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Understanding the Business Context of HR
Activity 1

This report will ultimately explore the business context of Human Resources.  It will explore the variables of contrasting organisations and the impact of those variables on the HR function.  This report will also examine the impact that organisational structures can have on the HR function.  As the report develops, it will evaluate the role of HR in formulating organisation strategy and how this is transcended into HR strategy in policy.  Throughout the report, reference will be made to relevant theory and current organisations.

Before exploring the HR function, it is important to contrast the different sectors in which organisations exist.  Organisations can generally be categorised into three sectors.  The private sector is comprised of organisations owned by individuals or families.  As a rule of thumb, private-sector organisations are driven by profits.  Organisations within this sector can be further categorised into sole traders, partnerships or companies (Taylor & Wilkinson, 2016, page 44).  The size of a business is not necessarily indicative of its legal status, however it is less common for smaller organisations to be publicly limited.

In contrast to the private sector, organisations can also exist within the public sector.  Public sector organisations are generally funded by the taxpayer and in turn, provide a public service.  Government departments, health authorities and public service providers all exist within this sector.  Because of the nature of this sector, organisations tend to have a large number of employees.  In March 2019, 16.5% of the U.K. workforce were employed in the private sector (ONS, 2019).

The Third Sector is comprised of organisations which are generally not-for-profit.  These include charitable organisations, some chartered bodies and organisations that are subject to the law of trust.  A notable point to consider is the growing role of the third-sector within society, particularly organisations like lobby groups and research movements.  This will provide discussion points as this report explores the function of HR within varying organisations.

It is also prudent to mention the size of organisation.  At present, the U.K. follows the European Union’s definition of a small and medium-sized enterprise (SME) as being an organisation that has between 10 – 250 employees (European Commision, 2020).  In the U.K., SMEs account for 96% of all businesses (Wards & Rhodes, 2014).

As we have examined, organisations have many types and functions.  Therefore, the role and function of HR varies greatly.  In small businesses, there tends to be a lack of strategic HR teams in favour of one generalist HR professional.  In some circumstances, the HR functions could lie solely with the owner or manager of the company.  In many cases, smaller organisations can outsource their HR functions to manage the transactional operations.   Largely, as the size of organisations increase, so does the role of HR as a strategic function (Wilkinson & Taylor, 2016).  

In order to contrast the various HR functions in distinct sectors, the next part of the report will compare two organisations.  The first organisation to be explored is the Department for Work and Pensions (DWP).  Working within the public sector, the DWP employs over 80,000 people (Department for Work & Pensions, 2020).  As the biggest public service department in the U.K, it administers pensions and other welfare benefits.  It is a unique organisation in how its services will be used by almost every UK taxpayer at some point.  The DWP is also the government department with the largest budget, which means it has a duty to be as transparent as possible.

As an organisation, the DWP does not function to make a profit from consumers.  It does, however, have many external drivers that affect its operation and strategy.    The political drivers are high-impact and varying, as are the social factors and pressures that can drive the organisational agenda.  These factors, coupled with the business structure impact the HR function.  In 2006, the organisation’s HR model faced a major shift.  The sheer volume of line managers necessitated the shift to a shared-service model, complemented by HR Business Partners and self-service transactional operations (HRMID, 2006).  Having a streamlined service is increasingly common in large, public sector organisations and aids Line Managers by removing the time-consuming, transactional HR functions (Reilly, 2000). 

In contrast to the DWP, Enterprise Rent a Car LTD (ERAC) is a multinational vehicle rental company.  The organisation was founded in the U.S.A and its branding portrays a stereotypical ‘American Dream’ capitalist image.  Internationally, the company has around 80,000 employees, 4500 of which are in the UK entity (Enterprise Holdings, 2008).  From an HR perspective, the company has decentralised services to smaller regional groups.  With each group being formed as a self-contained business, HR functions are undertaken by HR specialists in various fields.  The company has shied away from a shared-services approach, opting to personify HR functions which is perceived to be more in keeping the company’s customer service - driven image and values.

ERAC is very public about its recruitment and development policies.  It is fairly unique in how nearly every employee follows an identical career programme for the first year of employment.  In contrast with the DWP, ERAC’s business strategy is driven by profit (Terrelonge, 2017).   As a private company, it is not subject to the same pressures as organisations in the public sector.  Having said that, it could be argued that large, profit-driven corporations are subject to more intense pressures from other areas.

As seen from the above examples, an organisation’s type and business purpose can have huge impacts on the HR function.  When exploring methods of HR delivery, economic factors are a huge catalyst.  Small organisations may employ just one or two HR generalists who cover the entire HR function.  Similarly, as Wilkinson & Taylor (2016, page 28) note, some small companies may have no HR presence, with functions falling to general managers instead.  In larger organisation, particularly in the public sector, economic factors mean that cost-effectiveness for the taxpayer is key.  This often means that HR functions and operations are subject to greater scrutiny, as well as societal and governmental pressures.  

