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The role of Human Resources in Strategy Formulation

Venet Shala

Abstract — Corporate strategy formulation is a very
important process and requires serious and careful
engagement. Any mistake in the first phase of strategic
management (formulation) will result in problems in the next
stages such as implementation and control.

Today, organizations of different sizes, small and medium,
and large, in the process of strategy formulation need the
involvement of qualified, competent and talented employees
that would influence the creation of a successful strategy.

However, the main problem in designing an unsuccessful
strategy lies in the fact that most companies in the process of
strategy development involve high level hierarchical levels and
consultants inside or outside the company, leaving aside most
of the human resources that contribute to the success of the
company.

Various literature has emphasized that strategy formulation
is an essential step in turning a company's vision and objectives
into reality. Therefore, the visionary leadership of companies
should be oriented towards giving more importance to human
resources during the process of strategy formulation and
involve any team member who can contribute to the realization
of organizational goals and organizational vision.

Through this paper we will present human resources at a
higher level in terms of importance and provide conclusions
and recommendations on how organizations today should
value these strategic resources and achieve competitive
advantage in the market.

In this paper we will give an overview of Kosovar
companies, the process of strategy formulation in these
companies and analyze how human resources are involved in
the process and what importance is given to them by the
company.

Index Terms — Strategy Formulation, Human Resources,
Vision and Objectives.

. INTRODUCTION

Strategy formulation is basically the planning and
strategy of the future [1]. Strategy implementation is a
process through which planned strategies are converted into
the real actions which focus on achieving the aims and
objectives of the organization [2]. Formulation, the second
phase in the strategic management process, produces a clear
set of recommendations, with supporting justification, that
revise as necessary the mission and objectives of the
organization, and supply the strategies for accomplishing
them. In formulation, we are trying to modify the current
objectives and strategies in ways to make the organization
more successful. This includes trying to create "sustainable"
competitive advantages — although most competitive
advantages are eroded steadily by the efforts of competitors
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There are three aspects or levels of strategy formulation,
each with a different focus, which need to be dealt with in
the formulation phase of strategic management. The three
sets of recommendations must be internally consistent and
fit together in a mutually supportive manner that forms an
integrated hierarchy of strategy, in the order given. These
levels of strategy formulation according to Rex C. Mitchell,
are as follow:

Corporate Level Strategy: In this aspect of strategy, we
are concerned with broad decisions about the total
organization's scope and direction. Basically, we consider
what changes should be made in our growth objective and
strategy for achieving it, the lines of business we are in, and
how these lines of business fit together. It is useful to think
of three components of corporate level strategy: (a) growth
or directional strategy (what should be our growth objective,
ranging from retrenchment through stability to varying
degrees of growth - and how do we accomplish this), (b)
portfolio strategy (what should be our portfolio of lines of
business, which implicitly requires reconsidering how much
concentration or diversification we should have), and (c)
parenting strategy (how we allocate resources and manage
capabilities and activities across the portfolio -- where do we
put special emphasis, and how much do we integrate our
various lines of business).

Competitive Strategy (often called Business Level
Strategy): This involves deciding how the company will
compete within each line of business (LOB) or strategic
business unit (SBU).

Functional Strategy: These more localized and shorter-
horizon strategies deal with how each functional area and
unit will carry out

its functional activities to be effective and maximize
resource productivity.

Strategic management is an important for each
organization because of their importance in improving the
organization's ability to solve problems and deal with it, to
take collective decisions, to optimize the use of resources
and possibilities, to achieve interaction with the external
environment and achieve greater profits and financial
returns that support the existence and continuation of the
institution in the long run.

The purpose of this research is to make an additional
contribution to how an organization can be developed by
efficiently engaging human resources in the strategy
formulation phase. Human resources strategic resources of a
business or organization, especially when they are
considered as an important asset. Therefore, increasing the
importance of human resources as one factor for the success
of the firm increases the importance of studying this specific
area and its implications in the formulation phase, as the
most important and difficult phase of Strategic
Management. This article is primarily aimed at exploring the
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nature of key human resource management, strategic
management process problems and how they can contribute
to a successful strategy formulation.

Il. SIGNIFICANCE OF THE STUDY

The importance of this article stems from the following:

1. The article will contribute to emphasizing the role
of human resources in the strategy formulation phase

2. The findings of this paper will assist senior
management and experts in strategic management to include
all hierarchical levels in the organizational strategy
formulation phase.

I1l. LITERATURE REVIEW

A. Nature of Strategic Management

Despite its importance, strategy formulation and strategy
implementation do not consistently guarantee high
organizational ~ performance. Even well managed
organization can sometimes hit capabilities for short periods
due to adverse conditions beyond the ability of management
to anticipate or respond to them. It is the responsibility of
management to regulate adverse conditions by undertaking
strategic safeguards and managerial approaches that can
overcome this phenomenon. However, the essence of good
strategy creation is to build a strong and flexible position to
ensure successful performance, despite unpredictable and
unexpected external factors [4]. Strategic management
always focuses on the intended purpose. The future is
always uncertain. Therefore, strategic decisions are always
incomplete and sometimes these are based on false
information. It may lead to further problems. The strategic
manager should always aim to achieve the organization's
predetermined goal. Further, organizations need to work
with brevity and variety. Thoughts must become actions.
Actions will lead to results. Outcome-driven action is a key
need at all times [5].

B. Human Resources Development

According to Armstrong [6], Human Resource
Management (HRM) is defined as a strategic and coherent
approach to managing an organization's most valued assets -
the people who work there who individually and collectively
contribute to achieving its objectives. From this definition,
we can conclude that HRM or simply RH is a function in
organizations created to maximize employee performance in
service of their employer's strategic objectives [7]. RH is
concerned primarily with how people are managed within
organizations, focusing on policies and systems [8]. Human
resource departments and units in organizations are typically
responsible for a number of activities, including employee
recruitment, training and development, performance
appraisal and remuneration (e.g., payroll and benefits
management) [9].

