemddilen & Wright 2007) The twoliteraturefields
have developed itheir own silosin part due to HRM researclsarften having limited
strategyexperience and strategy researchers seldom havbagkground in HRM
(LengnickHall & Lengnick-Hall 1988)

1.3 Research Goals andQuestions

The objectiveof this researcls to study, what factors make or breaBH#RM trans-
formation processrhis studylooks at the HRM transformatiofiom a strategic man-
agement perspective, looking the HRM transformation on the company level as a
strategy implementation project.

This study seeks to identify the implementation success faambdrbarrier®f imple-
ment i ng HRstrategimpartner colkased on existinglRM researchAs an
addition to HRM research, this study also identifieseric strategy implementation
issues that can be relevant in this type of transformation prddesstudy alsseeks
to introduce a framework to analyze and appra@gcm specific HRM transformation
process, by modelling thmirrentand target HRMLn theempirical research, we study
what arethe actual factorsvithin HR function and the whole organizatitmt have
an effect on th&trategic HRMimplementation projecfThe study is conductegkclu-

sively in the case company context.

The focus of thistudy is inthe case company, but thresultsof this study maybe
generalized to other companigmt havesimilar characteristicandare in a similar
situation To presentthe contextof the study an analysis ofthe case compariy s
HRM®& surrent and taget roleis conductedTo support the study, a new literature

framework is developed for analyzing
The main research question of this studipmnulated:
1 How to transform HRM tdtrategic HRMsuccessfully

The study seekto answer the main research question through thssarclsub-ques-

tions:

1 What is the current role anbletarget role of HRM in the case comp&ny

t



1 What are the success factors and barriersStaategic HRMtransformation
identified by the literatur@
T Whatare thesuccess factors and barriers for HRM transformation in the case

companycontext?

First, the current role andhe target role of HRM in the case company is analyzed.
Using the information from thianalysis, a reference point for the transfororais

set. Also, communicating the current and target role of HRM to the organization is
important b avoid lack of consensus amathg top management team, which often is
the main silent killer ok change procegssioia & Chittipeddi 1991)For future re-
search, the analysid the case comparty $iRM provides a good comparison point

and places the study theappropriate context.

Secondy, the study aims to identify success factors and barriers for HRM transfor-
mation in the HRM literature, but also employs strategic managempl@mentation
literature. The different barriers and success factors are grouped and divide® into

functionleveland organization level factors.

In thequalitativeempirical part of the study, HRM transformation success factors and
barriers are iderfied in the case company conteXhese identified factors are then
compared to the factors identified by HRM literature and strategy implementation lit-
erature. The goal of the empirical part of the study is to identify which factors or groups
of factors fay a significant role inthe HRM transformationThe interest of the study

is to compare the factors found by both schools of literature, strategy implementation
and HRM, and see hothke factors found by both literaturaee in line withempirical
findings. There is also a possibility to find new factonidentified by both HRM and

strategy implementation research.

1.4 Research Methods and fategy

The researclis conducted as gualitative single case studyThe research methods
were chosen tauit best thenature ofthis research topicAccording toEisenhardt
(1989) a case study is focused on developing theory by understanding the deep dy-
namics in sigle case setting. Various data collection methods can be used in a case

study, but in this case qualitative data gathering with -stmctured interviews was



perceivedo be the best methddr insightful data collection.

Thecase study process is operldterative in its nature. The research questaught

to be more loosely formulated, atfieresearcher should be open for new unexpected
findings to emerge from the data. Still, research questions are important in a case study
to guide the study and nmi&iin general focus on the topic. The research questions can
be reformulated, if the data suggests this necessary. Overall, the process of analysis
should be very iterative, building on ideas and looking at data through various unbi-
ased and predeterminezhkes(Eisenhardt 1989)

Case studies are usually conducteadthgosing case studies that aréhersimilar or

extend the current theory ba@&senhardt 1989)n this researchsingle case study
methodwas chosen to bie bestalternative si nce t he case comp
thought to be unique and worth the deepestsible understanding amestigation.

To obtain iformation about deviant cases,single casetady is a weljustified
method(Flyvbjerg 2006) According toFlyvbjerg 2006) it is acommon mispercep-

tion that you cannot generalize framsingle case study single casestudy can be a

great contributor to theory development and its gdzat@n. It can also be notebat
generalization itself is overall overrated ashét | i ver i ng Ai lidvernst r at
underrated in the world of scienc&lyvbjerg 2006)

1.5 Execution of the Reseach Strategy

This master thesis process started by identifying the topic and finding the suitable re-
search method. Single case study was chosen as the method best suited for the topic.
Before identifing concrete research questioaghorough analysis of the literature
regarding the topic was conductddhe literature review development was started be-

fore thedata collection, while no hypothesis based on the literature wereanhsuk

point. After this, loose research questions were set uplaeémpirical research was

started

Collectionof the datavas started in the midst of literature review developrmettal
of 14 interviewswith case company executivegre conducted during September and

October 2015The open interviews lasted betweer@Dminutes, based on how much



the interviewee had to say about the topics being discussed. All intewenegec-
ordedand laterfully transcribed

The empirical data was analyzed, and themes emergingtfre data were identified.
This data guided the further literature development and the final formulatibre of
research question3he literature review was designedlie an introduction to the
human resources management literature, waie reachingleepeto present the lit-
erature closely related to the research question.

Finally, theempirical data results were reported and hypothesis badbd data were
formulated. In discussions and conclusions, the hypothesis are comp#reetist-
ing literature. Managerial and theoretical implicatiansre identified and expressed
in the last part of study.

1.6 Terminology and Concepts

Human Capital: The skills, knowledge and experience possessethindividual or
agroup ofpeople viewed as a value to ongiaation or company

HR, Human ResourcesThe personndhat work for the organization or company

Human Resources Mnagement HRM: The processes and activities thdiusiness
or an organizationemployswhenmanaging its peopleConfusingly,HRM is some-

timesreferredsimply as HR.

Administrative Human Resources dhagement: The processes and activities of
managing organizationds peopl e vichdayl e

operations and serving other functions.

Strategic Human Resources dhagemat, Strategic HRM SHRM: The processes
and activities, where human resourcesaa@agedctivelyin a way that they support
long-term business goals and business stratétien employing SHRM practices, the

HR function is viewed aa strategic busiess pgner in an organization.

HR function, HR department HR Unit: The department/unit in the organization re-
sponsible for all issues related to human resources managéloefisingly, sme-

times referred just as HRM or HR.

1C
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Figure 3: HR-related terms and their connection to each other
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2 LITERATURE REVIEW

2.1 Human Resources

2.1.1Resource Based ¥w and Human Resources

To understand the importance and relevance of human resources in any organization,
alink to anorganizatio® success and cqatitive advantage needs to be madee
Resource Basedi®w of the firm is one of the most popular theoretical perspectives

to organization strategy and performarBarney 1991pand it is one of the most pop-

ular frameworks to justify the importance and value of humarurees The Resource

Based \few focuseson firm resources, and identifies them asdbeesource of sus-

tained competitive advantage. Compared to other approaches to strategic management,
resource based view is centered on the organizeadtber than therevironment.

The idea behind resources based view is that sustained competitive advantage exists
only when competitors cannot replicate the sucfeigpman & Rumét 1982) The
resources leading to sustained competitive advantage have been thus identified by Bar-
ney (1991)as valuable, rare, inimitablepnsubstitutable. Only resources matching

the VRIN criteria are thought to result in sustained cditipe advantage.

