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Introduction 

Within this delegate pack, it is explained how the role of Human Resources has evolved throughout the years in the contemporary business world. HR has evolved over time in response to changing internal and external situations and the distribution of HR activities will depend on each organisations strategy, market and competitive position, type of workforce employed, sector and size (Farnham, 2015).The pack will include key forces which shape the HR agenda and discuss factors which impact the business environment and HR function, both external and internal. The role of HR in strategy formulation and implementation is explained, as well as their contribution to business ethics and accountability.  Also the role of HR in business planning and change management and how performance data of organisations can be assessed and utilised for future planning purposes. Finally, the future of HR and trends will be discussed and highlights the need for HR professionals to keep relevant in the ever changing world of business.   
2.1 The Human Resource agenda

The purpose of Human Resources role is to support the delivery of an organisations strategy and objectives through the management of people and performance (Wilkinson & Taylor, 2016). HR previously used to be more involved with the delivery of employee lifecycle however today HR adopts a partnership approach which is at the centre of business performance. HR now plays an important role to encourage decisions which will benefit an organisation goals in the short and long term. The relationship between HR and line managers is crucial as they need to encourage line managers to take more responsibility for HR activities, which increases the ownership of such activities. In order to survive, organisations need to respond to a number of external factors shaping the HR agenda and with knowledge and understanding of these, they will be able to react appropriately to them (Farnham,2015). Research suggests that there are various key forces which shape the HR agenda.
The Ulrich Model 
David Ulrich proposed the ‘three-legged stool’ model which explains how three types of HR professionals work in different ways, within an organisation. These include HR Business Partners; senior HR professionals, Centres of excellences; small teams of HR specialists and Shared service centres; large divisions which deal with the routine necessities of an organistion. (Wilkinson & Taylor, 2016). This model defines a strategic role of HR in an organisation and how it will deliver key objectives.  It has proven very influential, as it shows the ideal structure for the HR function. This model has been the norm within many organisations, especially within large organisations where teams previously carried out all HR activities, from routine administration tasks to strategic direction, now follow this. (People Management, 2006) However, despite the interest in this model there is little evidence to show how many organisations structure their HR function in this way and David Ulrich confirmed that “HR is not where it was 20 years ago” (People Management, 2017a). Research also suggests this as following the CIPD’s 2010 HR Outlook survey, only 30% surveyed from large organisations confirmed their HR structure was similar to Ulrich’s model (Wilkinson & Taylor, 2016).
The Harvard Model 
The Harvard model proposed by Beer et al (1985) assumes that HR policies are influenced by stakeholder interest and environmental factors which surround them (Farnham, 2015).
Figure 1: The Harvard Model
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Different types of organisations will structure there HR functions differently as they will have different objectives. For example, the primary objective for an organisation in the large private sector will be producing the most income, and this will require the HR function to be either made of a large numbers of generalists or specialists or something similar to the Ulrich model. Contrastingly, for a small to medium-sized organisation, where the resources will most likely be small, the HR function will most likely consist of an individual working in partnership with management (Wilkinson & Taylor, 2016). HR professionals need to take into account the types of organisations and its variations when it comes to HR function and how they want their HR career to progress.  
HR Strategy
It is important to ensure an organisations HR strategy is not only aligned with the overall business strategy but developed hand in hand (Personnel Today, 2002). The HR strategy is a core element of overall business planning and HR policies and practices need to support the objectives of the business in order to be effective. HR must understand the business and external contexts and communicate this to senior managers to influence strategy.
Business Ethics
It is important that the HR function takes an ethical approach in all its actions. Kew & Stredwick (2010, p351) discusses a definition of ethics which has three core elements: fairness, deciding what is right or wrong and practices and rules which underpin responsible conduct between individuals and groups. (Wilkinson & Taylor 2016, p36). Research suggests that ethical practice within an organisation can improve business performance. HR has a primary role to play in the encouragement of ethical behaviour and this can be done by developing and circulating a business code of ethics. These codes can be educational, regulatory or aspirational depending on the organisation and work best when they recognises the important relationship between internal and external stakeholders  (Wilkinson & Taylor, 2016). 
Sectors  
Economic sectors take an effect on HRM, as each sector will require different involvement from HR professionals due to the context an organisation operates in. Most organisations form a part of either the private, public or third sector. However some organisations cross the boundaries. In the private sector, they employ teams of HR specialist which is head by a senior directors who reports to the CEO. Contrastingly, in the public sector, they tend to have large HR functions to undertake managerial influence and HR directors are members of the senior executive board who insist HR practice is followed. Finally in the third sector, resources can be problematic therefore in this sector HR is not represented on the senior management team and carry out basic HR administrative activities. Therefore there is little HR influence on strategy (Taylor & Wilkinson, 2016).
External influences
External contexts also influence the role of HR in practical terms. These include socio-cultural, technological, economic, environmental, political, legal and ethical. In order for HR professionals to develop and implement appropriate HR strategies, they need understand these contexts. (Farnham, 2015). STEEPLE is a useful tool to enable HR professionals to identify external contexts which are impacting their organisation and responding to them appropriately. 
Table 1 – External context of organisations and examples 
	External context
	Examples

