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[bookmark: _Toc503291985]Introduction

In an ever-changing business environment and the external factors which impact on organisations, it is imperative to understand the impact of these on HR departments within organisations. 

This delegate pack will look at the evolving role of HR in the contemporary business world by understanding how organisational and HR strategies are developed, comparing different tools, and assessing the internal and external factors which impact HR and how organisations are responding to the changing business environment.  

[bookmark: _Toc503291986]Human Resources within different organisations

Human Resource Management (HRM) has a number of definitions but the most detailed definition describes HRM as “a series of activities which: first enables working people and the organisation which uses their skills to agree about the objectives and nature of their working relationship, and secondly, ensures that the agreement is fulfilled” (Torrington, et al., 2005). 
(Farnham & Horton, 1996) defined organisations as “social constructs created by groups of society to achieve specific purposes by means of planned and co-ordinated activities”.  Organisations can be distinguished in terms of two generic groups:
· Private Sector; and
· Public Sector Organisations

There is also a Third sector. These are organisations which do not fit into either category and include co-operatives, charities and campaigning or pressure groups. 

[bookmark: _Toc503291987]The Private Sector 

The private sector are businesses owned by private individuals, shareholders or by other organisations. The majority of private sector organisations are commercial in nature and their main aim is to make a profit (Taylor & Wilkinson, 2016). Private sector organisations have three distinct forms:
· Sole traders
· Partnerships
· Companies 
Sole traders are the owners of the business and are personally liable to an unlimited extent for all debts the business incurs. A partnership is owned and run by two or more individuals. As with a sole trader, if a partnership becomes insolvent, all partners are jointly and severally liable to an unlimited level. Companies on the other hand are subject to increased regulation but have the privilege of limited liability. This means that the business is legally separate from the people who own and run it. A company can take two forms; Ltd, indicating a privately-owned business; PLC (publicly limited company, indicates a company whose shares are traded on the stock market (Taylor & Wilkinson, 2016).


[bookmark: _Toc503291988]HRM in the Private Sector
 
Larger companies, or PLCs), tend to have a substantial HR department headed by a Senior Executive and will often report to the Chief Executive, “HR in large PLCs has become increasingly strategic in its orientation, focussed on longer-term decision making and proactively supporting the achievement of key business objectives” (Taylor & Wilkinson, 2016). 
Smaller private companies, sole traders and partnerships would not have a comparable HR function. They would have a small department focussing on recruitment, payroll and training but would not have a sufficient number of employees to justify a strategically focussed HR department (Taylor & Wilkinson, 2016). Within smaller businesses there is a preference to be informal in the way in which managers deal with their staff (Edwards & Ram, 2010). HR activities such as performance appraisal, clear disciplinary procedure and induction programmes which are standard practices in larger companies are often absent or underdeveloped in smaller firms. 

[bookmark: _Toc503291989]The Public Sector 

There are five types of public sector organisations, including;
· Central Government departments
· Local and Regional Government Organisations
· Public Service Providers
· QUANGOS (Quasi-autonomous non-governmental organisation)
· Publicly owned corporations such as Royal Mail and the BBC

These organisations are largely if not wholly paid for by the taxpayer. They are subject to “a degree of public accountability, being managed directly or indirectly by elected officials such as ministers, or the majority group on a local council” (Taylor & Wilkinson, 2016).

[bookmark: _Toc503291990]HRM in the Public Sector

Public sector organisations have a large HR function and the HR Directors are prominent and influential on senior executive boards, which ensures HR best practice is followed, particularly in respect of legal compliance. “HR practice in the public sector has been criticised for being a touch old fashioned, overly bureaucratic in its approach and limited in terms of the value it adds” (Taylor & Wilkinson, 2016). 

There are a number of features which differentiate HRM in public sector organisations from what prevails in private sector organisations. Employment decisions are “subject to levels of public accountability and transparency that arise from the government’s role as a custodian of public funds” (Bach, 2010) resulting in a higher standard of management practice. 


