Understanding the Business Context of Human Resources
Introduction
This report looks at different types of organisations and considers how their business purpose impacts on the Human Resources function. It examines the role of the HR function in the different types of organisation and how external and internal factors impact on HR’s role. Finally, it explores HR’s contribution to strategy development and delivery. 

In the UK, most organisations can be identified as one of three types of organisation: private; public sector; or third sector. 

Public Sector organisations provide public services to the UK population, such as health and education, and are funded by the public purse i.e. funds raised through taxation. As such, the public sector is accountable to the public, through elective officials and independent scrutiny, for the way in which it is managed.

Private sector organisations are established and operated by individuals, or groups of individuals and are driven by profit; sole traders, partnerships and companies are types of private sector organisations and all are subject to varying regulation.

Third sector organisations include charities, voluntary organisations and social enterprises and operate on a not-for-profit basis. 

Case studies
Hywel Dda University Health Board is a public sector organisation that provides healthcare services to a total population of around 384,000 throughout Carmarthenshire, Ceredigion and Pembrokeshire. It provides Acute, Primary, Community, Mental Health and Learning Disabilities services via Hospitals, Health Centres, GPs, Dentists, Pharmacists and Optometrists. 

Macmillan Cancer Support (hereon in referred to as Macmillan) is a UK-wide registered charity organisation that provides support services to people living with cancer. In 2019, Macmillan provided personal support to £1.9m people, as well as information services to over 8 million people, raised £229 million and spent over £180 million on services for people living with cancer. (Macmillan, 2019, p7)

Business context and the HR function
Currently in the UK, around 17% (5.5 million) of the total workforce are employed by the public sector. (ONS, 2020). Public sector organisations such as Local Authorities and Health Trusts are large organisations and often the main employer in communities.

Hywel Dda Health Board employ over 10,000 permanent staff and 2,000 temporary staff. Like all Health Boards in Wales, Hywel Dda operate a HR structure that comprises HR specialists, HR generalists and shared services. HR specialists head up functions such as resourcing and utilisation, learning and development and organisational development, developing HR policy and practice at a strategic level within the organisation. HR generalists are based on each of the four acute sites, supporting operational line managers to enact HR policy with line managers also having responsibility for managing day-to day HR issues including absence management and performance appraisals. Within NHS Wales, transactional HR processes from hire through to retire services are outsourced to a shared service centre. This arrangement provides a standardised approach, economies of scale and, being the sole provider of these services to the NHS, allows a focus on customer care and service quality.


Macmillan employ around 1,800 people across the UK. Similar to the Health Board, their HR structure includes HR specialists that lead on specific functions which work alongside a team of HR Business Partners. The Macmillan structure is based on 9 regions across the UK, each with its own Business Partner, providing support and advice on HR policy and practice to line managers across their region. However, like many charities, Macmillan manage their transactional HR tasks in-house rather than outsourcing. Factors such as limited resources or a lack of skills or expertise to commission services may impact on a charities appetite to outsource its services. Charity organisations also heavily rely on the public’s trust and need to consider what impact their relationship with an external company could have on their reputation, particularly if there are problems with the quality of service received. Charity organisations in the UK are able to collaborate in the sharing of facilities or back office functions such as HR, although they need to be satisfied that collaboration is in their best interest and doesn’t compromise their independence. (UK Government, 2021) 

As a publically funded body, the NHS has to adopt an open and transparent approach in their management of resources, including its workforce. HR managers have a duty to ensure that decisions on issues such as terms and conditions, remuneration and access to training, are applied fairly and consistently. This means that public sector HR managers are less likely to be innovative in their approach than their private or third sector colleagues (Taylor and Wilkinson, 2016a, p47).

All jobs across NHS Wales are job matched to pre-defined role profiles. Remuneration is based on a banding system and employees are expected to commence in post at the lowest point of the scale within that band. Whilst there are some exceptions, decisions outside of policy need to be evidence-based and robust. This system means that it is difficult for the organisation to attract and retain its workforce, particularly medical and nursing staff, in what is not just a competitive labour market but a rural area, which provides additional challenge. 

Unlike in NHS Wales, Macmillan line managers are able to offer more flexibility in terms of remuneration, with the authority to decide on the pay level of new recruits. This can help charities to attract and remunerate staff at their level of skills and competence in a competitive market. However, this can result in pay discrepancies between employees with very similar responsibilities across the UK. Inconsistent practice on issues such as pay can result in staff feelings of resentment or being undervalued, which in turn can put the organisation at risk of formal grievances and ultimately, employment tribunals.