	Socio-cultural
	Working population, gender, ethnicity

	Technological
	Robotics, technological change, research and development

	Economic
	Exchange rates, markets and prices

	Environmental
	Carbon footprint, protecting the eco-environment

	Political
	Government, opposition, international organisations

	Legal
	Employment law, health and safety, code of practice

	Ethical
	Balancing stakeholder interest, ethical business relations.



In order for a business to succeed, HR professionals need to understand the external contexts explained above in their organisation and to lead change as a result. HR strategies, activities and solutions are essential to encourage a competitive advantage in the marketplace (Farnham, 2015).



2.2 Analysing the Business Environment

There are many tools that can be applied to analyse the business environment and it is important for organisations to select the best tool to use given the challenges they face.
SWOT
A SWOT analysis is a planning tool used to understand the Strengths, Weaknesses, Opportunities and Threats within a given project in an organisation. The tool involves identifying internal and external factors that either support or hinder the organisation on achieving a set objective. It will help an organisation to focus on their strengths and minimize the threats to take advantage of the opportunities available (Mindtools, 2017a). The strengths and weaknesses are often internal factors, whilst opportunities and threats generally relate to external factors. As an analytical tool, it has many strengths however research suggests that it is often used badly by managers as an alternative to undertaking details analysis, internal and external (Kew & Stredwick, 2016). However if used well, it can be used for brainstorming meetings, problem solving, strategic planning alongside PESTLE and PRIMO-F and competitor evaluations alongside Porter’s five forces (CIPD,2015a). The tool is valuable as it is made up of a self-assessment for management. 
Should I include an example of a SWOT analysis?
PESTLE
A PESTLE analysis looks are key factors influencing an organisation from the outside (CIPD, 2017b). This tool explores six external influences on an organisation: Political, Economic, Sociological, Technological, Legal and Environmental. By analysing these factors, an organistion can gain insight into external influences which may impact their strategy and business decisions (CIPD,2015). This tool is useful for understanding risks associated with market growth or decline and also the potential and direction for an individual organisation. 
Table 2- External influences and the effect they have on HR
	External influences
	Effect on HR

	Political – UK parliament
	Implications of Brexit, need to compete for staff in open labour market

	Economic – globalisation
	Demand for skilled workers, impact on recruitment strategy

	Sociological – growing, ageing population
	Demand for flexible working

	Technological- internet
	Changing ways people are managed

	Legal – UK, EU Law
	Need to respond to changes in UK regulatory climate

	Environmental – acting ethically
	Green HR policies



Should I include an example of a PESTLE analysis?
Porter’s Five Forces 
Porters five forces is a useful tool for understanding the competitiveness of the business environment. The tool helps organisations to understand forces in their industry which can affect profitability (MindTools, 2017b). Michael Porter, a Harvard Business School professor created the tool as he recognised organisation were interested in their competitors however he encouraged them to look at other competitive factors which could impact profitability. These forces are Competitive Rivalry, Supplier Power, Buyer Power, Threat of Substitution and Threat of New Entry