According to Wright et ak1993) Human resources can match thelMRriteria and
potentially be a source of sustained competitive advantage. Regarding Human Re-
source Management the situation is more complex. Since human capital is freely trans-
ferrable, sustained competitive advantage cannot be bought by hiring theldmetst

The competitive advantage stems from development and alignment of employees in-
ternally, and through systems that elicit beneficial behavior in emplof#&eght et

al. 1994) Chadwick & Dabu2009)argue that the human resources relationship with
competitive advantage more complex than Resource BasaeMVsuggestsHuman
resources are only strategic (1) when they drive Ricardian rents, (2) when they are part
of a system thaproduces Ricardian rents ) whenthey produce entrepreneurial
rents. Ricardian rent is a result from leveraging scarcamaable valuake resources

while entrepreneurial rents result from unique abilities to react to market change and
opportunities(Chadwick & Dabu 2009)

In the theoretical literature and business world itvinggly been accepted, that human
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resource management practitese the opportunity to lead to sustained competitive
advantage and eventually enhance economic performance of the orgaiiizaseld
1995) According toBarney & Wright(1997)human resource managers skdoseek

to always try to develop resourdbst match the VRIN criteria, while still not ignoring
the resources that do not qualify as VRIN.

2.1.2Dynamic Capabilities and Human Resources

Recentlytheemphasis has shifted from static resourceébdorganizatt n 6 s ab i | i t
react and develop rapidly in dynamic environment. The resource based view has
proved not to explaia situation where companies have sustained successdn-

stantly and rapidly changing environmé¢Bisenhardt & Martin 2000)Regarding hu-

man resourcge dynamic capabilities view shifts the emphasis on the processes such as
Human resources management and configuration rather than on the independent value

of human resources.

Introduced byTeece et ak1997)Dynamic capability theory puts the emphasistbe
abiitytoc hange. Dynamic capabilities are de
resources specifically the processes to integrate, configure, gain and release re-

sourced to match and even create marke ¢ h érsenleacdt & Martin 2000)

The issues and factors related to dynamic capability stem almost completely from hu-
man architecture of the compafWright et al. 2001)This factor puts the HR systems

and HRM in the center of dynamic capability theory. Accordingeece et a1997)
acquiring skils, managing of knowldge and facilitating development and learning
become extremely strategic issues when they are seen as the resource of competitive

advantage.

2.2 Human Resources Management
2.2.1The Evolution of Human Resource Management &nction

It is important to understand theodwtion ofthe HR function in organizations. The

role of the function has developed as the business environment and megatrends have
shaped the competitive landscape and environrretite developmemiathoftheHR

function HRM was first mostly concerndtiat therearea sufficient amount of work-

ers with sufficient skills itheright place atheright time.The key ofhuman resource
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managemenat the timewas to ensure that workers are qualified and motivated to

complete organizations goa{sengnickHall et al. 2009)

With the introduction oftrategic HRMHR functionhas been shiéd to a new role:
managing and developing humaapital while taking care of the organizations com-
petitive performance. This shift has resulted in drastic changes in the everyday work
of HR departmenas well as in the skills needé&al work inHRM. (LengnickHall et

al. 2009)

According toWright et al.(1993)Investments in Human resources should be consid-
ered as capital investments, since they have the saswepragreater potentiahan

othe capital investments.

Table2: The evolving role of Human Resources (Bartlett & Ghoshal 2002)

The Evolving Role of Human Resources

Competition for Products Competition for Resource Competition for Talent an
and Markets and Competencies Dreams

PERSPECTIVE People viewed as factors People viewed as valuab People viewed as "talen

ON EMPLOYEES production resources investors"

HR'S ROLE IN . .

STRATEGY Implementation, support Contributory Central

KEY HR Administering of Aligning resources and Building human capital as

ACTIVITY recrutiment, training and  capabilties to achieve core source of competitiv
benefits strategic intent advantage

Boxall et al. (2007divide HRM in to three major subfields: Micro HRIBtrategic
HRM and international HRM. Micro HRM involves everything related to managing
people and workStrategic HRMs involved around HR strategies and their measure-
ment. International HRM covers everything related to managing a-nailonal
workforce. In some other divisions, international HRM falls ungategic HRM
(Boxall et al. 2007)
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In many traditionalarger organizationsHR function is viewed mobt as an inde-
pendent and isolated functiowhile otherthe surroundingrganizationoutside HR
functionfeels no responsibility of HRM related woikarsen & Brewste(2003)see

that the increasing trend is to n@RM work to the surrounding organization spe-
cifically to line managers. The sourcing of HRM responsibility has both upsides and
downsides. The line managers might not feel or be competent to handle HR related
issues and HR function mighe afraid tdose control and visibility to HRMRenwick

2003; Whittaker & Marchington 2003lx is still evident, that without central organi-

zational involvement, HR functiocannotplay a strategic role.

2.2.2Human ResourceManagement Role and Bcus

Asthe ned for adifferent kind ofHuman resource manageméas surfaced, the role
of HR function needs to change as wé&lhe recent changeom administrativeHRM
towardsmore strategidHRM is a challenge HR function needs to figure.dtts
though argued bylrich (1997) that without successfiddministrative HRM opera-
tions HR functioncannot achieve strategic role. HR functioneeds to balance old
and new roles,ra constantly stretcits resources. It is also argued by many scholars,
that HRM responsibility neexdto be distributed tthe surroundingrganization in or-

der to freeresourcegor the HR function to act in itsiew strategic roléUIrich 1997)

Strategic Focus

Strategic Change
Partner Agent
Systems People
Administrative Employee
Expert Champion

Operational Focus

Figure 4: A framework for identifying HRM focus areas (Ulrich 1997)
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Ulrichds (1997) fr amewor lofdifaemt HRMfocase e n
areas and dimensiong/hile all focus areashould be paid attention to, Rin an
organizationcan and should tilt towardspreferred and intended role is clear, that

it is nearly impossible to maximize presence on all focaasarwhich means that de-

cisions need to be made.

How can HR functiorthen assume new roles with same resources? Ulrich (3997)
gues that in a trend where HR&becoming strategic, more work falls into the and
of line managersAlso LengnickHall et al.(2009) argue that noistrategic work of

HRM can &ad should be easily outsourced in case of limited resources.

2.2.3Strategic Human Resource Management

Strategic Human Resource Management (SHRM) is a newtknmg focusediiew to
traditional HR management. Thkey of SHRM isto manage humacapitalin a way
that supportthec 0 mp abugmnésstrategy Rather thafocusingon day-to-dayad-
ministrativepeople management issues, 8teategic HRMfocuses on sues such as
long-term personnel managemgpianningtalentsupply andlemand for future needs,
organkationalstructures, values, culture and commitm&ater(1997)suggesthatin

orderto HR functionto be $rategic, itheeds to shed its current administrative role.

The sheddingf the administrative role is still usually not gasince there is a long
tradition in many organizations to burddgr® HRunit with all noroperational issues.

As Ulrich (1997)points out, that in order for HEnit to act strategically, line managers
and the srrounding organization need to take a larger role in handling administrative

issues. Overall, the administrative HRM work is not disappearing from the organiza-

tion; it just should be increasingly automatized, outsourced and spread out to the whole

organiation.

