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Introduction

Several authors have established the
link between HR practices and the firm
level strategies. There are, however, di-
vided opinions about the adoption of Uni-
versalistic approach to strategic HR
(adoption of HR Best Practices) or Con-
tingency approach. According to the
contingency  approach to strategic  hu-
man  resource management  (SHRM),
however,  the impact  of HR practices
on  firm  performance  is  conditioned
by an  organization’s  strategic  posture.
The purpose of this study is two-fold. It
attempts to understand the nature and
approach of human resource practices
adopted by Indian manufacturing com-
panies. In order to do so, 15 best prac-
tices (Pfeffer 1994, Youndt et al. 1996)
have been identified and compared across
four categories of manufacturing firms
in India,  namely Automobiles and Auto
ancillary, Oil and Gas, Metals, Minerals
and Mining, and Miscellaneous (Power,
Infrastructure etc.). The second objec-
tive of the study is to analyze whether
Indian manufacturing firms, like the
western ones, adopt HR practices cor-
responding to their long term corporate
strategies.

This study seeks to understand
the impact that the firm level strat-
egies have on the kind of human
resource practices adopted. Sev-
eral similar studies have been
conducted in the Western coun-
tries; the paper covers this litera-
ture extensively. A set of fifteen
HR best practices were studied
across various industries such as
automobiles, oil & gas, infra-
structure, power, chemicals, met-
als and mining etc in the Indian
context. Also, the paper attempts
to gauge whether the practices
adopted in various organizations
are universal to the industry or
contingent to their respective cor-
porate strategy – categorized as
cost reduction, quality focus and
flexible systems.
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SHRM & Importance of HR
Practices

SHRM is the pattern of planned hu-
man resource deployments and activities
to enable an organization to achieve its
goals (Wright & McMahan 1992). Au-
thors regard SHRM as having both ver-
tical and horizontal dimensions, so that
not only are HR practices linked to or-
ganizational strategy under SHRM, but
the practices themselves should be
strategically linked to ensure they are
promoting the same goals (Truss &
Gratton 1994). Thus, the distinguishing
feature is that SHRM adopts a more
macro perspective and focuses on HRM
at the level of the firm.

It  has  become  a  widely  held
premise that  ‘people’  provide  organi-
zations with  an important source  of  sus-
tainable competitive  advantage
(Prahalad 1983,  Pfeffer  1994,  Wright,
McMahan & McWilliams 1994). Em-
ployee knowledge about products, pro-
cesses, and customers that is embedded
in routines and social interaction patterns
can create organizational capabilities
more difficult to imitate than readily pur-
chased technological capabilities. This
line of argument is consistent with the
work of Cappelli and Singh (1993), Kogut
and Zander (1992) and Pfeffer (1994)
asserting that human resources can be a
primary source of sustainable competi-
tive advantage for a firm. Therefore, some
work has been done on the establishment
of the relationship between HR practices,
their effectiveness and in turn their impact
on the performance of the firm (Katz,
Kochan & Gobeille 1983, Katz & Kochan

1998 & Weber 1985, Katz, Kochan &
Keefe 1988). Studies  show  that compre-
hensive selection  and training  activities
are frequently correlated  with  both  pro-
ductivity  and  firm  performance (Kleiner
et al. 1987). Arthur  (1992)  found  that
HR practices focused  on enhancing  em-
ployee commitment (e.g.,  decentralized
decision  making,  comprehensive  train-
ing, salaried  compensation,  employee
participation)  were  related  to higher
performance.  Conversely,  he  also
found  that HR practices that  focused
on  control,  efficiency, and  the  reduc-
tion  of employee skills  and  discretion
were  associated  with increased  turn-
over  and  poorer  manufacturing  per-
formance.  “Today’s market and com-
petitive pressures require companies to
develop and maintain a high level of co-
herence between their strategy (objec-
tives), action programmes (implementa-
tion), practices (instantiation) and perfor-
mance (realization)” (Laugen et al. 2005)