Figure 2 – Porter’s Five Forces
[image: Porter's Five Forces Diagram]
This tool has become one of the most important and highly regarded business strategy tool since its publication in 1979 (MindTools,2017b). By looking at how these forces affect the organisation, it will help to think over what can be changed to improve the organisations industry position in order to increase profitability. Having said this, this model has received criticism as it takes an economist’s approach and makes some basic assumptions (Kew & Stredwick, 2016).
PRIMO F
PRIMO-F is a tool for analysing the internal environment. The tool consists of six areas: People, Resources, Innovation, Marketing, Operations and Finance and can be used as an agenda for change. Using this tool HR work alongside management to score the organisation in each area and identify the areas of strength and weakness, to either make the most of them or develop a plan to address them (RapidBi, 2011). Used effectively with PESTLE, it can provide structure to completing a SWOT analysis. 
As discussed previously, an organistion needs to select the best tool to use to analyse their own business environment. By comparing the different tools advantages and disadvantages, an organisation can select the most appropriate tool to use.
Table 3- Advantages and Disadvantages: Tools for the business environment.
	Tools
	Advantages
	Disadvantages

	SWOT
	Enables organisations to focus on strengths and build opportunities
	Requires involvement from different people with different perspectives

	PRIMO-F
	
	

	PESTLE
	It encourages the development of external thinking
	The process needs to be undertaken regularly to be effective

	Porters Five Forces
	Provides more information on strategic competitiveness
	Assumes non changing industry structures 



1.1 Impact on organisation’s business

Different factors can impact an organisations business and these can be internal or external factors.  The market and competitive context of an organisation will influence the factors which impact the business. Internal factors within the organisation impact success and approach of operations, which can be managed however with external factors, it is difficult for an organisation to control. (PESTLEanalysis, 2015)
Figure 3- Internal and external factors
[image: Image result for internal factors of business environment]
Internal 
Internal factors are often looked at in a SWOT analysis in order analyse the organisation and its environment. Loss of key personnel is an internal factor which can impact an organisation’s business.  If an organisation losses a key member of staff with years of experience and knowledge of its systems, they take all this knowledge with them. As a result, HR needs to ensure succession planning is one of their key considerations in order to minimise the threat of this internal factor to the organisation. 
Staff morale is another internal factor which can impact an organisation’s business. Low morale can be destructive in a business and can lead to poor productivity, absenteeism and even turnover in some cases. The saying ‘ Happy Employees mean Happy Customers’ is appropriate and believed by most employers as low morale can cause disconnect between employee which no organisation wants (Chron, 2017). Causes of low staff morale can include poor working conditions, poor leadership and low salaries. HR’s role in dealing with low staff morale is vital, as they need to be addressed quickly in order to minimise the effect it has on the organisations business and also not to mention, personnel is key to an organisation success. 
External 
Technological and Economic factors can impact an organisation’s business, which are both external influences. 
The advances in technology have implications on organisations, manager and workers (Farnham, 2015) The most obvious examples is the internet, emails and in HR, the introduction of electronic payroll systems and electronic record systems. Soete (2011) highlighted a number of implications on an organistion which arise from new technologies, one of which being that new developments affect communication between individuals in and amongst organisation. The introduction of ICT systems has radically affected how people are managed within organisations (Farnham, 2015).  As a result, the HR function needs to constantly adapt itself to the technological factors which impose on their organisations and the affects they may have on the changes in how people are managed. 
Economic factors play a large part in how organisations make decisions as these are connected to goods, services and money. (PESTLEanalysis, 2016) Examples of economic factors include interest rate, inflation and taxes, to mention a few. Interest rates affect organisations differently and will be of more interest to banking companies however it may also impact on companies who’s business strategy rely on taking out large loans. The current economy can affect an organisation’s recruitment strategy as it imposes the demand for labour. Some organisations may need to determine how people are recruited, trained or retrained and will need to adjust their HR policies and practices accordingly (Farnham, 2015).  
2.3 Strategy formulation and implementation 