1€
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From Administrative to Strategic Human Resource Management —
Transformation in roles and responsibilities

Traditional Human Resources Transformation New Human Resources Management
Management
ACTIVITIES ACTIVITIES
. i Change in . . Strategic
Administrative B Administrative i
RHuman RHuman + R ——
esources esources Management
Management Management (SHRM)
Change in
HRM RESPONSIBILITY Responsibilities HRM RESPONSIBILITY
HR Unit Change in Organization + HR Unit
Thinking

Figure 5. From Administrative tdtrategic HRM Transformation in Roles andeR
sponsibilities

In the literature,a few key elements differentiate SHRM research from traditional
HRM researchFirst, Strategic HRMooks atHRM practices as solutions to business
problems, rather thaavaluatingHRM practice performance in isolation. Sectnd
Strategic HRMis all aboutthe whole organizations performance rather thamdi-
vidual ora group performancéecker & Huselid 2006)The najority of SHRM lit-
erature is published after the 1980606s,
as far as 1920 when firms intentionally adoptablor pracices to get strategic ad-
vantaggLengnickHall et al. 2009)

The major part of SHRM literature focuses on the nature of HR architectureiafFhe
jority of discussionis concerned with single practices versus systéopic and defin-

ing themost appropriate variables for measurenwrduccessThe guding thought

of SHRM is thatthe right kind of HR system results in superior workforce acquire-
ment, development and retention, whichum results ina superior operational per-
formance of the organizatiott can be argued, that HR system is one of thstm

strategically important aspects of the organizatiBecker & Huselid 2006)

The major debate among SHRids beefi F ivdrsosi Be st RliscassionThe e 0
fit perspective lookat individual HRM practices and their suitability internally and

externally toanindividual company and its strategy, whilee best practice view sees
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thatthere are industry wide besRM practices that will yield financial benefits when
correctly employed(Huselid 1995; Lengnicidall et al. 2009)

Table3: Forms of HRM fit (Guest 1997)

Forms of HRM fit

Criterion specific Criterion free
INTERNAL Fit to an ideal set of practices Fir as gestalt
EXTERNAL Fit as strategic interaction Fit as contingency

Guest(1997)takes defininghe optimalHRM fit discussion further, by dividingleal
HRM fit to four different categories based on two dimensions: Inteeralisexternal

andcriterion specificversuscriterion free.

Fit as contingencyis anapproach that views that HRM that is able to adapt and re-
spond quickly to external factors wilerformbetter. The external factors mighe for
example changes in the marlsgtuation legislationor competition For each external
change there should be a reaction based on HR p@Bcyest 1997)

Fit as gestaltapproach suggests, thhe best HRM can be found by combining the
best suitable combination of HR practic
needs. This view implies that there might be -neplicable elements in HRM that

might support sustainable competitive advanté@eest 1997)

Fit as bundlesapproachis similar to Fit as gestaltiew, but it suggest that best HRM
results will be achieved by employing appropriate set of HRM practice buRaldeer
than looking as HR practices as individually, they should be viewed as bundles that

mat ch certain oGugsal®97y ati onds needs.

Fit as an idealset of practices suggesthat t here i s a univers
HRM practiceso, that all (Guesgl®37) zati ons

Fit as strategic integratioms based on the ideébat HRM needs to respond to external
changes, but there is alwagstrategic choice in the direction. This is where HR strat-

egy should guide the decisiorf&uest 1997)
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2.2.4Human Resource Management Practices and Firm Performance

Multiple studies havstudiedindividual HRM practice andtheir effect on firm per-
formance. Studies include assessing factors affecting employee tu{@miton &
Tuttle 1986) productivity (CutcherGershenfeld 1991and fnancial Performance
(Schmidt et al. 1979)Studying the effect of HRM effect as a whole has been more
difficult, although various studies exists.

Financial Performance:

Table4: A sammary of research linking HRM and financial performance

Findings Author

Returns of investments to HRM practices are significant Cascio 1991, Flamholtz 19¢

Boudreau 1991, Schmidt,
One standard deviation increase in employee performance is equal to 40 Hunter, MacKenzie &
more of salary per employee Muldrow 1979, Becker &
Huselid 1992

Posttive link between formal selection process and overall extensive recr

Terpstra and Rozell 1993
procedures

Borman 1991, Gerhart &

Increased firm profitability through performance based compensation Mikovich 1992
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Productivity:

Table5: A sammary of research linking HRM and organization productivity

Findings Author
Firms emphasizing co-operation and dispute resolution in labor relations h
costs, less waste, better productivity, and better return to labor hours

Cutcher-Gerschenfeld 199

Katz, Kochan and Keefe

Innovative workpractices enhanced productivity 1987

Quality of worklife and existence of labor management teams increased Katx, Kochan and Gobeille
productivity 1983 and Schuster 1983

A link between employee training program adoption and productivity was

introduced Bartel 1994

Expanded recruiting effort increased productivity Holzer 1987

Gerhart & Mikovich 1992,

Link betw ti t d productivi d .
ink between compensation systems and productivity was made Weitzman & Kruse 1990

Employee turnover had important effect on productivity Brown & medoff 1978

As a conclusion, various studieave found a strong link betwafirm performance

and High Performance Work Practices. The major limitation withetbasdies ishat

it is impossible to determine if High Performance Work Practices actually result in
good performance or if well performing firms are just more likelyetmploy High
Performance Work Practice$iuselid 1995)

The i sstuce voefr sfiuFsi ABest practiceo has be
According tothe Fit view, thelevel of individual HR practice and their effect on firm
performance is rather irrelevant, since each piittice should be aligned to f moé s
strategyThele st practice view does not recoghni
are industry wide best practices faich HR practice. The universaéw is something

between these, trying to identify HR practices that need to be aligrtbé fiomo s
strategyand those that are universally beneficfaduselid 1995; Lengniciall et al.

2009)

Strategic HRMpracticesaffecting firm performance have been studied considerably
lessas a wholeHuselid (1995ktudied the effect of internal and extdrfibof HRM
practices and strategy but found only modest evidehttee link betweerfit andfirm

performance. He rather suggested that investnemtgividual HR practices provide
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better returnsSkaggs & Youndt (20049tuded 234 service organizations and found
strong evidence théit between strategic positioning of the firm and its human capital
yields superior profitsRodwell & Teo (2004 ktudied the adoption &trategic HRM
practices in noprofit and forprofit organizatios and found significant positive or-

ganizational performance relation in both.

2.3Human Resource Management transformation to &trategic
HRM

2.3.1Success Factorsmplementing Strategic Human Resource Management
Practices

Table6: A summary of success factors in achieving SHRM according HRM research

Success factor Author

HRM increased focus on planning, organizational development and desigrLawler & Mohrman (2003)

Efficient use of IT systems to build strategically valuable information Lawler & Mohrman (2003)

Organizational approaches that blur boundaries and unify teams: Rotatior

HR & Transfer HRM tasks to line Lawler & Mohrman (2003)

Head of HR with HR background Lawler & Mohrman (2003)
Focusing on Astrategic jobsod, no BeckegluHudeldy2006)n

HR manager in the management board Sheehan (2005)

HR functionis in a unique position in the organization, interacting with the whole
organization. In order to becomeatkgic, it is important for HR functictm focus on
planning, organizational develop and designLawler & Mohrmars (2003) study
increased focus on planning, organizational development aigndeorrelated with

succeshul strategic integration of HR unit

The efficient use of 13systemsand especially using them to build strategically valua-
ble informationwas seero correlate positively with HR unéchieving a strategic
role. This point isconnected tdhe previously presentduhrrier identified byKhan
(2014) as HRM not being able to communicate the strategic difference of HRM ac-
tions. (Lawler 11l & Mohrman 2003)

Thelread of gréuddsn HRE kelps in making HR functistrategicLawler

& Mohrman (2003) arguethat human capital management has such vast amount of
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aspects, that being able to coordinate all of them and align them with buamesss,
deep understanding and experience inMHIR well appreciatedAlthough overall
business experience is tight to enhance the odds of HR functim@tominga strate-
gic partner, adtal outsider of HR might have difficulty understandihgHR change.
Ideal combination in their view would be a candidate with both HR and business ex-

perierce.

