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 Dynamic capabilities, found in the resource-based view of the firm, provide an 
interesting view of strategic competencies, particularly human capital.  In reflecting 
this, many organizations have adopted the term ‘strategic human resource 
management’ to indicate both a new entity and role.  This paper discusses that  
transformation as debated in recent literature and proposes one current viewpoint for 
connecting strategy and HRM.  This dynamic capabilities framework clarifies other 
strategic organizational decisions, such as outsourcing, developing technological 
innovations, or rightsizing.   
 
 A significant amount has been written on the topic of current trends in 
strategic HRM, both in North America and in Europe, particularly the UK. Much of 
this literature has focused on defining the new role of HRM (Hiltrop, Despres, & 
Sparrow, 1995; Ulrich, 1997) as well as discussing the relationship between strategy 
and HRM (Armstrong, 1992; Boxall, 1992; Fombrun, Tichy, & Devanna, 1984; 
Gunnigle & Moore, 1994). One factor frequently cited as a reason for the changing 
role of HRM stems from the push for additional competitive advantage (Baruch, 
1997; Storey & Sisson, 1993). For example, product proliferation and the prevalence 
of change (Fahey & Randall, 2001; HRMagazine, 1997), the globalization of the 
marketplace (both for the organization’s competitive survival and for resourcing, 
including staff) (Boxall & Purcell, 2003; Konrad & Deckop, 2001), and the rapid pace 
and convergence of technological advancements (Brewster, Dowling, Grobler, 
Holland , & Warnich, 2000; Cerdin & Peretti, 2001; Ulrich, 1997)  all impact people 
and the organization.  A second factor is globalization which creates a more diverse 
workforce, with its accompanying challenges (Belout, Dolan, & Saba, 2001; 
Moorhead, Griffin, Irving, & Coleman, 2000).  A third factor is the rate of adaptation 
to change which  has created the need for many alterations to organizational structure 
to provide increased flexibility (Grugulis, Vincent, & Hebson, 2003).  
 
 As these environmental and organizational adjustments have occurred, 
particularly over the past two decades, they have spawned a growing interest in and 
emphasis on the role of the individual employee and the role of employee teams 
(Fombrun et al., 1984; James, 1997). Effective use of human capital has become a 
valued source for competitive advantage, as well as a unique and proprietary 
organizational asset (Ferris, Hochwarter, Buckley, Harrell-Cook, & Frink, 1999; 
Gomez-Mejia, Balkin, Cardy, Dimick, & Templer, 2003; Templer & Cattaneo, 1995; 
Ulrich, 1996).  
 



 This paper will provide a definition and overview of the strategy literature, 
review the meanings and current models of HRM, and then position the relationship 
of strategy to HRM in context using the dynamic capabilities approach as the intersect 
point.  The paper develops this framework and then uses a case study from the 
manufacturing sector to more fully explore how this concept becomes operationalized 
in a current organizational setting.  The case company is a large multinational Tier 1 
automotive supplier.  Two separate plants will be reviewed, one from North America 
and one from Europe, highlighting any international differences. Finally, the paper 
discusses the future research implications of this theoretical framework positioning. 
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