Tyson (1995, p3) defines HR strategy as ‘a set of ideas, policies and practices which management adopt in order to achieve a people management objective’ (Farnham, 2015). It is evident that HR strategies need to have ‘external fit’ with business strategies and be vertically integrated (Fombrun et al 1984, Guest 1987, Schuler & Jackson 1987, Pfeffer 1998). Marchington et al (2012) claims that integration is at the centre of HR strategy, which takes two forms; vertical and horizontal integration. Vertical integration refers to the links between HR and external forces. These refer to political, economic and social forces to say a few. Horizontal integration refers to the ‘fit’ between internal forces and how they support or hinder the organisation. These include organisation design, employee engagement, performance and reward etc. (Farnham, 2015). In order to maximise HR contribution, vertical and horizontal integration needs to be strengthened.  
Strategy Formulation 
Mintzberg (1994) was the most influential thinker in strategy formulation who introduced a contingency model which explains when which strategy formulation process is most appropriate. The complexity of the organisations and its environment and the rate of change within that environment are key variable which can be different for different organisations at different times.
Wilkinson & Taylor (2016) distinguishes three basic approaches to business strategy:
1. Rational – senior managers develop the strategy by undertaking analysis of external and internal factors and use the information to introduce goals and objectives for the organisation. 
2. Emergent  - trial and error approach to strategy formation and each step is logical and consistent. Goals are set by senior managers however the responsibility lies in the hands of people throughout the organistion to achieve its objective.
3. Symbolic – implement what works best and retrospectively implement this into the strategy. Little strategic leadership occurs here.  
There are three approaches to the formation of HR strategy:
· Best practice
· Best Fit
· Resource based thinking
Best Practice 
The best practice approach is based on the assumption that there is a set of best HR practices. Pfeffer (1994) produced a list of ‘best practices’ and assumed that adopting these would lead to greater organisational performance. These are:
1. Employment security
2. Selective hiring
3. Self-managed teams
4. High compensation contingent on performance
5. Training to provide a skilled and motivated workforce
6. Reduction of status differentials
7. Sharing information 
(Armstrong, 2016)
This approach has received criticisms as it is difficult to assume that there is such a thing as universal best practice and what works efficiently in one organisation may not necessarily work efficiently in another. 
Best Fit
The ‘best fit’ approach emphasises that HR strategies should be related to context, circumstances within the organisation and its type (Armstrong, 2016).
According to Porter’s generic strategy model developed in 1985, there are three basic strategic options, which can be applied to services in all industries, an organisation should take in order to gain a competitive advantage (MindTools,2017c). These are Cost Leadership, Differentiation and Focus. An organisations HR policies need to be in place efficiently in order to support these strategies. Cost leadership strategies can be achieved by reducing cost to a level below an organisations competitors. Differentiation strategies can be achieved by offering exclusive opportunities which are important to their customers. Focus strategies can be achieved by offering features to customers which are not available to other organisations (MindTools, 2017c). This model is a type of ‘best fit’ approach to the formulation of strategy. Despite being influential, the concept has its limitations as it tends to neglect the fact that institutional forces shape HR and it cannot assume that employers are free agents able to make independent decisions (Armstrong, 2016).
Resource-Based Thinking
Finally, the resource-based thinking approach assumes that resources in an organisation is what creates its competitive advantage. Barney (1959) suggests that resources which are the most valuable and hard to imitate will lead to competitive advantage (Armstrong, 2016). 
In summary, the ‘best fit’ model appears to be more realistic than the ‘best practice’ model mainly because this approach looks at factors within an organisation in order to form its HR strategy, however there is no single HR strategy which will deliver success in all cases (CIPD, 2017a). It is also important to ensure the choice of strategy is evaluated against three factors: Suitability, Acceptability and Feasibility. This can be establish by looking at the outcome of a SWOT analysis for its suitability, looking at internal and external stakeholders for its acceptability and what resources are available for its feasibility.  
Strategy Implementation
Alexander (1985) identifies 5 main features of successful strategy implementation. These include Communicating, Starting with a good idea, Gaining employee commitment and involvement, Providing sufficient resources and Developing an implementation plan.
Use examples of formulating strategy at SMH
2.4 Business ethics and accountability  