“Bundle” of HR Practices

The basic principle of the best prac-
tice thinking is that operations philoso-
phies, concepts and techniques should be
driven by competitive benchmarks and
business excellence models to improve
an organization’s competitiveness
through the development of people, pro-
cesses and technology (Voss 1995b).
Implicit in the notion of a “bundle” is the
idea that practices within it are inter- re-
lated and internally consistent, and that
“more is better” with respect to the im-
pact on performance, because  of the
overlapping and  mutually reinforcing ef-
fect of multiple practices.
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Macduffie (1991) has reported that
“bundles” of interrelated and internally
consistent HR practices, rather than in-
dividual practices, are the appropriate unit
of analysis for studying the link to per-
formance, because they create the mul-
tiple, mutually reinforcing conditions that
support employee motivation and skill ac-
quisition. He also concluded that an HR
bundle or system must be integrated with
complementary bundles of practices from
core business functions (and thereby with
the firm’s overall business strategy) to
be effective. Furthermore, a bundle of
interrelated, overlapping HR practices
provides several ways for workers to
acquire skills (for example, off-the-job
and on-the-job training, job rotation, prob-
lem-solving groups) and multiple incen-
tives to boost motivation (extrinsic re-
wards such as performance-based pay
and intrinsic rewards from participating
in decision-making and good job design,
for instance).

Laugen et al. (2005) assumed that the
best performing companies must be the
ones deploying the best practices. In or-
der to find out what are those practices,
the highest performing companies in the
2002 International Manufacturing Strat-
egy Survey database were identified, and
the role 14 practices play in these com-
panies was investigated. Their findings
were that process focus, pull production,
equipment productivity and environmen-
tal compatibility appears to qualify as best
practices. Quality management and ICT
may have been best practice previously,
but lost that status. E-business, new prod-
uct development (NPD), supplier strat-
egy and outsourcing are relatively new,

cannot yet be qualified as, but may de-
velop into, best practice.

E-business, new product develop-
ment (NPD), supplier strategy and
outsourcing are relatively new,
cannot yet be qualified as, but may
develop into, best practice.

Macduffie (1991) found that bundles
of practices should be measured to cap-
ture the “organizational logic” of a produc-
tion system. Flexible production plants with
team-based work systems, “high-commit-
ment” HR practices (such as contingent
compensation and extensive training), and
low inventory and repair buffers consis-
tently outperformed mass production plants.
Innovative HR practices are often studied
in a vacuum, with more attention paid to
isolating the effect of individual practices
than to understanding how different HR
practices interact to reinforce one another,
or how they are linked to business func-
tions and strategies. For those practices that
were measured, Macduffie (1995) clearly
distinguished between those that affect the
organization of work and the way work
tasks are carried out (called Work Systems)
and those that reflect firm-level human re-
source policies affecting employees at all
levels (Osterman 1994)

The best practice approach to manu-
facturing strategy encapsulates the world
class manufacturing (WCM) philosophy
and benchmarking (Laugen et al. 2005).
Hayes and Wheelwright (1984) intro-
duced the term WCM, and described this
as a set of practices, including quality
management, continuous improvement,



Effect of Organizational Strategy on Universalistic or Contingent HR Practices

The Indian Journal of Industrial Relations,  Vol. 47, No. 2, October 2011 309

training and investment in technology. The
implementation of these “best practices”
would lead to superior performance
(Flynn et al 1999: 250). Better perform-
ing manufacturing managers strongly
demonstrate relationship-oriented prac-
tices, such as team building and support,
participative leadership and delegation,
especially when the emphasis on flexibil-
ity is high (Kathuria & Partovi 1999)

However, best practices are consid-
ered generic, that is, best for all compa-
nies, always. “The practices studied are
often not accounted for and postulated
as, rather than shown to be, best, always
and for all” (Laugen et al. 2005). The
potential influence of factors like type of
industry, company size, processes and
products is not considered, nor is the fact
that practices, even the best ones, may
become obsolete in the course of time
(Davies & Kochhar 2002). Hence, it is
imperative for companies to keep their
firm strategy in mind while designing their
HR practices.

