Business Issues and the Contexts of Human Resources

Introduction
This discussion will analyse how organisations differ in their terms of objectives, the particular contexts in which they operate and how work grows more complex as technology, globalisation, changing workforce add to the challenges for a HR profession. The report will look at how HR must evolve and grow for the future and how business leaders and professionals have the opportunity to understand HR, the current situation that HR professionals are at and their contribution to business ethics. 	Comment by Dawn Warren:  

Section 1 
The role of HR is changing every day with the increased of technology and globalisation. According to (Taylor and Woodhams, 2016) the history of HR started as Personnel Management which dated back to the Industrial Revolution and then moved to Human Resource Management towards the end of the twentieth century.  It then took a further turn at the end of the century when increased free market competition, the growth of technology and knowledge-based industries companies had elevated. This is now called Strategic Human Resource Management (SHRM). 
According to (CIPD, 2016) Strategic HRM is an approach to managing human resources that supports long-term business goals and outcomes with a strategic framework. CIPD then follows on to say that this approach focuses on longer-term people issues, matching resources to future needs and macro concerns about structure, quality, culture values and commitment. 
Depending on the organisation the HR function can be organised in many different ways. For example, if the organisation is a small-medium sized there may be only one HR professional whereas in larger organisations it is more likely to be a team of HR professionals. (CIPD, 2015) backs this up as they suggest that the size of an organisation will have an impact on the HR function.  Smaller organisations with less than 
Organisations can be split into categories depending on the size. For example, micro-sized organisations usually employee between 1-9 employees, small to medium organisations employee 10-249 employees and large organisations employee over 250 employees. (Bernroider, 2002) 
Many larger organisations follow the ‘Ulrich’s 3-legged model’ was developed by the influential US academic, David Ulrich. This model is used for organising the human resource function. Ulrich’s model suggested that larger organisations should divided into three different segments.
· HR business partners – Senior HR professionals working closely with business leaders or line managers, influencing and steering strategy and strategy implementation. 
· Centres of excellence – This is small teams of HR specialist – developing and delivering innovative HR solutions such as, learning, engagement, reward and talent management. 
· Shared service centre- This is a large unit that handles the transactional services across the organisation. 
(Taylor and Woodhams, 2016) 
(CIPD, 2015) reported that Ulrich’s model “has been driving efficiency in the delivery of HR operations”.  
(Anon, n.d.) 2018 described several main benefits to the of Ulrich’s model.
· Quicker response to the need of the management
· Proactive HR approach towards its internal and external clients 
· Quicker response to the changed conditions in the organisation 
· Better methodology for the HR Measurement
They then go on to state that “The benefits are not visible immediately, the successful implementation takes time and HR has clearly focus on the main implementation task to be fully successful”
(Taylor and Woodhams, 2016) suggest that “The purpose of the HR function is to support the delivery of the organisation’s strategy and objectives through the effective management of people and performance”
It is clear that an organisations HR strategy must be clearly aligned with the strategy and activities of the business, as HR professionals have an important role to play in their organisations long and short-term decision making. 
There are a number of different strategies that HR professionals may use to analysis businesses and its environment. Some examples are PESTLE, SWOT and Porters five factors.
PESTLE
The PESTLE analysis stands for; Political, Economic, Sociological, Technological, Legal, Environmental. This analyses an organisations environmental influences. (LOOK AT CIPD) . PESTLE analysis can be used to understand the bigger picture. It can also be used to understand the risks associated with the organisations market. (Pestle Analysis, 2017) suggest that this concept is used as a tool by companies to track the environment they’re operating in. Some questions may be asked when the analysis is conducted. These may be: 
· What is the current political situation of the organisations country? 
· How may this effect their industry? 
· What technological advancements are likely to reoccur which may effect the market? 
· What are the environmental concerns for the industry? 
· Political –  What is happening politically in the environment in which you operate, including areas such as tax policy, employment laws, environmental regulations, trade restrictions and reform, tariffs and political stability. An example of this would means changes new taxes or duty tax may be brought in. 
· Economic –  This factor determinants the economy’s performance that directly impacts a company and their long-term effects. An example of this, may be a growth or decline in inflation rate as this would effect the way companies price their products and it would also effect the purchasing.  Another example would be exchange rates and interest rates and cost of living. 
· Sociological –  This factor looks into the cultural trends, demographics, analysis population, global warming and what is occurring in the markets in which the organisation are operating in. 
· Technological – This factor relates to the innovations in technology and how that may effect the operations of the industry. It’s a factor that organisations need to look at to see what is happening technology-wise which can impact as technology is continually changing and this may impact their products or services. An example of this would be Social Media, such as Twitter and Facebook. 
· Legal – The legal factor has both external and internal sides. There are certain laws that affect the business environment as in certain countries there may be certain laws and policies that companies must follow. For example, consumer law and changes to legislations which may impact access to resources, materials, employment and taxation with imports and exports. 
· Environmental – Organisations need to look at the influence their organisation may have on the environment. This is crucial for industries such as farming, agriculture and tourism. The organisations need to analyse factors such as, climate, weather and global changes. 