RH is also concerned with industrial relations, that is,
balancing organizational practices with regulations deriving
from collective agreements and government laws [10].
HRM is a product of the human relations movement of the
early 20th century, when researchers began documenting
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ways of creating business value through strategic workforce
management. The function was initially dominated by
transactional work such as payroll and benefits
management, but due to globalization, enterprise
consolidation, technological advancement and further
research, HRM now focuses on strategic initiatives such as
mergers and acquisitions, talent management, planning
success, industrial and employment relationships, ethical
considerations, diversity and inclusion. These, among other
initiatives, contribute to the understanding of Human
Resource Management as a contemporary issue due to its
sustainable evolutionary nature [12].

We see HRM as a competency-based approach to human
capital management focused on developing sustainable,
imperfect and imitative human resources. Developing
resources with such characteristics is key to sustained
competitive advantage, especially since, as Gardner [13]
observes, "the primary source for firms competing in the
new economy is no longer land, capital or strong assets, but
human capital needed to adapt organizations to global
competition and maximize the benefits associated with the
current technological boom . As an approach to the process
of managing people in organizations, HRMS is not linked to
human resources strategy. Indeed, formulating and adopting
an RH strategy to "harmonize RH practices with strategic
goals" [14].

IV. RoLE OF HUMAN RESOURCES IN STRATEGY
FORMULATION

According to Bahtijarevié-Siber [15], the processes of
strategic management and strategic management of human
resources are highly interdependent and interactive
processes that significantly affect one another. The main
strategy shows how to achieve long-term goals.
Accordingly, the core strategy can be defined as a master
plan of activities through which a particular organization
aims to achieve its long-term goals in a dynamic
environment. It shows how the goals will be achieved or the
business activities will be implemented. The types of
strategies are useful for classifying the ways in which
different organizations want to be competitive in some
activities. However, it is also necessary to understand the
implications of different strategies in human resources [16].
The core strategy allows for a significant volume of
activities. In general, a particular business may try to reach a
larger market share by increasing the current rate of use of
their products by consumers, by attracting buyers to their
competitors, or by raising the interest of non-users those
who have not yet used / purchased their products) in their
products or services. On the other hand, each of those
activities suggests specific sets of alternatives (activities).
This is why it is very important to distinguish between the
specifics of certain strategies and their concentration,
because the strategy actually represents a perception of the
factors of existence and ways of achieving goals in given
circumstances, and bears the stamp of the capabilities and
aspirations of the final management of the given
organization [17].

New human resource management for the 21st century
must play a strategic role by contributing to the process of
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strategy formulation and being a strategic partner in the
implementation of these strategies. HR practices should be
designed in accordance with the organization's strategies
taking into account the essential human resource needs. In
parallel, organizations may be able to be more flexible, flat,
and agile in order to cope with changes in the competitive
environment by gaining competitive advantage with their
HR assets. HR professionals need to lead smarter
organizations by encouraging individuals to exercise more
initiative, autonomy, and responsibility by providing tools
and techniques that improve their effectiveness and enable

critical ~ competencies  through  ongoing  learning
opportunities [11].
V. RESEARCH RESULTS

A sample of this paper are 40 small and medium-sized
businesses in Kosovo, which have been the case study to
produce relevant results on the importance of Human
Resources in the strategy formulation phase. The method of
interviewing through the questionnaire was used, the results
were also extracted and are presented graphically as follows:

Question research 1: Human resources play a key role in
successful company formulation
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In the question whether human resources play a major
role in the strategy formulation phase, out of 40 companies
surveyed, 32 or 80% of them think that human resources are
the main factor that results in successful formulation, 6 of
them or 15% partially agree and only 2 of them or 5%
disagree. Our hypothesis is supported by research and stands
as true.

Question research 2: Human resources are well organized
during the strategy formulation phase

21 or 53% of small and medium-sized enterprises in
Kosovo agree that human resources are well organized when
formulating a strategy, while a very large proportion 19 or
48% do not think that RH are well organized and the
importance of these resources is overlooked. during this
phase and are not given the space needed to contribute to the
achievement of organizational goals. Our hypothesis is
supported by research, but it is disturbing that the majority
asserts the opposite.
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Question research 3: Firms that have qualified human
resources result in successful strategy formulation in relation
to firms that do not possess these resources
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Asked if firms with qualified human resources result in
successful strategy formulation in relation to firms that do
not possess these resources 35 or 88% of the respondents
agree unanimously and only 5 or 13% disagree. This
hypothesis is proven to be correct and emphasizes once
again that firms should invest in human resources and treat
them as strategic factors during strategic processes.

VI. CONCLUSION AND RECOMMENDATION

Organizations in order to have a greater reputation in the
global marketplace than other companies need to have
qualified HR managers who will be competent to train new
employees and reward them on the basis of commitment and
merit. Motivated employees will thus contribute to
successful formulation and the next stages

Organizations should use advanced technology in day-to-
day processes, especially in the process of recruiting,
training employees, etc.

Human resources should be well organized during the
strategy formulation phase, in order to have a successfully
strategy formulation.

Research has confirmed that firms that have qualified
human resources result in successful strategy formulation in

Vol 5| Issue 4 | July 2020



relation to firms that do not possess these resources.

As a general recommendation, organization those days
should place greater importance on qualified human
resources, retain these resources and train them on all stages
of strategic management, especially in the formulation phase
to avoid errors in other follow-up stages.
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