Universalism vs. Contingency

Even if innovative HR practices gen-
erate skilled and motivated workers, the
HR system must be integrated with the
firm’s production strategy for discretion-
ary effort to be appropriately channeled
toward performance improvement. It can
be related to literature in organization
theory and economics that examines sys-
temic interrelationships among organiza-
tional practices, using notions of congru-
ence, “fit,” configurations, and
complementarities. Firms generally orga-
nize human resource practices into systems

that are consistent with their culture and
business strategy (Osterman 1987).  The
“fit” hypothesis predicts that either mass
or flexible production plants with a good fit
between their HR and production strate-
gies will perform well. Bundles of human
resource practices are likely to contribute
to improved economic performance only
when three conditions are met:  when em-
ployees possess knowledge and skills that
managers lack; when employees are moti-
vated to apply this skill and knowledge
through discretionary effort; and when the
firm’s business or production strategy can
only be achieved when employees contrib-
ute such discretionary effort (Greswell,
Childe & Mull 1998).

Firms generally organize human
resource practices into systems
that are consistent with their cul-
ture and business strategy.

The  universal,  or “best practices,”
perspective  implies  a direct relationship
between  particular  approaches to human
resources  and performance. Under uni-
versalistic mode of theorizing, there is a
set of sixteen management practices such
as participation and empowerment, incen-
tive pay, employment security, promotion
from within, training and development, job
rotation etc. that constitute as best prac-
tices (Pfeffer 1995). These best practices
can be universally adopted and are strongly
linked to the firm’s financial per-
formance. There are seven strategic HR
practices that are directly linked with fi-
nancial performance (Delery & Doty
1996). These are internal career opportu-
nities, formal training systems, appraisal
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measures, profit sharing, employment se-
curity, voice mechanisms and job definition.

Another view is the contingency
perspective which rests on the premise
that the adoption of specific HR practices
depend on the firm strategy. It  posits that
an organization’s  strategic  posture either
augments  or diminishes  the impact of  HR
practices  on  performance. The choice of
HR practices depends on the
firms’ strategy of being defenders, analyz-
ers, prospectors or reactors (Miles & Snow
2001). Contingency theorists argue that in
order to be effective, an organization’s HR
policies must be consistent with other as-
pects of the organization. Authors have at-
tempted to show how a number of HR
practices are consistent with different stra-
tegic positions and how these practices
relate to firm performance (Delery & Doty
1996). A central part of many definitions
of HRM is that it involves a systematic at-
tempt to link employment policies with busi-
ness strategies. As such, distinctions can
be made between ‘hard’, cost minimizing
HRM policies (like short term employment
contracts) to match price competitive prod-
uct markets and ‘soft’, resource maximiz-
ing HRM policies (emphasizing staff de-
velopment) to match quality sensitive prod-
uct markets. In a study conducted by
Youndt et al. (1996), results from a survey
of 97 plants primarily support a contingency
approach to human resource management
(HRM).

Cost Reduction, Quality Focus &
Flexible Systems

Historically, under mass production,
workers were hired to perform narrowly

defined manual tasks requiring little skill,
and were viewed as interchangeable
parts. Turnover was high, but jobs were
set up so any unskilled worker could learn
them quickly, minimizing the costs of re-
placing workers. Absenteeism was high,
but buffers of utility workers were es-
tablished to provide coverage.  Motiva-
tion was low, but close monitoring by su-
pervisors and efficiency wages ensured
adequate work effort. Workers were not
expected to think on the job, and were in
fact discouraged from doing so.  The
main concern of mass production man-
agers was to prevent any disruption to
the achievement of production quotas,
and they developed buffers of various
kinds, in part, as a safeguard against la-
bor troubles (MacDuffie 1985).