Table 1 – States the advantages and disadvantages of PESTLE
	Advantages
	Disadvantages

	Provides a simple and easy-to-use framework for your analysis 
	Users can oversimplify the information that is used for making decisions.

	Identifies strengths and opportunities for the organisation to focus on
	Doesn’t prioritise issues

	Helps to reduce the impact and effects of potential threats to your organisation
	Doesn’t help with resolving issues

	Flexible
	Focus’ on the present and not the future

	Little or no cost involved
	The process has to be conducted regularly to be effective and often organisations do not make this investment.

	Not time consuming
	




SWOT
(Sepehr Ghazinoory, et al 2011) suggests that “The SWOT analysis is the process of exploring the internal and external environments of an organization and extracting convenient strategies based on its strengths, weaknesses, opportunities and threats”. This involves identifying the internal and external factors that are either supportive or critical to achieving the objects set out. The SWOT analysis is used for an organisation during their planning process and decision making. 
· Strengths – The organisation will look at what their organisation does better than their competitors, the positive attributes within the organisations control. An example of this may be that the business has a higher standard of machinery compared to competitors so the lead time of products is reduced.

· Weaknesses – What can the organisation improve on?  What internal factors within the organisations control are stopping them from attaining their desired goal? An example of this that the price of supplies is too high or machinery breaking down too often.

· Opportunities: This is an external factor.  What market trends could lead to increased sales? The organisation need to look what opportunities exist from them and then identify their time scales.  An example may be if the business produces a product which is fitness based and the product they provide is deemed to be the “must have” product in the fitness market.

· Threats – This is an external factor that is beyond their control. The organisation need to look at what their competitors have over their organisation and if they could benefit by having contingency plans and look at the severity and the probability of the threats.   An example is that the competitors are able to produce the products at a lower cost (“economies of scale”) and therefore sell at a lower retail price.
Table 2 – states the advantages and disadvantages of SWOT

	Advantages
	Disadvantages

	Understand the business better
	Doesn’t prioritise issues

	Addresses weaknesses 
	Doesn’t provide solutions or offer alternative decisions 

	Prevents threats
	Can generate too many ideas but not help the business chose which one is best

	Capitalise on opportunities 
	Can produce a lot of information, but not all of it is useful 

	Takes advantage of the business’ strengths
	

	Develop business goals and strategies achieving them
	




Porter’s Five Forces Analysis 
The Porter’s Five Forces Analysis is a strategy usually used by private sector companies to establish if and how their organisation are going to make a profit. According to (Mindtools, 2018) “Porter’s Five Forces is a simple but powerful tool for understanding the competitiveness of your business environment, and for identifying your strategy’s potential profitability”.
The Porter’s Five Forces are broken down to: 
· Competitive Rivalry – This analysis looks at the how many competitors the organisation may have, the strength of their competitors and how their products/services compare with theirs to see if they have a strong advantage over them. 

· Supplier Power – The organisation needs to look at how easy is it for their suppliers to drive up their prices. If the organisation has a few suppliers to choose from due to having a unique product they may be able to increased their prices. The other option they need to look into is how much it would to be to switch from one supplier to another. 

· Buyer Power –  This force helps organisations to ask themselves how easy is it for their customers to drive down prices. For an example if the product or service is an unique product the buyers have control, if there are many more products then the power increases. 