Making HRM issues part of the whole orog
making HRM strategic. Being close to business ghbel the ultimate goal of HRM,

blurring the line betweethe line organiszatiorand the HR function and unifying
teamsand doing work rotation withing functions was fauto posively correlate the

HR functionbeing a strategic partnét.awler & Mohrman 2003)

Becker & Huselid(2006)think that mostHR functiors struggleto become strategic
because they invest their time an effort equally on everybody in the organiZéuggn.
argue,thatn or der to make an i mpact, Astrate
amount of resources need to be addressed to them and their development. The saying
Afempl oyees are our most imporant asset

equally invested in.

Sheehais (2005)studyindicates that having HR representation in management com-
mittee enhanced the ability for HB be involved, but it does not guarantéR func-

t i ostrabegic invotemen. In many caseit was not seethat even with management
board presence, HR function was not taking part in strategic decision ma&kisg.
was mostly reasoned with HR managgrersonalack of business understandirg.

is evident though, thah orderto HR functionto become strategithe HR manager
needs to havagood communication channel withe CEO and access to a#flevant

decision making data.

2.3.2Barriers of Implementing Strategic Human ResourcdManagement Rac-
tices
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Table7: Summary obarriersin achieving SHRM according HRM research

Barrier Author

Lack of business related competency among HR function Sheehan (2005)

Inability to identify and communicate when and where human capital mak
strategic difference. Inability to measure and analyze the impact of HR  Khan (2014)
programs

Lack of resources to take care of administrative functions as well as beir
strategic partnefthis can be tackled with outsourcing and efficient use
information systems)

Lawler & Mohrman (2003),
Beer (1997)

Inability of HRM personnel to play a strategic role, Inability to play role in tt Beer (1997), Lawler &
development and implementation of Corporate strategy Mohrman (2003)

CEOb6s Lack of HRM understanding Beer(1997)
HRM functionds |l egacy as a hur dl Beckerc Haseld (2096) n

Bartram et al. (2007),

Lack of top management consensus Lengnick-Hall et al. (2009)

The bkck of business related competencies among HR function makes it hard or im-
possible to connect HRM activities with business activittas.important to be famil-

iar with the genelldbusiness and functional areas indideorganization, to be able to
contribute strategically. To address this issue, work rotation for HRiessionals

outside HR uniis encouraged Sheehan 2005)

HR departmenimight have diffculty in measuringand analyzingthe impact of HR
related programs. This may lead to disrespect and lack of commitment in management,
where data driven decisiemaking is appreciated. HRM should seek to meathee
impact of all work, although it might kgfficult and something not done previously.
Other impact of measuring ikat resultscanbe communicated efficiently tihe or-

ganization to prove the importance of HRM wakhan 2a.4)

HR personneére usually burdened with basic operational issues, and there is no spare
time to devote to new initiatives. This is dangerous, and will most likely resthiein
Strategic HRMbeing not correctly implemented not implemented at dBeer 1997)

Lawler & Mohrman(2003) see this same issue, but also view outsourcing of non
strategic operations and eféat use of I'Tsystems as a solution to this probleu-.

rich (1997) argues that to solve this problem, the surrounding organization needs to
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take a strong role in operational HR issues and stop using HR department as a landfill

for all their problems.

Having the HR manager be a part of the management committee could be thought to

be a way to clearly involve HR in the decisima ki ng pr ocess. Shi
(2005)indicates that having HR representatio management committee enhanced

the ability for HR be involved, but it does not guaranteefHR n c tstrategicdirs
volvement In many cases was implied that HRnanagemwas not seen to be taking

part in the central decision making processes. Thismestly reasoned witthe HR

manageds lack of business understanding.

HRM personnel are traditi@lly from various backgroundsut generally,they lack
strategic management experience. This lackxpierience may lead to inability for
HRM personnel to plaa strategic rol€Beer 1997)Corporate stitegy issues are seen
as complexand overwhelming for HR personnel with no experience with them
(Lawler 111 & Mohrman 2003.

TheCEO6s | ack of HR Mgnificamtle hindertlee RIRM tramgsfore a n s
mation process. Althougthe CEO can say that HRM shoulak strategic, drastic
changes in HRM fundamentals such as splitting administration and HRM are some-
times too radicalThe CEO can significantly block the transformation with passive
resistance(Beer 1997)

Although all HRM leaders want to be strategic, they are easily caught with traditional
measurements of HR success, such as costhiioyee, to prove HRMgalue. There

is nothing wrong with these measurements themselves, but they easily drive the oper-
ations back to basics, where HR functismrmostlyseenas a cost centefBecker &
Huselid 2006)

There might bea different understanding and view 8frategic HRMamong leader-

ship, which can significantly undermine the transformation prog¢esgynickHall et

a.2009) AéSenior management team in | arge
samesog6 in relation to HR s Battametal, 2000)r act |
Bowen& Ostroff (2004) see thathe lack of consensus will most likely result in bad

performance inthe HRM implementation project.
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2.3.3Strategy Implementation Factors

Unlike the Strategic HRMresearch, in this studye look at attempted HRM change
also as a geme strategy implementation proje&ccordingtot hi s appraadny 6 s
theHRM transformation can be seen as an organization level strategy implementation
project, which means tha#le strategy implementation factoreed to be accounted

for.
HARD FACTORS
Organization structure
Administrative systems
MIXED FACTORS SOFT FACTORS
Implementation
tactics .
Strategy Executors 3§ Consgnsus Implementation
Formulation t Commitment outcome
Communication
MIXED FACTORS
Relationships among different units/departments
and different strategy levels
PHASE 1 PHASE 2 PHASE 3 PHASE 4
Pre- Organizing Managing Sustaining
implementation: —* implementation: —— implementation: —>  performance:
Gather viewpoints Ensure buy-in Foster collaboration Monitor results

Figure 6: A summary of strategy implementation focus points in strategy literature (Li
et al. 2010)

In Figure®, Li et al. (2010)illustrate and summarize the various focus points of strat-
egy implementation identified by the literatufdie various studies of the field look at
individual factors or combinatiaof multiple fadorsof implementationThe frame-
work combines all the factar#lustrates their connectivity to each other and presents

them ona strategy implementation timeline.

Strategy formulation is a key succdastor, since it results in strategic decisionsttha
will dramatically affect strategy implementation. Hard factors and soft factors affect
the implementation outcome. Within soft factors, executors drive for consensus and
commitment with the help of implementation tactics and communication. The three

catggories (hard factors, soft factors and mixed factors) are interconnected in multiple
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ways, which is not illustrated further in this graph. The four phasmsplementation
belowinfluence these three factors, as the organization ntbvesghthe implemen-
tation procesgMazzola & Kellermanns 2010)

Since there is such a vast amount of strategy implementation factors identifiad by v

lous researchthis studychooses to cit®eer & Eisenstat2000)and identifies and

presentsix root causes, thiési | ent kil l ers of strategyo
1. Top-down or laissezFaire Senior Managementy&
2. Unclear Strategies ar@onflicting Priorities
3. Poor Coordination Aross Functions, Businesses and Borders
4. Ineffective Senior Managemened@m
5. Poor Vertical Communication
6. Inadejuate Dowrthe-line Leadership Skills and &velopment

The senior management stygkould notbetoo relaxed (LaisseZaire) orcontrolling
(Top-down). An example of Laissedaire management can be top management dis-
comfort with conflict A sign of bp-down management can for example be a feeling
in management team meetirigatstrategic decisions have alrgaaeen made without

anyinput from below.(Beer & Eisenstat 2000)

Factors two and three, AUncl eairPosoorF at eg
dination across funct i onuallyinolued witheacls e s ¢
other.Poor coordination of stragly and functions can lead to various strategies, prior-

ities and functions to compete against each other for limited resoBesy. &
Eisenstat 2000)