In contrast, flexible production gives
workers a much more central role in the
production system. To identify and re-
solve problems as they appear on the
line, workers must have both a concep-
tual grasp of the production process and
the analytical skills to identify the root
cause of problems. Developing an inte-
grated conception of the production sys-
tem requires that workers directly en-
counter problems, through the decentrali-
zation of production responsibilities such
as quality inspection, equipment mainte-
nance, job specification, and statistical
process control (SPC) from specialized
inspectors and engineers to shop- floor
teams. Developing the skills for this prob-
lem-solving  requires  a  variety of multi-
skilling practices, including extensive off-
and on-the-job training, a few broad job
classifications, allowing job rotation within and
across teams, and “off-line” group problem-
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solving activities (for example,  employee
involvement groups  or  quality circles).

The multiple skills and conceptual
knowledge developed by the work force
under flexible production are of little use
unless workers are motivated to contrib-
ute mental as well as physical effort.
Workers will only contribute their discre-
tionary effort to problem-solving if they
believe that their individual interests are
aligned with those of the company, and
that the company will make a reciprocal
investment in their well- being. Thus, flex-
ible production is characterized by such
“high commitment” human resource poli-
cies as employment security, compensa-
tion that is partially contingent on per-
formance, and a reduction of status bar-
riers between managers and workers.
The company investment in building
worker skills also contributes to this “psy-
chological contract” of reciprocal com-
mitment (Cole 1979, Dore 1992). Over-
all, the evidence strongly supports the
hypothesis that assembly plants using
flexible production systems, which bundle
human resource practices into a system
that is integrated with production/business
strategy, outperform plants using more
traditional mass production systems in
both productivity and quality.

Assembly plants using flexible pro-
duction systems, which bundle hu-
man resource practices into a sys-
tem that is integrated with produc-
tion/business strategy, outperform
plants using more traditional mass
production systems in both pro-
ductivity and quality.

In general  terms,  researchers have
made  a  distinction  between  “low  road”
strategies that  focus  on  cost reduction
and  “high road” strategies  tending to  fo-
cus  on  quality,  variety, or  service
(Osterman  1994:  179).  Breaking this dis-
tinction down  further, researchers  have
typically focused  on three primary manu-
facturing  strategies: cost,  quality,  and
flexibility  (Youndt et al. 1996).  Each  of
these strategies, implies  something  dif-
ferent  about  the  potential role  of  hu-
man  resources  in improving firm per-
formance.  Wright and his colleagues
(1995)  found  that  organizations exhib-
ited higher  performance  when they have
practices and competencies consistent
with  the organizations’ current strate-
gies (Table 1).

Methodology & Data Collection

This is a survey based research; the
hypotheses have been addressed using
questionnaire based survey methodology,
which is a relatively inexpensive and ef-
fective way of obtaining information on a
large number of cases. By careful choice
of sampling strategy, the external validity
or generalizability of the findings can be
enhanced.

The questionnaire development used for
the study included both in-depth interviews
and a pretest. Interviews were conducted
with six manufacturing sector managers
from different companies and two acade-
micians. The following issues were of inter-
est during these interviews: (a) Did the
operationalization of the research issue make
sense to the practitioner? (b) What other
items could be used to ensure exhaustion of
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Table 1: Human Resource Practices Corresponding to Specific Corporate Strategies*

Strategy Corresponding Items

COST A1: CNC and related technology is being implemented in my organiza
tion, mainly to eliminate wastage
A2:Decision making skills amongst employees are NOT NEEDED in my organi
zation.
A3:Performance appraisals in my organization  are based on error reduction and
process standar dization.

REDUCTION A4:Regular trainings to enhance technical skills are NOT required in my organization.
A5:HR department has a purely administrative (and not development oriented)role in
my organization.
A6:The compensation of most of the employees in my firm is based, strictly, on
their job description (tasks done in the organization) only.

QUALITY B1:The main mission of my organization is customer satisfaction.
B2:The top management at my organization is focused on product reliability rather
than waste elimination.
B3:The competitive advantage of my firm comes from its intellectual capital (hu
man resources) rather than its plant, machinery and equipment.