How organisational structure and management roles impact on the HR function.
An organisational structure is a system that sets out each role and where it sits within the organisation. The purpose of an organisational structure is to outline the lines of authority and communication that are in place to enable the organisation to conduct its business and achieve its objectives. Organisational structure can impact on the structure and responsibilities of the HR function. Roberts (2016, pp175-178) refers to a number of types of organisational structure including hierarchical and non-hierarchical structures.

Hywel Dda Health Board operates a hierarchical structure that reflects the corporate, including HR, and operational functions of the organisation. Workforce and OD are a strategic player within the Health Board; the Director of Workforce and OD sits as a full member on the Board and there is a Workforce, Organisational Development & Education Strategy in place to deliver a cultural change programme over the next 10 years.

The HR structure in the Health Board supports the delivery of both longer-term strategic objectives, through HR specialists, and operational HR issues, via HR generalists. Delegating activities that are not considered strategically critical to a shared services centre and/or to line managers allows the organisation to focus its resources on delivering its strategic objectives.   

Third sector organisations often have restricted resources and are less likely to have the infrastructure to support a distinction of roles between strategic and operational HR. As resources often present a challenge for third sector organisations, their HR function is often transactional in nature and with HR managers have limited influence on strategy (Taylor and Wilkinson, 2016b, p48). Smaller charities are usually less bureaucratic and hierarchical which often means simpler decision-making processes. (Giving Force, 2018) Some national charity organisations operate structures similar to that in the private or public sector; for example, in Macmillan, the People Director is a member of the Executive Strategy Team. 

The role of the HR function in formulating organisational strategy
A business, or organisational, strategy sets out the future vision and the long term plan of action to achieve the organisation’s objectives. In his definition of strategy, Porter (1996, p68) describes strategy as ‘the creation of a unique and valuable position, involving a different set of strategies’. That is, that not all organisations will have, or indeed want, the same strategy, particularly in a competitive business environment such as the private sector. 

Organisation’s need to understand their capability and capacity, and any gaps, to enable them to deliver their strategic aims and objectives; this is a process described by the CIPD (2020) as Organisational Design. HR have a key strategic role to play in influencing the development of organisational design, ensuring that the organisation’s policies and practice are designed to maximise organisational performance. Sustained performance needs to be supported by planned Organisational Development activities, focusing on people aspects such as performance, culture and capability.

Over the last 30 years, HR has become a business critical function. Its focus has moved from being largely transactional to playing a key role in determining the success of an organisation through its employees. Ulrich and Dulebohn (2015, p190) describe this change as transformational.

Organisations that approach strategy development in a classic or rational way (Taylor and Wilkinson, 2016c, p59), need to consider the necessary enablers to deliver their strategy, including its people resources. It is critical that HR has a clear understanding of the business strategy in order that it can assess the likely workforce requirements over the strategy period and advise on the actions required to address any anticipated challenges such as a shortfall in numbers or capabilities. HR have a role in developing evidenced based HR practices using people analytics to understand how the workforce can contribute to positive organisational outcomes. (CIPD, 2018).

HR has a role in ensuring that the organisation’s values and expected behaviours are reflected in the strategy and in supporting leaders to bring these to life within their own teams. HR plays an important and influential role in supporting organisations through change, often requiring conversations around new ways of working requiring a whole culture change. (BPI Group, 2020)

Wilkinson and Taylor (2016, pp23-24) suggest that it was around 20 years ago that HR began to be seen as having a role in strategy implementation and yet despite this, HR Directors remain underrepresented on Boards (Cummings, 2020). Capelli (2015) argues that HR, not organisational executives, have the relevant experience and expertise on workforce issues and are best placed to highlight the key issues that matter to an organisation’s performance. 

Translating organisational strategy into HR strategy and policy
To deliver their business strategy, organisations must reflect their people requirements in their HR strategy and the development of effective HR policies and practices that support the organisation’s objectives are fundamental to their delivery. (Taylor and Woodhams, 2016, pp141-172).

Taylor and Woodhams (2016, pp141-172) argue that HR strategies need to integrate with the business strategy both vertically and horizontally. Horizontal integration refers to the internal fit of HR components across the organisation; that is, that policies and practices across HR functions are aligned and congruent. Vertical integration means the extent to which HR practices are aligned with the strategic management and objectives of the organisation. For example, in implementing culture change, an organisation needs to ensure that its policies enable employees to work and behave in ways that support that change. Taylor and Woodhams suggest that, based on management literature, the effectiveness of an organisation’s HR strategy is dependent on the extent of vertical and horizontal alignment within the organisation.