An ineffective senior management team caa tesult of many issues. The most usual
problemis a power struggle, fich means that all managers holdtoand only think
about their own territories and businesses. Thissléatbeing afraid of all changleat

might undermine their own role and powiBeer & Eisenstat 2000)

Poor vertical communication stems usually friivafeelings on lower levels, that sen-
ior employees are not available for open discussions. Employees feggtitat the

senior managerdo not want to hear embarrassing issues and things that make them
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look bad.(Beer & Eisenstat 2000)

Inadequate dowtheline leadership sks and development ia result ofthe lack of
leadership coaching and training. This is also drivertheytop-down management
style, which concentrates decision making to higher levels andsleaver managers
without power and skill. Evidence of this usually topmanagement reasoning their
own strong decision making with a fact that lower level management dogsssesss
skills required to handle decisior{Beer & Eisenstat 2000)

. . Unclear Strategies Top-Down or
QUALI,TY OF LLsifints Seli and Conflicting ~ +—— Laissez-Faire Senior
DIRECTION Management Team ——
Priorities Management Style
QUALITY OF Poor Vertical
LEARNING Communication
Poor Coordination Inadequate Down-
QUALITY OF across Functions, the-Line Leadership
IMPLEMENTATION Businesses and Skills and
Borders Development

Figure 7: Six strategy killers and their interactiomith each other (Beer & Eisenstat
2000)

In figure 7,the strategymplementatiorkillers and their relationships are highlighted.
An ineffective senior management teantpp-down or laissedaire senior manage-
ment style and unclear strategies and coilicpriorities all affect each other. This
can create a vicious cycle that will lead to bad quality of direc{®eer & Eisenstat
2000)

Quality of learning is mostly affected pypor vertical communication, which is in turn
affected by unclear strategies and catifig priorities of the management. Quality of
implementation is directly affected by poor coordination aratiequatdeadership

skills. These agaimlso drive each other, and are related to issues in management
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Overall, it can be summarizedat mostf the strategy implementation factors origi-

nate from management issu@Beer & Eisenstat 2000)
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3 RESEARCH METHOD

3.1 CaseCompany Description

This studyp sase company Bira, amid-size Finnishconstruction company. Fira has

an innovative approach tbe construction indstry: Fira aims to continuously chal-

| enge the construction i nd#t&istlsoyfdardessly r ad.i
challenges itself and its clients to rethink and create better results togéthdras
grown significantly faster than the industn recent yearswhile also making a steady
profit. During the growth, Fira hasuccessfully introduced many newvelconeepts

to the Finnish construction business, includifty examplecommunity buildingand
allianceprojects.There are two main finaial factors that differentiate Fira from other
major construction companie$) Fira has a very light l@nce sheet; Fira does not
everown land or properties in the construction projects it takes p&t)n. Fdver-a 0 s
headcosts compared to revenue araang the highest in the industry.

Fira group consists of two companies: Tmmether company FiraOy, which was
founded in 2002and Fira PalveluOy (Fira Services) which was founded in 2010.

Fira Oy focuses odeveloping and implementing larger scalestaunction projects for

the private andhe public sectorFira Palvelt Oy is focused on deliveringipe reno-

vation services. The two separate companies operate with many shared resources in
the same dice space. For clarificationnithis study we handIEira group as a single

company, a combination of Fira Palvelut Oy and Fira Oy.
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Fira Revenue, Profit and People
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Figure 8: Fira Oy revenue, profit and personnel growth (Fira Oy 2015)

Figure8i |  ustrates Firads growth pardvénuesi nc e

and people has been very significant since 2009.

Firads history can be divided into 3 di
nesscharacteristicsFirawas foude d i n 2 0 OT2aditioRalc@nstractio, wria s
ongoing from 2002009.During thistime, Fira focusednostly in doing better con-
struction planning and work than the competitditse main core competence was ex-
pertise in construction work, which stemmed from long construction work history of

the founderskF i r a 6 s ¢ avasduilding soncrete pasking garages

Phas8elRyi &e whswmngbirdyfram@@2 0 1 4. Dur i ngcotehi s t
focus shifted from actualconstructionc o mp et enc e, to fAclient
developmentThis approach to construction Imess was rather unique in Finlaswld

turned out to be very successfhlra experienced significamtrganic and profitable
growthduring the time, achievinthe average compound annual growth rate (CAGR)

of 38% betweei20092014.1t was during this perithat Fira egan challenging tradi-

tional construction industry ways of operating.
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In 2015 Fira is in the beginning of Phas@3, mi ng t o t ake the con
tion in five yeas. The Phase 3 idescribed afPeoplecentritc. The agsnda f
3 comes from the realization h a t Firads pr acttheeomastimy onl
portant asset are the people working either for or with Fira. The growthi®ais

shifting from growing revenuect growingthe value of the companyn this phase,

Fi r ati@ategy is to take advantagetbé opportunitiesoffered bydigitalization, and

continue to question the fundamentals of construction industey.success factor of

this phase is estimated to be the extent to which Fira is able to positively engége itse

with various groups of people, most importantly its own employees.

Firads human resource management funct.
until 2015. Asis evident by the name of the unit, administration function has focused
more on the admistrative lawrequired issues related to human resources, than actual
human resource management. RecentlyHReunctionhas been founded as a sepa-

rate entity, with three fulltime employees.

The nextambitiousgrowth leap of the companyhas beemunderstod to requireHR
functionto develop its role and operations to the next level. The role of human re-
sources management increases significantly due to two main reasons: First, the in-
creasing number of staff requires systematic approach to human resounegge-ma
ment. Secondly, the competencies required to reach next level strategicagoals
scarce and hard to acquire, develop and maintain. Both of these factors suggest HRM
movingto a central and strategic role in the organization. It is expected, thattvitho
appropriate HRM development Fira will struggle to acquire and maintain competence
required to execute its strategy, which makes HRM development project a strategic

development project for the organization.

The HRM developmentowards strategic HRNs vieweda s a cr uci al pa
strategyand future. Thegquestiono f Ahow to get t htteHRO i s
project is Ilinked directly to Firads ne
transformation succsefll is not wellresearchedsothere is a strong demand to identify

the factors that have affecton the transformation.

3.2 Data Collection

31



The data was collected with sestructured interviewsFourteentop management
level personnel were interviewed, each interview lasting betweend6Gminutes.

The details of the interviewseapresented in the table below.

Table8: Details of interviews conducted

. L Interview  Interview
Code Name Title Organization

date duration
H1 Vile Wikstrém Sales Director Fira Palvelut 29.9.2015  0:47:35
H2 Antti Kauppila Shared Service Center Manager Fira 29.9.2015 0:51:40
H3 Jaakko Vitanen CDO Fira Palvelut 29.9.2015 0:51.01
H4 Jari Koivu COO (Production) Fira 29.9.2015 0:58:01
H5 Henry Salo Head of Business, Residential Development Fira 1.10.2015  0:36:07
H6 Sami Kokkonen CEO Fira Palvelut 5.10.2015  1.00:27
H7 LauriKaunisvita  Head of Business, Verstas Fira 5.10.2015 0:3849
H8 Miska Eriksson Executive Vice President Fira 5.10.2015 0:44:08
H9 Juhani Vanhala Chairman of the Board Fira 6.10.2015 057.01
H10 Jussi Aho CEO Fira 8.10.2015 0:39:31
H11 Otto Alhava CDO Fira 9.10.2015 04244
H12 Juha Koskinen Procurement Manager Fira 9.10.2015 046:35
H13 TopiLaine Cost Accounting Manager Fira 13.10.2015 0:33:25
H14 Annabella Haavisto Head of Finance and Accounting Fira 19.10.2015 05753

Top management personnel were selected for interviews for a few reasonghégirst,
top-level management hastensive experience with the organization and this way
more insight into HRM related issues at the case company. Sgcorahy interview-

ees hava long history in various management positions, and thus insight into various
roles of HRM. Thirdly, the toplevel management is expected to have a more holistic

view tothewhole organization and HR function

The interviews were conductedtirec a s e ¢ s hegdquarter8 and each interview
was recorded. Each person was interviewed individaaltyonly duringone occasion.
The nterviewees received the interviagenda (Appendix | & Ilpeforehand while
still most intervieweesad not hadime to go through the questions before the inter-
view in detail.All the interviews were conducted in Finnish language,rtative lan-

guage of all the interviewees. This was expected to resalticher dialogue.