FOCUS** B4:Regular trainings are arranged to improve problem solving, troubleshooting and
analytical skills of the employees.
B5:Performance appraisal at my organization takes into consideration the continu
ous improvement of the employee.
B6:Employees are encouraged and thus, rewarded for quality related initiatives
taken by them.
B7:Continuous efforts are made by the HR department of my firm to up-skill or
multi-skill the employees.
B8:There is high degree of interdependence in the work of different employees of my firm.
B9:Group based (Team based) incentives are a common norm in my firm.
B10:Skill based compensation system is adopted in my firm.
C1:My organization’s work systems are responsive and adaptable to the changing
environment.

FLEXIBLE C2:The work systems can be easily scaled up or down to meet client deliveries.
C3:My organization can easily change the scope of product offerings (by produc
ing smallerlots) as and when required.
C4:My organization always accommodates the non-standard orders of the clients.

SYSTEMS** C5:Use of Computer Integrated Manufacturing has increased in my firm over the
last few years.
C6:Most of the employees in my organization are highly skilled to deal with non-
routine circum stances.
C7:Most of the employees of my organization possess high degree of analytical
and problem solving skills.
C8:Performance appraisal in firm is more developmental (and not measurement
based) in nature.
C9:There is high degree of interdependence in the work of different employees of my firm.
C10:Group based (Team based) incentives are a common norm in my firm.

* Adapted from Youndt et al. (1996)
** Some items have been modified/re-worded after content and face validity with industry executives
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all HR practices? (c) Should any items be
re-worded to make them suited to the
manufacturing professionals’ understanding?
The resulting questionnaire was then pre-
tested with 10 respondents of the industry.

The final questionnaire has three main
sections. Section I of the questionnaire
is a general Fact Sheet – comprising data
of the respondent such as her experi-
ence, designation etc. and information re-
garding the long term strategy of the firm.
Section II of the questionnaire has 17
items and is based on Likert Scale with
points 1 to 7, where 1 means Low (un-
less specified otherwise) and 7 means
High (unless specified otherwise). Out
of these 17 items, 15 are for the HR best
practices and the remaining 2 ask the
respondents about fixed and variable pay
percentages.

Snow  and Snell’s (1993) work pro-
vides  empirical  support for the  general
assumption that a tighter fit between  hu-
man  resource competencies  and strat-
egy leads  to superior  performance  (Baird
& Meshoulam 1988,  Miles  & Snow
1984,  1994). Sev-
eral authors have
also determined the
HR practices that
are associated with
typical corporate
strategies. In Sec-
tion III, based on
these works, key
HR practices were
identified and then
categorized accord-
ing to the three dif-
ferent corporate

strategies (Table 1). After careful exami-
nation of literature and expert advice, six,
ten and ten HR practices were identified
for cost reduction, quality focus and flex-
ible systems strategies respectively. These
items were content and face validated
with the help of industry experts. There
were minor changes in the existing scales
also based on the inputs of the respon-
dents. The final questionnaire was pre-
pared after the validity through interviews
and first round of pretesting.

Based on convenience sampling,
employees from various organizations
were asked to fill up the questionnaires.
The name of the organization was an
optional field in the questionnaire such
that the remaining responses are not bi-
ased. Follow up mails were sent to clarify
responses that were unclear or not in-
ternally consistent to aid the later inter-
pretation of data analyses.

Data was collected from 60 respon-
dents by means of the questionnaire.
These respondents represent automobiles
and auto ancillary, oil and gas, metals, min-

Figure 1: Industry-wise Sample Information
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erals and mining and few samples from
the power, infrastructure, chemicals, so-
lar industries. The distribution across the
four categories and the names of some of
the companies has been listed in Table 2.