[bookmark: _Toc503291991]Sustainable Organisational Performance

For sustainable organisation performance, it is imperative that the organisations high performance levels are maintained. These are measured through financial indicators, people management and environmental and societal contributions over the longer term. To achieve sustainable organisation performance there should be a co-ordination between employee behaviours and the organisations long term values (CIPD (a), 2016)

A key player in an organisations sustainability and organisational development (OD)is the evolvement of HR’s strategic role and its involvements within organisational change and culture. “OD requires sophisticated people management skills and can enable HR to develop the deep organisational insight that’s required to ensure the relationship between the business and its people delivers” (CIPD (b), 2017).
A tool used to improve the effectiveness and performance of an organisation is the Japanese inspired Total Quality Management (TQM). TQM can be defined as “a way of life for an organisation as a whole, committed to total customer satisfaction through continuous process of improvement, and the contribution and involvement of people” (Mullins, 2007).
Another tool which organisations can use to indicate performance is the Balanced Scorecard (BS). The BS combine qualitative and quantitative indicators of performance and relates performance to a strategy choice to allow evaluation of organisational effectiveness (Mullins, 2007).  
The use of HR analytics, as shown in Table 1, is also beneficial to sustainable organisation performance as it allows stakeholders to measure and report key concepts such as performance, productivity, innovations and alignment. This will then allow business owner to make informed evidence based decisions on strategic business functions (CIPD (c), 2017). 
Table 1: HR Analytics (CIPD (c), 2017)[image: ]
[bookmark: _Toc503291992]Managing the Change Agenda 
There are two theory models for change management and they focus on the individual, groups and wider issues within the organisation. They are:
· The individual perspective schools- focuses on the individual
· The group dynamics school- focuses on the nature of the groups (Kew & Stredwick, 2010)

Lewins field theory of change management, see figure 1, and his force field analysis identified and measured resistance to change. This was summarised as “behaviour is a function of the field that exists at the time the behaviour occurs. Analysis begins with the situation as a whole from which are differentiated part” (Lewin, 1958); (Hall & Lindzey, 1978). 

Figure 1: Lewin’s Three Stage Process of Change (Lewin, 1958)
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The role of HR within the HR agenda is to:
· Mobilise commitment to change through analysis of problems- encouraging a learning culture and environmental scanning to identify a need for change
· Develop a shared vision- understand the culture
· Foster consensus and commitment to the shared values- develop a culture of ownership within the organisation
· Communicate the change 
· Implement the change through formal policies
· Monitor (Kew & Stredwick, 2010)


[bookmark: _Toc503291993]Factors impacting Organisations

[bookmark: _Toc503291994]Globalisation
A factor which is effecting organisations is globalisation. Globalisation refers to “organisations integrating, operating and competing in a worldwide economy” (Mullins, 2007). Globalisation has driven the movement of the workforce across boundaries and is resulting in intermingling of cultures.
It is here that the HR profession is faced both with the opportunity to create value as well as challenges that it needs to overcome. The HR profession itself needs to undergo transformation to manage multiple HR challenges that emerge when corporations enter the global market (Dixit, 2013). 

It is imperative that organisations understand global markets and factors which effect global competition. Immigration compliance and management is yet another area that requires significant expertise that needs to be built for successful global organisations. 
As organisations begin the process of recruiting from various nationalities and cultures, managing diversity and creating an environment where diversity is welcome becomes important. The HR team needs to build capabilities to design and deploy a diversity program in line with the organisational culture (Dixit, 2013).

[bookmark: _Toc503291995]Technology

Technology had become a major factor in globalisation and has become a driver for increasing competitive intensity. The increases in international trade has been created by improvements in infrastructure and ICT. 
Technology drives competition through the increase in productivity and improvements in communication thanks to the world wide web. 
Improvements to technology can destroy or create a new industry and it is believed that the impact of technology will be felt within job roles which have relied on man power being replaced by machines (Taylor & Wilkinson, 2016). 

[bookmark: _Toc503291996]Government Policy

A third driver in increased competitive intensity has been the Government. “Governments have acted in order to promote globalisation in order to boost international economic development” (Taylor & Wilkinson, 2016). This has been created by regulation and deregulation. The World Trade Organisation and governments negotiated reductions in import tariffs, while the European Union allows for the free movement of capital, goods, services and people across its borders. Thus, increasing international competition for organisations. 