Each interview was started with short introductions argthort presentationf the
study and the subject. Thaerview agenda was divided into loosely structuhednes

the following way:
1 Intervieweds background and rola the case company
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Strategic direction
HR functionrole

HRM transformation

= =| =4 4

Reflecting HRM and own role at the organization

Each theme had-2 very open questions. Each question h&dsiibtopis listed under

them that served aschecklist for the interviewer to make sure all major topiese
covered. The subtopics also served as conversstaoiers, in case the interviewee did

not have anything to say to the broad open questidhe @erall interview agenda

was used more as a guide for the interview to spark open discussion on subjects that
the interviewednad themost to say about

The first questions of the interview we
in the case company hese questions were considered as warm up queshibit)

were used to adjust the later questions to focus mostly on issues that the interviewee
would havethe most insightAfter this part ofthe interview, the concept of human
resource management aite terms related tohe subject were briefly gone through

in casethere was a possibilithat the interviewee was not familiar with them.

3.3 Analysis

Thematic analysis was used to analfzeinterview material. First, laof the inter-
views were fully tranggbed After this, the whole interview material wsgstemically
read throup andthemed under a few paetermined themebtRM current role HRM

target role HRM implementation success factors, HRM implementation barriers.

The data analysis followed abductiveprocess of systematic combining of theoreti-
cal knowledge and insight from the cd8ribois & Gadde 2002; Dubois & Gibbert
2010) The systematic combining method is best suited for cases aimewe phe-
nomenon needs to leeplyunderstood and new theoryis expectedo emerge In
the processthe literature and current theaayealways playing in the backgrouas
comparison poirtanda foundation while the researcher is still not afraid to identify
new findings completely independent and contradictory ftoecurrer theoretical
frameworks(Dubois & Gadde 2002)
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After thefirst round of analysis, each tdpe v e | t h e was@rmlyzedairtdie r i a |
vidually. Under eachiop-leveltheme, sub themes wetentifiedbased on patterns in

the interview materialU | r i (£9B7)frmmeworkof four focus areas of HRM were

used agpredeterminedubthemes fothe HRM current role and target role themes.
During analyss, allHRM transformaibn success factor and barrteemeswerecat-

egorized taHR functioninternaland externathemesbefore further analysis.

After identifying the subthemesall meaningfulpointsrisen inthe interviewsunder
each subtheme were analyzed and translébedilar points were identified and
grouped in cases where two different versidigsnot result in any additional infor-
mation.The number ofeference®f each pointverecountedDirect quotes related to
thepoints were translated to English.

The empirical study was then comparedheliterature study, and the combined re-
sults werenterpreted. The guiding line was to answer research questioby iden-

tifying meaningfuland concrete answers from the results.
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4 FINDINGS

4.1 Description of Case @Wmpany HRM
4.1.1HRM Traditionally

To evaluate and understand the context of the case congraanalysis ofthe case
c 0 mp ahiRMavas conductedror all strategic change projects, iteissentiafor

the CEO andhe management teato understandther gani zat i onos nt
ment(Thomas & McDanieReuben R. 1990Understanding and interpretingsues
related tathe change process is the key activitytbé¢ CEO (andhe top management
team) in the beginning of strategic change projééisia & Chittipeddi 1991)
In this casewe see that it is importand understandhe current role thatiRM has
played in the organization until recentkrom the interviews, quotesgarding tradi-
tionalHRM operationsvere categorized under fodiRM themes: Strategic Focus vs.
Operational FocuandSystems vasPeople Each ategory ®talnumber of refegnces
and each quotesumber of referenceme displayed in table below.
Table9: CurrentHRM characteristics related to Ulrich (1997) focus areas
Themes Current HRM characteristics Number of mtgr\/lewees who
mentioned

STRATEGIC FOCUS 0
OPERATIONAL FOCUS 13

Lack of strategic resource planning 1

Lack of big picture 1

Basically no HR, just administration 2

Process focused and oriented 1

Focusing on law-required/administrative issues 7
SYSTEMS 6

Focus on system implementations 1

No role in human resources development 1

Distant to organization, lack of transparency 4
PEOPLE 2

HR recruiting focused 2
Strategic Focus
There was a mutual understanding amtmjnterviewees, thathe level of strategic
focus among FraHRM hasbeenldwot a singl e interviewee
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to have a strategic focu¥here were multiple quotes signalitige lack of strategic

focus. In this study these quotgsreinterpretedo signaloperatioml focusof HRM.
Operational Focus

The @erational focus of HRMas traditionally beethe strongest focus of Fivas
HRM. The focus was seen to be in law required and administrative issues (7 quotes).
The administrative issues have besenmportant, thabne interviewee describes the
situation the following way:

AOnly mandatory things have been t ak
ployee work contracts, salaries ate¥minating employee contraae accord-

ing to laws and regulationd ( H4)

Most of the irterviewees pointed othat Fira has not haalspecific human resource
management function, since thdras only been administratibmction that has han-

dled human resources related tasks. This is probably why two interviewees see that
Firahas not hatHRM at all

AWe practically havendét had human re

Other quotes included HRMckingstrategic resource planning aagiew of thebig
picture.In addition, HRM was seen as process focused and oriented by one inter-

viewee.

A T heehave been development projects and HR related systems have been
built, but to have a big picture of
had yet. o (HS8)

Al dondt think that we have strategic
an understandingf all the competences we would need, let atbaesome-

body would have thought about how to acquire thkem( H 3 )
Systems

There weresix quotes mentioning HRM as system focudedferenceshat signaled

thelack ofpeople focuswereinterpretedn this sudy as a sign afystem focusFour
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interviewees pointed out that th&R function isdistantto the organization ahat it

lacks transparency.
A HR f uhasbedn aather distant, not visible to organizatofiH7)

AHRM should be more integrated to atifienctions. Now | see it being uncon-

nected to the organizatian(H14)

People developmentvas seen as nesxistent by one interviewe&he interviewee
thought thaHuman resources developméasbeeraresponsibilityof the operational
resources rathehan of the actuafiR function This quote wasterpretedo support

a moresystems focuseable of HRM

AWhen | | actuaitheirdan fesour@es development was-agistent.
Recently here has beean little developmentbutpractically solely driven ¥
our oper at i on &uhctionkadbarelyh a é s@&n Yy Rr (bl4) e

People

Therewasonly one quote mentioned by twbtheinterviewees that supportédae HR
funct i onds p e o plhesintefveweasssandthatr tidR fenctionhas been

focusing orrecuiting, which can be thought @gople focused activity.

0The HROBSumotiieomas been extremely

or the otherto get salaries paid, hplin recruiting and keep registiseup to
date. o (H6)

Case companyHRM synthesis

To conclude, aiman resources managemanthe case comparhas been operational
and system focused, while obviously lackibgus onpeople andstrategyIn the fig-
ure below, the relative number of quotes regardangertain focus have been nuegul
on Ul r i doocus arealidrbivork.
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Strategic Focus

Strategic Change
Partner Agent
Systems ——— @ @ People
Administrai‘iug Employee
Expert . |/ Champion
.