Results

Factor analysis is best suited to iden-
tifying the interrelationships among a set
of items in a scale, all designed to mea-
sure the same construct. It is less appro-
priate for assessing a “bundle” for a par-
ticular strategy which is not a scale but
an index (DeVellis 1991) consisting of a

Table 2: Participating Respondents’ Organizations

Industry No. of Corresponding firms from which data was collected
Observations

Automobiles & Auto 25 1. Chrysler India 2. L&T Limited 3. Tata Cummins Ltd.
Ancillary 4. Tata Motors 5. Daimler India 6. Timken India Ltd. 7.

Mahindra & Mahindra 8. Ashok Leyland 9. TVS 10.
Maruti Suzuki India Ltd. 11. Minda Corporation Ltd.
12. Telcon

Oil & Gas 13 1. Bharat Petroleum Corporation Ltd. 2. ONGC 3. BOC
India Ltd.

Metals, Minerals 5 1. Bharat Aluminium Company Limited 2. Vedanta-
& Mining Sterlite Industries India Limited 3. Uranium Corporation

of India Ltd. 4. Nalco India

Miscellaneous 17 1. Titan Industries Ltd. 2. Jubilant Life Sciences Limited
(Power, Infrastructure, 3. Solar Semiconductor Pvt. Ltd. 4. Reliance Power
Chemicals, EPC, Steel, 5. NTPC Ltd. 6. HCC
Watch, Solar etc.)

set of interrelated variables,
each of which represents a
different construct. All items
were found to be internally
consistent and the compo-
nents were able to explain
more than 60% variance in
each case.

Descriptive Statistics:
On an average, respondents
have experience of 6.75
years and 3.05 years (Table
3) overall which shows that
the respondents for this
study are fairly senior execu-

Fig. 2: Frequency Distribution of the Corporate
           Strategy in the Sample
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tives, most of them being senior manag-
ers in their respective organizations. Also,
since they have been in their respective
organizations for three years on an aver-
age, they understand the long term cor-
porate strategy adopted.

Data Analysis

Contrary to what literature suggests,
the salary structure across all the firms
is roughly the same. Typically, one would
expect to see a greater variable compo-
nent – incentives and benefits in quality
focused organizations and higher fixed

up) across different industries within the
manufacturing sector (Table 4). It has
also been seen that all industries have
similar compensation practices (Table 5).
Thus, we see that the benefits of vari-
able pay and the concept of strategic
compensation have not been developed
in Indian manufacturing firms. Unlike the
western countries, where contingent pay
system is seen as a method to boost firm
performance, Indian companies are yet
to utilize the practice effectively. There
is no distinction across various strategies
which means that Indian manufacturing
sector believes in ‘one size fits all’ and
follows universal practices rather than
the contingency theory.

Indian manufacturing sector be-
lieves in ‘one size fits all’ and fol-
lows universal practices rather
than the contingency theory.

Like Table 4 (which has only com-
pensation details), Table 6 also talks about
the various HR best practices and their
relationship with the various corporate
strategies. Here too we find that all prac-
tices are almost identically followed in
various industries irrespective of the strat-

Table 3: Respondents’ Key Demographics

Respondents’ Data Average Standard
Deviation

Number of years 6.75 3.05
of experience
Number of years 3.82 2.75
of experience in
the current
organization

salaries in cost reduction type of firms.
However, these 60 responses have re-
vealed that in India, there is no differ-
ence in the salary structure (Pay break-

Table 4: Salary Pattern vis-à-vis Corporate Strategy – The Contradictory Reality

Compensation Related Data/ Cost Quality Flexible Manufacturing
Corporate Strategy Reduction Focus    Manufacturing Sector

System

Fixed Salary component as a 5.67 5.66 5.66 5.63
percentage of total salary
Incentive pay and Benefits 3.53 3.55 3.61 3.62
(variable pay) as a percentage
of total compensation

All values are on a scale of 1 to 7 where 1 denotes low and 7 denotes high
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Table 6: Best practices (Universalistic Approach) Adopted for Different Strategies