[bookmark: _Toc503291997]Shaping the HR agenda

[bookmark: _Toc503291998]Models of the HR Function
HR departments within organisations contribute greatly to the organisations performance and the following models of the HR function look at the varying roles and styles of HR departments and practitioners. 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 (Wilkinson & Taylor , 2016).

David Ulrich developed the Role of HR model, figure 2, which measured the degree to which HR practitioners manage processes and the people involved (Kew & Stredwick, 2010). 








Figure 2: Ulrich Role of HR Model (Ulrich, 1998)
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· The Administrative Expert has responsibility for managing the processes on a day to day ensuring policies are effective. 
· The Employee champion acts as a voice for employees on a day to day basis and works for improvements to their contribution within the organisation. The aim of this role is to improve engagement and overall performance. 
· The Change Agent is a strategic position in that they attempt to ensure employees go along with business change and ensure that the vision of the organisation becomes a reality. 
· The Business Partner works with line management with the aim that board strategy is developed and put into effect. Line managers rely on them to debate concerns and issues (Kew & Stredwick, 2010).

However, theorists argued that when organisations management agree on the appropriate HR policies for their organisations, they require methods of assessing the effectiveness of these policies. Thus, the development of the Harvard Model of HRM. This model takes an analytical approach and identified that human resource policies are influenced by two significant considerations:

1. Situational factors such as the external business environment. This also includes the businesses’ strategy and management philosophy.
2. Stakeholder interests including those of the shareholders, employees and the government (Beer, et al., 1984).

[bookmark: _Toc503291999]Best Practice Approach

It is believed that a committed employee can give co-operation, effort and initiative if they feel motivated by the HR systems in place (Purcell, et al., 2003); (Kew & Stredwick, 2010). High level commitment from employees comes from the implementation of these HR practices:
· Employee involvement 
· Employee voice
· Harmonisation of terms and conditions
· Employment security
· Sophisticated recruitment and selection
· Extensive training and development
· Self-managed teams (Kew & Stredwick, 2010).

[bookmark: _Toc503292000]HR insights, strategies and solutions

Strategic human resource management (SHRM) is an approach to managing human resources which supports long-term business goals within a strategic framework. This approach focuses on longer-term people issues, matching resources to future needs, the structure, quality, culture, values and commitment. SHRM is a process which constantly evolves.

SHRM was described as being concerned with explaining how HRM influences organisational performance (Boxall & Purcell, 2008). It is also argued that strategy is not the same as strategic planning because:
· Strategic planning is the formal process that defines how things will be done.
· Strategy, by contrast, and defines the organisation’s behaviour and how it attempts to cope with its environment (CIPD (d), 2017); (Armstrong & Baron, 2002); (Schuler, 1992); (Wright & McMahan, , 1992). 

[bookmark: _Toc503292001]Ethics, Accountability and Good Governance

The subject of business ethics has been discussed and argued by many theorists. It is believed that companies can morally be good or bad depending on the consequences of their actions. They can embrace values and employees within the organisation are subject to these values. These values are maintained and reinforced by the culture of the organisation (Hoffman, 1990); (Kew & Stredwick, 2010). 
One definition of a code of ethics is a “written formal document which consists of moral standards which help guide employee and corporate behaviour” (Schwartz, 2001). 

Table 2: Three types of Code of Ethics (Brinkmann & Ims, 2003)
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It is imperative that the HR function within organisations takes an ethical approach in all of its actions. Ethical behaviour is key to the standards expected of an HR professional and there is a clear business case for ethical HR Management. These include:
· Ethical behaviour – Employees need to be able to have trust in the HR function and this can only be done if the function acts fairly.
· Ethical standards – Individuals consider ethical factors when looking at companies to work for.
· Role-modelling – If a department or organisation is going to champion ethical behaviour within the workforce then it must carry this out (Kew & Stredwick, 2010).