· Threat of Substitution – This factor refers to the likelihood of the organisations competitors and how easy it is for them to enter the market, and if it is easier it will be harder to make a profit. This factor is used to identify when the organisation is at risk to overcome any obstacles, discover new markets and see how profitable it may be.

· Threat of New Entry – Organisations refer to this factor to identify their position in the market and how easy it will be to enter their market. If it is easier for other organisations to end the market the less power that organisation has.  

Figure 1 – Porter’s Five Forces
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PRIMO-F
According to (Morrison, 2010) PRIMO-F was developed as part of the SWOT analysis. PRIMO-F helps organisations to provide a consistent framework for comparison and benchmarking. 
The PRIMO-F model is built up of many factors which includes people. The people factor looks at the people in the organisation, their leadership and experiences. The model also looks at the resources such as, if they have the technology level to succeed, the product range and if they will have use of external customers. This also links in with finance as the organisation will need to look at the finance availability and the borrowing. The innovation and Ideas allows the organisation to identify the number of ideas being considered. It also links in with marketing. It will evaluate the level of market planning and testing needed and how creative they are.  The operations part of the PRIMO-F model assesses the adequacy of the planning, monitoring, delegation and how the performance is assessed. 

Figure 2 – Example of PRIMO-F model


[image: PRIMO-F business growth model]










Table 3 – States advantages and disadvantages of PRIMO-F
	Advantages
	Disadvantages

	Consistent framework for comparison and benchmarking
	Lack of consistent application 

	Simple to use
	Different managers have different priorities 

	Flexible to use on any project/task 
	Key issues missed

	Able to spot and act upon strengths and threats within the organisations
	Needs to re-visited regularly 



HRM in different sectors
According to (Taylor and Woodhams, 2016) some areas of HR practice are carried out in a similar ways across all types of organisations and HR managers who operate in different sectors can learn from one another, however it does need to be recognised that there will be significant differences as organisations face different regulatory pressures and will have different agendas and strategies. 
Furthermore, it is vital to have an understanding which sector your organisation is in as it will have an impact on how your HR function would work. (Taylor and Woodhams, 2016) state “all belong to one of the three major economic sectors: the private sector, the public sector and the voluntary (or third) sector”.

Public Sector
The public sector is comprised of organisations that are owned or operated by the government. These organisations are usually there to provide services for it’s citizens. The public sector isn’t here to make a profit, they usually get their funding from taxpayers and managed by elected ministers. 
In the public sector organisations, they have large HR functions.  Most public sector organisations will have a HR director who will also be influential members of the senior executive board which will enable the organisation that good HR practice is followed. 
Examples of organisations in the public sector include: 
· Government departments (Cabinet Office, Home Office and Department for Transport) 
· Local government organisations (Local council) 
· Education (schools and libraries) 
· Emergency Services (Police, Ambulance and Fire Service) 
· Healthcare (NHS)
Private Sector 
The private sector is made up from businesses that are owned by private individuals or families or in larger organisations there may be shareholders.  Most private organisations are a commercial nature and aim to make profits.  
In the private sector most, organisations employ teams of HR specialists to carry out people management work. (Taylor and Woodhams, 2016) describe that in recent years HR in large PLC’s has become increasingly strategic for its orientation, focused on long-term decision-making and they are proactively supporting the achievement of key business objectives. 
Smaller sized organisations in the private sector may only employ a HR specialist which will specialise in HR duties such as; recruitment, payroll and training but as they do not have a larger number of employees they cannot have justify having a strategically focused HR department. 
Examples of private sector organisations are: 
· Small and Medium-sized businesses (retail, hospitality, food and leisure) 
· Large Multinationals (Apple, Disney, Coca Cola) 
· Sole Proprietors (Plumbers, Builders, Carpenters)