HR Best Practice* Cost Reduction Quality Focus Flexible Systems

1. Employment Security 5.81 5.83 5.81
2. Recruitment and selection practices 4.88 4.86 4.88
3. Employee ownership of tasks and 4.86 4.83 4.83
    work modules
4. Sharing of organization level 4.58 4.45 4.54
   information with all employees
5. Employee participation in 3.49 3.36 3.47
   organization level policy related decisions
6. Employee empowerment 4.42 4.40 4.46
7. Frequency of job redesign 3.44 3.45 3.44
8. Opportunities for training and skill 4.19 4.16 4.22
    development
9. Emphasis on cross training of employees 3.72 3.72 3.75
10. Presence of cross functional teams 4.54 4.52 4.46
11. Symbolic egalitarianism 3.82 3.81 3.81
12. Wage Compression 4.28 4.29 4.31
13. Promotion Systems** 5.12 5.09 5.14
14. Adoption of 360 degree Appraisal Process 3.68 3.59 3.59
15. Feedback Mechanism 3.61 3.50 3.59
    
*On a scale of 1 to 7 where 1 denotes low and 7 denotes high
**On a scale of 1 to 7 where 1 denotes External Labor Market and 7 denoted Internal Labor Markets

Table 5: Salary Pattern Corresponding to the Four Categories of Industries

Compensation Related Automobile Oil & Gas Metal, Miscellaneous Manufacturing
Data/Corporate & Auto Minerals & (Power, Steel, Sector
Strategy   Ancillaries Mining    Infrastructure,

Chemicals
etc.)

Fixed Salary component
as a percentage of
Total Salary 5.64 5.64 5.67 5.63 5.63

Incentive Pay and Benefits
(Variable pay) as a
percentage of Total
Compensation 3.22 3.22 3.57 3.62 3.62

All values are on a scale of 1 to 7 where 1 denotes low and 7 denotes high

egy of the firm. Some minor differences
have, however, been found. For instance,
there are more training and skill develop-
ment opportunities provided by the firms
that follow flexible manufacturing strate-
gies. This is in accordance with and sup-

ported by literature as well. Promotions
are usually from within the organization
in case of flexible manufacturing systems.
These organizations also have a lower
need for cross-functional teams.
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Universally accepted best practices
in the manufacturing sector were also
studied across various industrial catego-
ries (as described in Table 2). Some in-
teresting results have been obtained
here. Oil and gas industry has been con-
sistently ranked low on almost all the best
practices (values have been highlighted
in Table 7). Out of the 15 HR best prac-
tices, oil and gas industry has secured
least ratings in 12 practices. The only poli-
cies where the oil and gas industry has
fared well are employment security, re-

cruitment & selection practices and wage
compression. The complete results are
shown in Table 7.

Oil and gas industry has been con-
sistently ranked low on almost all
the best practices.

In terms of the HR practices adopted
by the various firms according to their
corporate strategies, there were 6 prac-
tices identified for Cost Reduction, 10 for

Table 7: Best Practices (Universalistic Approach) Adopted across Different Industries

HR Best Practice* Manufacturing  Automobile Oil and Metal, Miscellaneous
Sector In and Auto Gas  Minerals (Power, Steel,

India  Ancillary Industry and Mining Infrastructure
Industry Industry,  Chemicals etc.)

1. Employment security 5.83 5.78 6.03 5.83 5.83
2. Recruitment and selection 4.88 4.82 4.86 4.88 4.88

practices
3. Employee ownership of 4.87 4.80 4.58 4.83 4.87

tasks and work modules
4. Sharing of organization 4.50 4.49 4.33 4.53 4.50

level information with all
employees

5. Employee participation 3.43 3.42 3.28 3.45 3.43
 in organization level policy
related decisions

6. Employee empowerment 4.47 4.33 4.14 4.43 4.47
7. Frequency of job redesign 3.47 3.35 3.14 3.47 3.47
8. Opportunities for training 4.23 4.13 3.89 4.17 4.23