Operational Focus

Figure 9: Current HRM characteristics mapped on Ulrich (1997) framework

Other remarkable pointegardingthe current HRM aresummarized in the following
table.
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Table10: Current HRM characteristics

Number of
Themes Current HRM characteristics interviewees
who mentioned

ROLE

HR function has had a very limited role in many HR related issues and projects
Minimum level of HR

Smaller firm (Fira previously) does not require strong HR function

Focus shifting through time, based on priorization of development

Not core, only supporting function

WkFE WN PP

PERFORMANCE
Basic processes are in place
Internal functions lagging behind Fira's growth
Quality of work rather moderate
Lack of constant measuring impact of decisions and actions
HR systems almost non-existent

PR RN R

CHARASTICS
Associated with one individual
Strongly commanded by one person

==

IMPACT ON ORGANIZATION
Missing organization level view to decisions
Felt as dragging down organization with processes
Not focusing on real organization pain points
HR basically not very visible to production employees

NN B -

RESOURCES
Lack of resources
Not right resources
Used outsourced partners for many tasks (eg. Recruiting)

N W

RESPECT
Not that respected
Respect is directly linked to value created to organization
HR not seen as strategic function
Equally respected compared to other supporting functions

Nl

Below are adw quoteshatsummarizeHR functionin the case company

A Of course there should htehemabeen a
source management. However, everything is always dependent on the devel-
opment phase of the company and how much resources can be committed at
that time. o (H14)

AWe need t o un HRfutiomsrelative to¢he compamyd o f
its phaseé. When this company was fo
ful of people workig around the same table, andth&m@sn o r ol e f or

The demand for systematic HRM increa
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The most mentioned quotesim the Tablel10 highlight themainreasonsvhy thecase
C 0 mp a ny odeveldp&Nnto its roleThree nterviewees mentionethat as a
growth companyf-ira has nopreviouslyneededastrong HRM The kck of resoures
in HR functionwas mentioned by thre intervieweesT hree people also saw thiR

functionnot being a core function in the case company.

4.1.2HRM Target Role

To understand and evaluate the change process, we alssdmeddow what the
characteristics aheideal HRMwould be.We conducted an analysis to identify peo-
pleds opinions of the ideal HRM i et he
one that was conducted t o mahpquotéseaiseda s e
by the interviewees were evaluated oarfdimensions: Straggc focus vs. Operational

focus andSystems vs. People. The following table highlights the quotes grouped by

ead dimension.

Table11l: ThetargetHRM characteristics related to Ulrich (1997) focus areas

Number of interviewees who

Themes Target HRM characteristics .
mentioned
STRATEGIC FOCUS 9
Taking part of business planning and decisions 3
Strategic thinking to HRM 4
Strategic thinking to resource planning and forecasting 1
OPERATIONAL FOCUS 4
Serve projects as a supporting function 1
Highest quality performance in basic HR activities and 3
SYSTEMS 3
Highest quality performance in basic HR activities and 3
PEOPLE 13
Helping people in their everyday worklife 1
More visible to organization 2
Systematically develop people's competence 6
Closer to people 4
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Strategic Focus

A total of nine quotes were related to Strategic focus dimenB@sed on the infor-
mation from the inteviews, it is clar that the HR functioshould act more strategi-
cally. The most raisetssue mentioned four timewas bringing strategic thinking to

human resource management.

AOf cour se we rheldRM strategically.ilf nvé& do adi loavet
theright peopleoc andét keep the right peopl e
a great business. o (H4)

ATheHRM should be extremely strategic. When we move closer to people and
think about leadership in generahe HRM is one of the most important is-
sues. 0 (H10)

A We n eathheHR tuncigonto think strategically, but on the other hand,
we reed to have the basic processes working. If either one is missing, we are

mi ssing a big piece of the puzzle. oo

Bringing grategic thinking to resource planning was issueraised pecifically by

one interviewee

A We s h o @& btrdteglt planeegarding what resources we naédr 12
monthsor after6 monthsWe need to think what kind of employees we need to
dewelop from our current employedshould be able to snap my fingetthe

HR functionand say that | need this kind @person to thisonstructionsite

in 4 months and get donejustlike that. That willpossiblynever happen, but

we should keefhisin mindas the ultimate goa(H4)
People

People dimension gatherdte most amount of quotes, thirteen in total. Systematically
developing peopl e thest rasednigsebeireg mergionad dyssixt h e

interviewees.

AThe n e vwheHRoflinetionis fo enable human resource development,

and facilitate theincreage ofthe competence levelhe HR functionshould
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constantly evaluate and monitor the development process of teams and indi-
vidual s. 0(H2)

AThe main function of HRM should be t
human resource competence, and work &niifly, develop and acquire.dt
(H11)

AWe have to |l ook at it t hissouldie@yhe hur
driver of everythingbecause if we do not have it, we are forever trapped
our current problemsndspendingall of ourtimesolving them ¢H9)

Another keyissueraised,was gettinghe HRM to move closer to people and the or-

ganization in general. Thissuewas mentioned by four interviewees.

AFi ra was p rdeward®ausiometsagdmownttge focus is to go
dowards peoplé.. Whatelse could be more important now than developing
theHRM operations and focusing on our

AConstruction industry companies are typicaligither especially people
friendlynori ndi vi dual focusedé | would per
ization wherethese issues are very important We t al k about f o
clients as individuals, but mayke should starconsideringour employees as

individualsaswell 6 ( H2)
Two interviewees demandedone visibility tothe HRM.
Operational Focus & Systems

With the high emphasis on strategic focus and people, there sdstithand to have
operational focus and excellence in basic operations. Three of the interviewees men-
tioned, that it is extremely important not to forget operational focus arehsystvhile

thegeneral direction is towards strategic thinking and people.

Al't i s i mportant to get the Heameré c op

visible tothe organization That is the right directiom ( H1 3)

A T hnérastructure ingood shapeandd operati ons runnin
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one goal for sure.o (H1)

HRM Target Role S/nthesis

To concludetheHRM target role is strategic and people focused. Taegstill mod-
erateoperational and systems foatmmponentswhich are of course important. time

figure below, the relative number of quotes regardmgertain focus have been
mapped on Ulrichdés HRM framewor k.

Strategic Focus

o
Strategic “Ghange
Partner Agent
Systems ® ‘___,:ZI People
Administrative -f"“EFr'r';;_".uloyee
Champion

Expert

Operational Focus

Figure10. The rigetHRM s har act eri sti cs mapped on U

Other themeshat emergedrom theinterviewsandtheir underlyingissuesare sum-

marized in the table below:
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Table12: Thecharacteristicof thetargetHRM

Number of
Themes Target HRM characteristics interviewees
who mentioned

ROLE

More than just a supporting function 3

More decision power/influence 3

HR should be core function of the organization 2

More resources to HR 1
PERFORMANCE

Constantly measuring of the effects of actions taken to solve issues 1

Identifying strategic competences and measuring their development in the organization 1

Alignment of personal and team rewards/targets to support company success 2
CHARASTICS

Associated with one individual 1

Strongly commanded by one person 1
IMPACT ON ORGANIZATION

Creating a culture that supports continuous people development. 3

Realizing the full potential of each individual. 2

Creating a culture that draws in and keeps industry's best people at Fira 3

Develop right kind of future oriented language and terms for the organization 1

Guide company culture development to right direction to "enabling culture” 1
ACITIVITIES

People friendly systems; No slowing unnatural or ineffictive new systems/processes 3

Develop continuous people/team development and measuring 3

Making traditional HR activities useless by creating a culture that draws in people 1

Develop a platform for best people to work with fira part time (Multiple earning streams) 1