Third Sector (Voluntary) 
The third sector which is also known as voluntary sector does not fit into either the public or the private sector.  These organisations are run on a not-for-profit basis and are neither subject to direct government control nor company law. 
According to (Taylor and Woodhams, 2016) the HR role varies across the third sector organisations. Some third sector organisations operate very much like a large PLC public sector organisation and will be well resourced whereas in smaller third sector organisations such as charities HR tends to have a peripheral role as it is not part of the senior manager team therefore it lacks little opportunity for HR managers to make strategic value.  
Examples of third sector organisations are:
· Charities 
· Co-operatives 
· Campaigning organisations or pressure groups
· Controlled by boards of trustees ad are subject to the law of trust
· Chartered bodies such as universities and professional bodies 
HR Strategy 
(Tyson, 1995) describes strategies as ‘‘a set of ideas, policies and practices which management adopt in order to achieve a people management objective’’  (Tyson, 1995) then follows on to say that a strategy is seen as an incremental process rather than a detailed document and it is aimed at influencing practices promoting improved performance and competitive advantage at work. 
However, (Quinn, 1980) believes that “a strategy is the pattern or plan that integrates an organisation’s major goals, policies and actions into coherent whole”. 
When an HR are setting an strategy they will look into the most important goals that will need to be achieved, policy guidelines for action and programmes to accomplish defined goals such as: 
· Effective strategies develop around a few key concepts
· They deal with the unpredictable and unknowable
· Organisations have a number of hierarchy and mutually related supporting strategies
(Taylor and Woodhams,2016) suggest there a three basic approaches to formulating business strategy which are:
· Rational/Classical
· Emergent/logical incrementalism
· Symbolic/radical
Below are some examples: 
· Rational/Classical – Senior managers undertake a continual appraisal of both the external and internal environments using tools such as SWOT and use this information to formulate goals, aims or objectives for the organisation. Then gather together resources (raw materials, technology, capital, people). They appraise different strategic courses of action, evaluate them and then make a choice. 
· Emergent/logical incrementalism – Strategy can be influenced by external factors as time goes on which influence its direction (Quinn, 1980) – idea of emergent strategies).
· Symbolic/radical –  Try things first before formulating strategy. A symbolic action designed to give an organisation gravitas and credibility. 
In HR there are others ways such as; best fit and best practice: 
HR Metrics
[bookmark: _GoBack]Workforce analysis is used in business to measure the inner workings of companies. Often, decisions are made based on how much or how little profit a company makes. However, HR data are vital resources in making management decisions and can provide a wider picture of why, how, and when employees do certain things. 
Data are pieces of information used to analyze something. Two types of data used in workforce analysis are qualitative and quantitative data. Although there are several differences, the most apparent difference is that quantitative data involves numbers. 

Human Resource (HR) Metrics are measurements used to determine the value and effectiveness of HR initiatives, typically including such areas as turnover, training, return on human capital, cost of labour and expenses per employee.
(Personnel Today, 2016) reported that the five top HR metrics for 2016 were: 
· Number of employee per HR staff member
· Labour turnover (voluntary resignation rate) 
· Absence rate
· Annual leave
· Pay rewards 
According to (Jamroq and Overholt, 2004) there has been studies that argue that HR needs to become a strategic partner.
HR professionals have made a strong case of being an important part of strategy development and implementation because of the importance and human capital but it seems to fall short of being a strategic partner. This is backed up by (Lawler and Mohrman, 2003) as they suggest that HR is not making much progress towards becoming a strategic partner despite the belief by HR professionals that it should. 
However, (Centre For Effective Organizations, 2004) believes that HR often fall short as they lack the type of analytic and databased decision-making that is needed to influence business strategy. They then go onto to state this they believe this because it lacks the right metrics and analytic models which assess HR processes and practices from a strategic perspective, which then lacks effectiveness of the organisation.
The first metric that can be collected for the organisation would be to analyse their HR efficiency and how well the HR department does it basic administrative tasks. The metrics can be collected in order to assess HR efficiency which would include productivity and cost metrics, HR headcount ratios and administrative cost per employee.
The metrics could also be used to analyse if there are certain patterns such as; certain times of the year may be more popular and less staff working. This means that the organisation will need to plan ahead as it could cost the company money having to pay staff to cover the hours lost with having too many employees of on annual leave. 
(Lawler, 2003) suggest that metrics is to do with developing and optimising the capabilities and the core competencies of the organisation and to measure the impact of HR programmes. This can then lead to operation effectiveness impact metrics which could then focus on the organisations processes. 
HR Tools & Statistics 
According to (Taylor and Woodhams, 2016) HR has focused on the efficiency and the effectiveness of the range of practices operated by the function. Efficiency establishes that each activity is cost-effective in terms of money and effectiveness is the establishing that the activity is meeting it’s objectives. The most commonly used evaluation tools are HR statistics, this refers to recruitment spend, the number of job applications, the number of new recruits, absence figures, turnover, disciplinary and grievance statistics and training and development.  These figures are very useful when the organisation benchmark internally (comparing to previous years) and externally (comparing to competitors).
 (Kew and Stredwick, 2016) believe that “Performance depends on both efficiency and effectiveness”.  They believe that efficiency is a measure of economy in the use of resources. It looks at avoiding waste, avoiding over-manning ad increasing labour productivity.  (Kew and Stredwick, 2016) also state that “Effectiveness is a measure of how far a organisations achieves its goals”. 
Most private sector organisations will use a tool called Key Performance Indicators which is also known as ‘KPI’s’.  HR will analyse the agreed businesses’ KPI’s as it is part of HR performances as it demonstrates how effectively the business is achieving their key business objectives. The KPI will evaluate their finances such as the organisations sales and profits, marketing and productivity. This is then assessed the SMART objective. (Specific, Measurable, Attainable, Relevant, Timely).  
Most organisations will use a balance scorecard to set out their KPI’s. The balance scorecard was first introduced by Kaplan and Norton in 1992. The name “Balanced Scorecard” came from the idea of looking at strategic measures as well as financial measures to get a more ‘balanced’ view of the organisations performance.  According to (Kaplan and Norton, 2007) they believe that since the scorecard was introduced it has allowed companies to track financial results while monitoring progress in building capabilities needed for growth.  
The Balance Scorecard is a HR management system as it is a way for the organisation to focus on the ‘big picture’ strategic goals and allows the organisation the chose the right options to measure so that they are able to reach their goals. 