and skill development
9. Emphasis on cross 3.78 3.60 3.22 3.74 3.78

training of employees
10.Presence of cross 4.50 4.47 4.31 4.50 4.50

 functional teams
11.Symbolic egalitarianism 3.87 3.75 3.50 3.79 3.87
12.Wage compression 4.35 4.25 4.42 4.29 4.35
13.Promotion systems** 5.12 5.07 5.22 5.12 5.12
14.doption of 360 degree 3.58 3.60 3.33 3.64 3.58

 appraisal process
15.Feedback mechanism 3.58 3.49 3.39 3.57 3.58

*On a scale of 1 to 7 where 1 denotes low and 7 denotes high
**On a scale of 1 to 7 where 1 denotes External Labor Market and 7 denoted Internal Labor Markets
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Quality Focus and another 10 for Flex-
ible Systems (Table 1). We expected to
get higher values for the first six ques-
tionnaire items (Section B) only for Cost
Reduction. Similarly, higher values (rela-
tively) were expected for the next 10
items only in the organizations that fol-
low a Quality Focus. However, the re-
sults were not distinctly in such terms.
In most cases, the results show that com-
parable values have been marked by the
respondents of all the three categories.
For instance, in organizations that have
a long term strategy of Cost Reduction,
performance appraisals are based on er-
ror reduction and process standardization.
The results from these 60 respondents
indicate that irrespective of the company
strategy, the stated policy is true for all.
Similarly, literature suggests that Quality
Focus firms believe that their competi-
tive advantage comes from their intellec-
tual capital rather than their plant and
machinery. The results, however, indi-
cated exactly the opposite (values being
4.5 for Cost Reduction, 4.3 for Quality
Focus and 6.13 for Flexible Systems). On
an average, Cost Reduction firms can
scale up (or down) their work systems
more than Flexible Systems which again
goes against the basic concepts. Use of
CIM is more in Quality Focus firms than
in Flexible Systems. Thus, we see that
most of the results do not support the
existing literature.

Irrespective of the company strat-
egy, the stated policy is true for all.

However, there were some items
which fully supported the initial expecta-

tions regarding the HR practices being
in line with the corporate strategy of or-
ganizations. The elimination of waste is
the main purpose of CNC and related
technology in Cost Reduction companies
and the results support this. Also, results
clearly stated that regular trainings for
technical enhancement of skills amongst
employees are not provided in Cost Re-
duction type companies. Customer sat-
isfaction as the organization’s mission
was rated the highest for Quality Focus
firms. Employees are rewarded for qual-
ity related initiatives in Flexible Systems
and Quality Focus firms. In Quality Fo-
cus firms, continuous efforts are made
to up-skill or multi-skill employees. Only
flexible manufacturing systems are able
to accommodate the non-standard orders
of the clients. Quality Focus firms com-
pensate their employees based on their
skills rather than their job description.

Conclusion

Based on the results presented here, it
can be concluded that by and large, Indian
manufacturing companies are still not ma-
ture in their human resource practices.
They are still practicing the mantra of ‘one
size fits all’, which is inappropriate given
the current competitive pressures. In or-
der to enhance performance, firms should
look at HR and other administrative prac-
tices that correspond to the corporate strat-
egy of the firm. It is essential for firms to
realize and quantify the impact that effec-
tive human resource practices can have on
their operational and financial performance.
Hence, utilization and appropriation of the
true potential of their human resources, is
a must for every organization.
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Indian manufacturing companies
are still not mature in their human
resource practices.

The limitations of this study constrain
the interpretation of the findings and point
to several issues for future research.  First,
this study only examined cross-sectional
differences among manufacturing firms.
Gaining a clearer understanding of the
relationships between HR systems and
strategy will require longitudinal analysis.
Secondly, the study does not include the
performance of these companies and
strictly goes by the literature on the topic
available. Therefore, testing the perfor-
mance of the companies in addition to their
HR practice-corporate strategy link can
be an extension of this study.
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