Similarly, the type and purpose of an organisation has huge impacts on how HR is positioned.  In large public sector organisations, HR Leaders are usually noticeable, influential executives.  This cements the position of HR as central to the running of the organisation.  This is in contrast to smaller organisations, often in the private sector, who may outsource their HR operations and thus have no HR positioning within their structure (Taylor & Wilkinson, 2016).  It could be argued that the position of HR directly correlates with its perceived status, and thus its influence, from all levels.  For example, in the public sector, pay levels are generally defined by statute and therefore are less of a reward incentive than in the private sector.

Employee engagement is also majorly impacted by the type of organisation.  In the Third Sector, employees tend to already be deeply engaged with the organisation (Roper, 2017).  However this can lead to challenges in itself as employees are often aligned with the cause and not necessarily with the organisation. 

When examining how the type of organisation impacts HR culture, the coronavirus pandemic has shone a spotlight on many variations between organisations.  An obvious example here is the issue of flexible working.  Many organisations have had to completely reorganise their company ‘norms’ and systems in order to facilitate home-working (Houghton, 2020).   Likewise, as the normal working practices have evaporated, company values and HR culture have had to be the guiding principles in dealing with unprecedented staffing issues (Forbes, 2020).

How then, does an organisation’s size and purpose, impact on the typical HR function?  As we have seen, large public sector organisations are in a position to use shared service models.  Being able to centralise the transactional HR methods provides Managers with more capacity to focus on the transformational HR issues.    Within smaller organisations, HR functions fall to specific people which can take time away from operational issues.
It is prudent to explore what a business strategy is and how it is formed.  Forbes (Kraaijenbrink, 2019) describe strategy as a ‘unique way of sustainable value creation’.  When exploring HR strategy in relation to Business Strategy, theorists are faced with a ‘chicken or egg’ scenario.  Taylor & Wilkinson (2016) summarise three different approaches of strategy formulation.  The first is the rational approach, whereby strategy is created by the top-level senior managers of an organisation and continually appraised against changing factors.  The second, emergent incrementalism, is a more reactive approach which means less planning in the long term and working towards general goals.  The third approach is the symbolic approach, which is totally reactive.  With this approach, business are concerned with the doing and the planning will be a direct result of actions taken.  

[bookmark: _GoBack]HR can have a direct contribution to organisational strategy.  In larger organisations, HR is vital in promoting the company image or ‘brand’ to its employees.  In some ways, HR acts as the ‘internal marketing team’.  HR is also a key catalyst for the training and development of employees.  As a baseline, an organisational strategy is made up of people factors and, therefore, HR strategies.  However as the CIPD (2020) describes, an organisational strategy is formulated in synthesis with an HR strategy.

Another management (and therefore HR) strategy comes from contingency theory.  This is where strategies are based around the specific context of the issue at hand.  This approach is very people-oriented but can be difficult in practice as leaders must have an extensive understanding of their own management styles (Anzalone, 2021).


Figure 1 (Kew & Stredwick, 2016, page. 6)
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Figure 1 displays the comprehensive model of strategy as devised by Kew & Stredwick (2016, page 6).  Within in, we can see the how the relationship between different factors (rather than the factors themselves) is the crucial aspect for HR.  

Assuming that HR strategies are formulated as described above, the key issue for organisations is the implementation and how strategies are fitted in practice.  Commonly, HR strategy can have a vertical fit, where HR objectives are aligned with business strategy in a systematic way.  Whilst this can have many benefits, HR must be able to have a wide knowledge of the overall business model in order for this to be meaningful (Armstrong & Taylor, 2014).  As a contrast, HR strategies can also have a vertical fit, where resources and initiatives are strategically placed to support specific issues (Hun Han et al, 2019).

 This report has explored the nature of Human Resources within a business context.  It has examined the various sectors that organisations exist within, and the role of the sector on the HR function.  This report has explored different types of organisations and how the type and size of a business has an impact on HR delivery and composition.  Links have been made to academic theory and contemporary examples.  Crucially, this paper has evaluated the role of HR in formulating organisational strategy.
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Understanding the Business Context of HR
Activity 2

This short report will demonstrate the use of a PESTLE (Appendix 1) analysis and SWOT (Appendix 2) Analysis of Hywel Dda University Health Board.  It will identify current factors which impact on the organisation and will justify points made on the analysis with research and contemporary writings.  Both PESTLE and SWOT analyses have evolved over time.  The PESTLE, known under various names, developed from the 1960’s theorist Aguilar (1967).  It has been elongated and adapted many times for various contexts.  The SWOT analysis experienced similar name changes and has origins in the late 50s.