Figure 2 : Perspectives of  the Balance Scorecard 
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The Balance Scorecard looks at an organisation in four different perspectives. 
· Learning and Growth – This perspective will look at the organisations culture. It looks at are people aware of the latest industry trends, is the organisation staying ahead of their competitors, as technology plays a major role in learning and the growth of the organisation.  Is it easy for the employees of the organisation to share their knowledge, learn knowledge and collaborate and do all employees have access to training opportunities. 

· Internal Business Processes – This perspective looks at how smoothly the organisation is running. Is it speeding things up,  is the organisation providing their customers what they want, are the obstacles in the way between the organisation reaching new ideas and goals and how quick can the organisation adapt to changing business conditions 


· Customer – The customer perspective looks are the people who buy the products/services. How is the organisation keeping their existing customers happy, what are they doing to win more business. Are the customers satisfied with the product and service, how is the company viewed in the industry compared to their competitors? 

· Financial – The financial perspective is a major focus of the balance scorecard. Is the organisation making money? 





Modern Ways of Evaluating HR 
HR have had traditional ways of evaluating HR’s contribution to the business. The HR method of analysing and sharing data is in a from of quantitative and qualitative data. 
(Taylor and Woodhams, 2016) describe, quantitative data is to analyse data through spreadsheets and bespoke statistical software. The term statistics refers to a set of mathematical procedures which is used to organise, summarise and report information. However, statistics may not reflect HR’s contribution due to the fact that line managers are responsible for putting policies into effect. An example of how the HR role use quantitative data is, hours of overtime worked and salary. 
Qualitative Data are actions that are observed and not measured. An example of how HR gather qualitative data would be through surveys, interviews, focus groups, discussions, social media such as Twitter, LinkedIn and Facebook.  There are many benefits using qualitative data as it produces detailed information which is provides the HR department the answers to why may staff morale be low and how could they increase staff morale. 




MODERN WAYS OF EVALUATING HR
· Stakeholder analysis
· Service level agreements
· Responsiveness, issue management
· Benchmarking against external comparisons
· Board membership/influence on strategy
· To what extent is HR contributing to overall long term organisational performance? 
· Individual self evaluation
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KPI JOURNAL

http://www.cjournal.cz/files/89.pdf

EXPLAINS DIFFERENT TYPES OF HR KPI, ON PAGE 119 LISTS LOTS BUT HURSMAN SAYS 5 EFFECTIVE 

ALSO PAGE 125 HAS TABLE OF KPIS FROM STUDY MAYBE ADD THIS FIGURE IN AND FIGURE ABOVE FIG.2
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