Contingency thinking is one approach to developing a business strategy where factors impact on objectives to the extent that the strategy emerges over time. (Taylor and Wilkinsons 2016d, p61).  A number of commentators, including Porter (1985), advocate a flexible approach to leadership that is dependent on the circumstances at any point in time. That is, that a ‘one-size-fits-all’ approach to management is not always effective because of the external and internal constraints that organisations face. Barney (2016, pp72-73) suggests that contingency theory aligns with both vertical and horizontal integration and that for organisations to be successful they must not only fit HR practice to business context but also ensure that HR practice is consistent across the organisation. 

Resource-based thinking is an alternative theory to contingency thinking. Resource-based takes an internal view on strategy formation. This approach advocates a focus on key competitive strengths within the organisation, not just in terms of its workforce but also in terms of its branding, skills and tangible assets. (Taylor and Wilkinson, 2016e, p62). Resource-based thinking focuses management attention on their unique internal strengths and the opportunities for them to exploit these to their competitive advantage. These strengths may be difficult to define in a tangible way, such as the culture of an organisation, its reputation as an employer of choice or its relationship with its customers.

Conclusion
Organisational factors, such as the type of business, can impact on the human resources function within organisations, for example between public and third sector organisation as explored in this report. HR has a higher profile within public and private sector organisations than it does in third sector organisation. Size, funding, regulatory requirements and a competitive market are key factors influencing the structure and position of HR within organisations.
 
This in turn often reflects the influence that HR has on the contribution to strategy development within an organisation and the extent to which the organisation’s workforce feature as a key enabler to delivery. 
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Introduction
This report explains the PESTLE and SWOT analysis techniques and how external factors impact on the business of Hywel Dda Health Board, including the HR function.

PESTLE
PESTLE is a tool for helping to identify external factors affecting an organisation. (CIPD, 2020a).  PESTLE analysis considers the following six factors: 
· Political – policy, strategy, targets;
· Economic – finances, sustainability, market;
· Social – population demographics, patient expectations, geography, culture;
· Technology – IT infrastructure and software, advances in technology, advances in clinical techniques, equipment;
· Legal – legislation, regulations, litigation; and
· Environmental – estate, carbon footprint, access.

SWOT
A SWOT analysis is a tool for identifying the strengths, weaknesses, opportunities and threats that affect the organisation. (CIPD, 2020b)
· Strengths – positive attributes internal to the organisation that are within your control.
· Weaknesses – internal factors within your control that may impede your ability to meet your objectives.
· Opportunities – external factors that the organisation should (or could) develop.
· Threats – external factors beyond your control that could place the organisation at risk.

External Factors impacting on Hywel Dda University Health Board
The PESTLE and SWOT analysis has highlighted a number of key external factors that impact on Hywel Dda Health Board, and specifically on the HR function.

The most current issue is the COVID-19 global pandemic. The pandemic has put extreme pressure on the Health Board; demand has been unprecedented and this has been further exacerbated by staff absences as a result of sickness, shielding or self-isolation.

In March 2020, the Health Board initiated a mass recruitment exercise for nursing and facilities staff to ensure that they could meet the additional anticipated service demand. Due to the volume of vacancies and applications, HR needed to make swift changes to their recruitment and on-boarding processes:
· Interviews - telephone interviews conducted and interviews were shortened;
· Pre-employment checks moved from face-to-face to virtual; and
· Training sessions were condensed to three days from five.
All interviews continue to be conducted virtually and it remains to be seen if this will become common practice once the pandemic eases.

Technological advances have enabled the Health Board to respond quickly to the impact of the pandemic on working practices through the accelerated implementation of Microsoft ‘Teams’, which has enabled many staff to work from home. Initially, HR were dealing with a significant volume of queries from staff who were concerned about managing work and home-schooling and/or childcare. HR produced and regularly updated guidance documents for staff. Whilst policies have yet to be formally reviewed, there is little doubt that flexible working will be a hot topic for future discussion. 

BREXIT will potentially impact on the Health Board’s existing shortage of clinical staff. HR will need to ensure that its recruitment strategy reflects activities that will attract and retain staff in the longer-term.

The Welsh Language Act sets out the NHS responsibilities to improve services for those who need or choose to receive their care through the medium of Welsh. Health Boards need to improve the capabilities of their workforce in the awareness and application of the welsh language. 

The Health Board has started to extensively use social media to increase their profile as an employer of choice – using the platform to advertise not only opportunities but the local environment, selling the Hywel Dda area as a place to work and live. 