According to the CIPD (2020a), a PESTLE analysis is a versatile auditing tool used to explore various factors that can affect an organisation.  It can be used either when initiating or organising a business change.  Whilst not an exact science, a PESTLE analysis is useful for providing an overview of a project.  Appendix 1 is adapted from the CIPD (2010) template.  Appendix 1 shows the various factors that could affect the organisation.  Further to this, we can explore how the factors from the analysis can affect the various HR functions.  Political factors such as government policy changes could have huge impacts on rewards and benefits as NHS pay levels are set by statute.  Similarly, government agendas that favour privatisation of health services can have an effect on the recruitment initiatives of the organisation.

When evaluating the digital factors, the HR function is affected enormously.  The Learning and Development function would need to be adaptable and proactive in order to ensure the workforce was upskilled with new technology.  Recruitment would also be affected as the organisation may have to recruit digital specialists in to new roles.

Appendix 2 displays a SWOT analysis.  A SWOT is a useful tool for managers that is used to understand key factors (CIPD, 2020b).  When looking specifically at Appendix 2, there are many factors that could impact the HR function.  Performance Management could be greatly influenced by the strength of leadership teams, whereas the economic climate would influence capacity for training and development

Both of these techniques can be useful in various contexts.  They both provide a clear, overarching view of a topic and can be advantageous when in a ‘creative’ stage of planning.  However, outside of literature by the CIPD – it has proven difficult to find many peer-reviewed critiques of the PESTLE method in comparison to the SWOT analysis.  From both of the analyses completed, it is clear that there are a number of significant factors that can affect the organisation.  Being able to break down factors into smaller aggregates can help the HR Professional to gain a deeper understanding and form solutions.
Word count - 450
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Appendix 1
	
	External factors to consider
	Factors effected within my industry
	Importance to organisation

	Political
	Government policy 
Political stability
Tax
Industry regulations 
Global trade agreements and or restrictions 

	· Government spending reduction
· Changes in government means shifting priorities towards healthcare
· Volume of regulatory bodies results in a plethora of regulations

	· High

· High


· High

	Economic
	Exchange rates 
Globalisation 
Economic growth/ decline 
Inflation
Interest rates
Cost of living 
Labour costs 
Consumer spending habits 

	· Accountable to the taxpayer for financial state of Health Board 
· Cost of equipment, training, staffing, medicine etc
· Ethical spending – privatisation issues
· Loss of patients to private sector
· Estate management
	· High


· Medium


· Medium

· Medium

· High

	Social


	Consumer trends/ tastes,
Fashions 
Consumer buying habits 
Lifestyle factors 
Career attitudes 
Work-life balance
Population demographics 

	· Obesity crisis
· Ageing population
· Have to manage reputation and public image
· Patients wanting less hospital visits due to COVID-19
· 
· Sustainable, eco-friendly practises
	· High
· High
· Medium

· Medium


· High

	Technology
	Automation
Innovation 
Disruptive technologies 
Social networking 
Upgrades 
Robotics 
Artificial Intelligence 
Security 

	· Entire digitisation of patient services
· Staff working from home
· Social networking as a communication method
· Changing landscape of robotics and AI in medicine
· Data security
· IT Development
	· Medium

· Medium

· Medium

· High

· High 

	Legal
	Employment law 
Common law 
Local labour law 
Health and safety regulations 

	· Various legislation
· Wellbeing of Future Generations Act
· Working time directive
	· High
· High

· High

	Environmental
	Environmental restrictions imposed by in-country governments 
Sustainable resources
CSR (Corporate social responsibility)
Ethical sourcing 
Transportation 

	· Sustainability issues
· Infection control
· Procurement of PPE
· Supply of medicines, equipment, PPE etc
· Energy costs
	· High
· Very High
· Very High
· Very High

· High









 

	Internal Factors

	Strengths
	Weaknesses

	
· Excellent calibre of qualified professionals
· Strong leadership team
· Excellent community support mechanisms e.g. volunteers
· Location
· Low cost of living in the area compared to rest of U.K.


	
· Fragile public perception influenced by media and spotlighted by pandemic
· Low investment in digital infrastructure
· Rurality of area
· Cost of new treatments, medicines etc
· Lack of suitably qualified middle specialists

	External Factors

	Opportunities
	Threats

	
· Desirable area to live and work
· Investments already made in new ‘super hospital’
· Capacity for new resources 
· Potential for greater links with primary care





	
· Economic climate
· Effect of Brexit on procurement of PPE and medicines
· Perception of Health Board from public
· Government policy changes
· Pandemics
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