As discussed previously, it is important and makes good business sense that organisations act ethically. Some corporate responsibilities stem from legal responsibility such as health and safety however business ethics goes beyond legal necessities. Kaptein & Wempe (2002) highlight that organisations are responsible for their decisions. As a result, HR’s contribution to ethics is so important. Many of their decisions will pose ethical questions since they deal with people issues. The CIPD code of conduct includes ethical standards and integrity and it promotes ethics and high standards of conduct as part of being a HR professional. The CIPD provides 8 ethical perspectives for dealing with organisational problems and explains that each situation will require decision makers to make the right choice for their organisation. 
Table 4- Summary of eight perspectives (CIPD, 2015b)
	Fairness
	Everyone is an organisation should be able to agree to it, whatever their place in it

	Merit
	Jobs and their rewards should track talent and hard work

	Markets
	Jobs and their rewards should follow from voluntary market exchange

	Democracy
	No one should be subject to a regime in which they have no say.

	Well-being
	Work should be good for us.

	Rights and Duties
	Everyone has a right to do some things and to be free of some things, and everyone has duties not to violate others’ rights

	Character
	Each of us should work to develop the best ethical character for our roles.

	Handling Down
	We can’t reinvent or master the world, and are instead responsible for conserving and maintaining the small part of it over which we currently have stewardship, and for passing it on undamaged to descendants



The idea behind the eight perspectives is to present a different viewpoint on workplace issues which asks ethical questions. HR professional will be able to use these perspectives in order to help resolves the issues at hand and advise management on how to do this effectively. The core skill for a HR professional now and for the future is to understand these perspectives and provide sensitivity to the ones that matter within their organisation(CIPD, 2015b).
3.1 Evaluating Business Performance

In order to establish whether an organisation is accomplishing set objectives and for the HR function to demonstrate that it adds value to an organisation, there needs to be an effective way in which the business performance can be evaluated. Organisations measure success through HR analytics, quantitative and qualitative data and most commonly use tools such as HR statistics, Key Performance Indicators and balance scorecards for this. (not sure whether to go in to more detail on these indicators- if so in core text book p30). The sector in which an organisation is in will use different measures of performance. Within the private sector, they may use financial results, profitability or productivity whereas in the public sector they may use financial targets, efficiency savings to measure performance following public management reforms. HR’s role is then key to implementing change as a result. 
Table 4 – Types of Indicators to measure performance
	Tools for evaluating business performance
	Definition
	Methods/Examples

	HR statistics
	Statistics relating to HR useful for benchmarking internally and externally
	Absence figures– quantitative
Employee satisfaction surveys – qualitative

	KPI’s
	Identifying aspects which are most critical to objectives 
	Profit – quantitative

	Balance scorecard
	List of performance measures in tables together with strategy showing how these measures relate to its objectives. Four perspectives – customer, financial, internal process and improvement 
	Return on investment – quantitative 



Issues arise with evaluating HR’s contribution as traditional ways of evaluating, such as absence, do not reflect HR’s contribution or how HR benefits an organisation long term. This is due to the fact that it is the line managers take responsibility for putting policies into action. In order to ensure HR’s contribution is valued, modern ways of evaluating have emerged over the years. These include: stakeholder analysis; consider all that require a HR service, responsiveness; effectiveness of response to grievances, board membership/influence on strategy, to mention a few.  
Organisations undergo major change every three years and minor change continually.
There are various models of change. Lewin (1950s) model explains three stages in change management-Unfreezing, movement, refreezing. It shows that change involves a move from one static state to another.  Another model of change is Beer’s 6 stage model of change which focuses on a six-step process to accomplish effective change. This model explains that the main components to effective change lies with employees roles, responsibilities and relationships. Kew & Stredwick (2010) explained that HR’s invention is crucial at each of the stages of beer’s model.  
Table 5- How HR contributes to change at each stage of Beer’s six-step process
	Beer’s model of change
	HR’s role

	Mobilise commitment to change through joint analysis problems
	Benchmarking, environmental scanning to identify need for change, encourage learning culture

	Develop a shared vision
	Understand the culture, support and direct the visions which underpin culture

	Foster consensus and commitment to the shared vision
	Develop and support the feeling of ownership of change by employees