Develop and clarify organizational roles and responsibilties 1

Focusing on fewer things at one time to increase efficiency and results 2

Enable workforce rotation and movement 3
RESPECT

Respect increases through results 1

To summarize, the following quotebaracterize thelRM6 &rget role:

Al f we t hi nkethelestin Burepe im aentdin this)gve reed to

get the best people to woftr us, from the construction industry anérom

ot her i ndustries as wel |l é 3dncaveragea nn o |
group of peopltheBRMisltdlere in te begtdalent ankb

develop our current people ( H2)

Aln this business everything

S

crea

are we not paying more attentionttiehuman resource management? In fact,

theHR functionshould be the most importannfic t i on i
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4.1.3HRM transformation process

In this st udy, the demands feHRE trangfoanmatyon is evidenihe
focus areaof thecurrent andhetarget HRM are highlightenh the graph below

Strategic Focus

/

Strategic . “Change

Partner / Agent

Systems B-meneeea- 00 People
Administrative . ‘-~ Employee
Expert ~_ |/ Champion

»

Operational Focus

_: Current HRM | _: Target HRM

Figurel. Current and target HRM mapped on Ul

What does this meafor the HRM transformation project? In the case company the
levels of strategic focusnd people focus were minimal at the time of the interviews.
Il n t he <case HRMraegiyfocas ahdgpeoplefocus oughtto be on a
relatively high level This mens that the level of changlemandedn thesedimen-
sionsis huge. The transformatigerocess is nothing but triviathen new focus and

competences need to be developetth wiinimal history and experience.

On the other handhe importance afystems and operational focus shoddarease.
Although it is given that HRM needs to play all roles and handle operational issues
and systems, it is evident that with limited resositcadeoffs need to be maddrich

1997)

4.2 The Key Factors of HRM Transformation

4.2.1The HR Functiond bnternal Success Bctors and Barriers
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f intamnal factarsafi@dingHRM transformation

:The HR

Tablel3
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HRM R esources

Most of the literaturedentified factorsthat hare animpact onthe HRM transfor-

mation projedd succeser failurear e r el at ed t ioternalcempétdR- f u n.
cies. This study found only a very small number factors that were related to the HR
funct i on 6 s Thisongpt betaeesudt of Ban the case company, whene

HR functionhas just recently acquiredlarge amount of new business competencies

and strategy expertise. HR competency issuebeareepossiblynot seen as an issue

for the case company.

ATher e needs tmoshowiag daectiorn, them thiggdlpge fors o
wardo (H10)

Communication

Communication is seen as important part othe HRM activities byboth literature
and this study. In totathreeinterviewees mentionesliccess factors and barri¢hat
are relatedo communicationOne interviewee saw a big risk in having uncld&M

communication

A We neednHRM sthategyehat & clearly communicated and under-
stood by everybody. The risk here is that we dbingtbut just keep on re-
peatinggh Peopl @ aroestou mportant gbkraseih o . I
so many companies and itjisst complete bullshit. In a way it is the truth, but

it does not mean anything if nobody actually means it or does anything about
it.o (H4)

HRM L eadership

HRM leadership iswot viewed as a large factor at tbese company, while literature

findsit to beamajor issue inheHRM transformation. Thigssueis probably resulted
bythesame phenomendhatresulted n HR functiondés interna
ing viewed as an is®. Thecase company alreadias aHR functionwith stronglead-

ershipand presence in the organization and this issue is not seen as a @btilem
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moment

AThe HRM devel op mamnportard eagendagtkahHemrias s u ¢
a member othe leadershp team was appointed to lead it. Before thi&&M

was notreally on the genda otheleadership boardd ( H4)
HRM Transformation Strategy

Actual strategy relatethctorsare the largest category BR functionrelatedfactors
found in this study. The huilding of a development path and strgetswere men-
tioned byfour intervieweesBased on thenterviews it waslear, that there isculture
of limited planning, which in this case was not seen as a positive factor in this project.
Two interviewees also méanedthatit is animportant success factof the change

project to develop HRM on a solid base.

ACertain things need to be in shape
example, when hatif the managemerieamdo not use development discus-
sions, itis completely useless to start talking about competence development

projects. We cannot buildpi f t he base is | eaking. o

AHRM s h o afew strétemiv main themes ftire next year andor the
year after that. For the long term we should havegeas only on a very general
level. It isbest to focus om few issues at a time, and also leave room fer ad

hoc i ssues and developmento (H7)

422The HR Funct i on 0 sactdsxahdeBarness | Success F
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Organization Culture

Organization culture was seenadarge factor in HRM transformation withtotal of
11 mentions irtheinterviews.The nain pointraised ,wasthe success factor of build-
ing openness/transpai@y to support change and interactidinis factor was men-
tioned by three interviewees.

ATransparency has al ways been our wh
a challenge, not just for HRM, but for all operations. How we interact, com-
municate and @nnectthe surrounding organization to ourwoik ( H1 4 )

Al s eteemostimparganissue that the whole organization keeps its own
work transparentsot hat ot her empl oyees can con
amore connected and open organizat®(H5)

Leadership & Management

Leadership and management factweseseen as very important. The mosgntioned
issue was thatthe o p | e ader s Aniegsénial sacuegspfactdiis faicter

was mentioned by seven interviewees.

AThe t op Inesa@alecangalrble inthe transformation, when we
are talking about things that are new, unclear and uncerféie bp manage-
ment needs to show strong leadership and avoid the organizatparatyze

inf ront of the uncertain future. o(H5)

A | textrersely important to get certain line managers and team leaders to
suppot and wunder st and t h ecamdt dorthge ehédngd h e
just by itself. o (H2)

AThe nheimamagentent board is extremely important in HRM develop-
ment. If HRM developmeis not ranked high on the agenda, it will not happen.
(H4)

Engaging in HRM

Engaging the whole organization in HRM activities was seen as the most important
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factor, mentioned 14 times by the interviewe&®e aganizational involvement in
HRM planning ad activities was seen ascore success factor. Inside this category,
themostpopular reference wabat input fortheHRM transformation should kgath-

eredorganization wide, while thactualdecisions should be made the HR unit

AThe i nputfrenthe ardadizatomyvmat isgoing well,whatneed
more development, andhat issuesHRM should focus on. We should create
that view together. But after that, HR functioan takeover andbe in charge

of theimplemeration ofthe chang® ( H7)

i Of urse we need tmvolve theorganization and get inpuor the HRM

change, buthowmuchwhouldl i st en t o peopllissalways ano
nice to talk and listen, but the people in the organization are not HR experts.
The HRM people need to evaleatif the things said by people make any

sense. 0
Business Rlated

There were a few business related barriers mentiondekbyerviewees. These issues
seemed as something that neittierorganization nothe HR functiorcan solve. The
impact of these ®ues is estimated to be ratkarall and they received only two men-

tions.

ADevel op me nis raated to aur busihBss model. If our business
model does develop, it does not support and offer new development opportuni-

ties for our employees. O

4.2.3The Overview of the HRM Transformation 6 Key Factors

To summarize the findings, the table belpmesents the total number of mentions by

category:
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Implementation Factor Mentions by Category

Figure 12. The numbeof HRM transformation fetor mentions by category

It is clear thatmostof the pointsraised by the interviewees are concentrated on HR
f u n c texteynal@astorsinside the HR functionthe strongest focus should be on
theHRM transformation strategynterestingly, factorsalated taHRM leadershi@and
HRM resourcesare the tw least mentionedategorieswhile they are seen aseaof

the most pressing issuestie HRM literature.

The Organization engagemenategoryreceived thdargestnumber of mentionsl4
in total. Thesecond largestategorywasLeadership and managemettitat receivel 3
mentionsin total Not far from theseategoriesvasOrganization culturewith atotal

of 11 mentionsBusiness relatethctors-category received only 2 mentions.
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