	Spread the word about change
	Communication

	Institutionalise the change through formal policies
	New policies, rewards systems to support new ways of working

	Monitor and adjust as needed
	Flexible development policies



Both these models have been criticised for assuming that it is possible to plan a methodical move from one state of change to the next, as nowadays change is more chaotic therefore a more open process would be appropriate (Kew and Stredwick, 2016).  
 A further model of change is the DREC model (denial, resistance, exploration, commitment) which derived from the Kübler-Ross Model. This model identifies how individuals cope with change and explains how individuals take time to work through the cycle. 
Each model of change has its strengths and weaknesses and can be adapted to any organisation’s needs. It is evident that change must be managed, applied and accomplished where there is always communication. HR’s key role in change management, is to ensure that communication within an organisation is consistent throughout the change process. Whether this is via top-down channels, where senior managers take to employees or bottom-up channel, where employee are given the opportunity to be included in change workshops or idea generations.  
HR has a vital role to play in change management as it concerns not just controllable factors but also uncontrollable factors which are as a result of people and the meanings people attach to processes. 
Table 6 – HR’s contribution to change – Controllable and Uncontrollable factors
	Controllable factors (business processes)
	Uncontrollable factors (people)

	Advising leaders in skills available
	Awareness of how change can affect people

	Understanding stakeholders concerns to predict problems
	Encourage the likelihood of buy-in and to promote organisation culture to embrace change

	Evaluating and reporting on impact of change initiative on HR
-absence levels
-satisfaction surveys
	Awareness of the need to plan change carefully that affects jobs security, prospect or careers.



3.2 Sources of Business Data 
 
Different sources of business and contextual data can be assessed and used for planning purposes. These include internal, industry, competitor and government data. 
Internal
Internal data such as sickness statistics can be assessed and used for planning to ensure an organisation has the adequate cover for a set of skills or department or even to assess whether there are any underlying problems. 
Industry 
Industry data, for example within healthcare can be NHS waiting list statistics within a given speciality, can prove useful to a private hospital as they could use this data to plan for an increased volume of patients from this speciality. 
Competitors
Competitors data can provide information to organisations for benchmarking purposes and how they compare to other similar organisations.
Government
Government data such as budget and or autumn statements can give organisations prior notification of changes to employment legislation, in order to plan future costs. These can include an increase in minimum wages or changes to maternity leave to name a few. HR needs ensure this data is available to senior management to ensure appropriate planning is implemented for any changes required. 
HR needs to understand management systems and identify the power structure within their organisation in order to influence and effectively improve organisational performance. Their influence can therefore improve employee understanding of the importance of customer care systems (Kew & Stredwick, 2016). 
Latest analysis from XpertHR Benchmarking reveals the seven essential HR metrics for 2017:
1. Number of employees per HR staff member
2. Labour turnover
3. Absence rate
4. Annual leave
5. Pay awards
6. Absence cost
7. Graduate starting salary
With number of employee per HR staff member ranking at the top of the list for most frequently accessed data, this suggests that HR professionals main concern is their own departmental resourcing.
The main benefits of using HR metrics is to ensure an organistion is better informed when making decisions and it enables HR to be more proactive. According to recent XpertHR research, 97.1% of HR departments gather HR metric data. (PersonnelToday, 2017)
Conclusion

Hendersons (2017) highlights future trends which were identified following the CIPD research report, 2015 From Best to Good Practice HR: Developing principles for the profession, which would impact the HR profession. These trend include the increasing use of technology which will increase the complexity of tasks which require computerisation. This will be followed by an increase in demand for highly skilled jobs. As a result, HR will be required to look into retraining employees in order to ensure they achieve the necessary skills to match the technology advance. Individualism was also highlighted as a future trend which will impact business’. It was found that employee will demand a better work-life balance and HR will need to ensure the support for this is individualised.
In conclusion, the pace of change in various areas such as technology, economics, politics and society is accelerating more and more every day and this puts emphasise on HR leaders and professionals to learn to spot new opportunities and act quickly to changing situations. This will ensure HR remains relevant and at the centre of ongoing development and success of their organisations (People Management, 2017b).
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