Corporate governance is concerned with in whose interests should the organisation be run and how should these purposes be determined” (Kew & Stredwick, 2010). 

[bookmark: _Toc503292002]Strategy Development 

Henry Mintzberg believed that strategy focusses on “ideas, patterns, relationships and intuition” (Mintzberg, 1995). His Five P’s of strategy saw strategy as:
1. A plan for action
2. A ploy to outwit opponents 
3. A pattern of behaviour becomes a strategy
4. Position that balances the pressures of the environment and the competition
5. Perspective of how the strategy reflects the organisations views (Mintzberg, 1995) (Kew & Stredwick, 2010).

There are three approaches in which organisations can develop their strategies. These are:
1. Rational
2. Emergent
3. Symbolic (Wilkinson & Taylor , 2016).

Within a rational strategic approach the task of strategy making is the responsibility of Senior Managers. It is their responsibility to appraise the internal and external environments using a tool such as SWOT analysis. 

The information from a SWOT analysis will generate the organisations aims and objectives (Wilkinson & Taylor , 2016).
A SWOT analysis identifies the strengths, weaknesses, opportunities and threats facing an organisation (Mullins, 2007). 
· Strengths: positive tangible and intangible attributes
· Weaknesses: internal factors within an organisation’s control that detract from the organisation’s ability to attain the desired goal. 
· Opportunities: external factors that represent the reason for an organisation to exist and develop. 
· Threats: external factors beyond the organisation’s control which could place the organisation mission or operation at risk (CIPD (f), 2015).

Although it is a good analytical tool and easy to use and understand it does have weaknesses of its own. This tool can be subjective especially is only one person is conducting it (Kew & Stredwick, 2010). 

Table 3: Advantages and Disadvantages of SWOT analysis (CIPD (f), 2015)
[image: ]

A second tool used to list the environmental factors which could affect their organisation is a PESTLE Analysis. A PESTLE analysis is an audit of six external influences on an organisation: 

· Political: Tax policy; environmental regulations; trade restrictions and reform; tariffs; political stability 
· Economic: Economic growth/decline; inflation and wage rates; minimum wage; working hours; unemployment (local and national)
· Sociological: Cultural norms and expectations; health consciousness; population growth rates; age distribution; career attitudes; health and safety 
· Technological: New technologies
· Legal: Changes to legislation impacting employment, access to materials, quotas, resources, imports/exports, and taxation 
· Environmental: Global warming and the sustainability of resources and ethical sourcing (CIPD (e), 2017) 

By analysing those factors, which can be seen in appendix 1, organisations can gain insight into the external influences which may impact their strategy and business decisions. It allows HR and senior managers to assess any risks specific to their industry and organisation, and use that knowledge to inform their decisions (CIPD (e), 2017). There are however, advantages and disadvantages of using this tool which can be found in table 4.

Table 4: Advantages and disadvantages of using PESTLE Analysis (CIPD (e), 2017)
[image: ]

A third widely used analysis tool is Porter’s Five Forces Framework. This tool allows organisations to analysis the competition of a business.  According to this model, the structure of competition within an industry can be described in five major forces:
1. The threat of entry of new firms
2. The power of buyers
3. The power of suppliers
4. The threat of substitutes
5. The intensity of rivalry among existing competition (Porter, 1980) (Kew & Stredwick, 2010).
 
A criticism of Porter’s Five Forces is the gaps within the analysis tool. For example, there is no mention of the influence of governments and regulation, which can restrict organisations to act as they may like. This model is heavily focussed on the private sector and less so on the public sector. It also does not account for strategic alliances or joint ventures (Kew & Stredwick, 2010) (Lynch, 2006). 
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Organisations have now begun to use HR Business Partners to assist in the building of capabilities, plan and manage talent and develop strategies to assist the achievement of the organisational key objectives (CIPD (g), 2017). The reasoning behind introducing HR business partnering within organisations is to:
· Enable the organisation – to achieve its objectives by clearly understanding the business and responding to challenges
· Cost-effective HR – focusses HR expertise to where it is required
· Connected HR- aids collaboration by building productive relationships
· Strategic HR – allows assessment of the appropriate people initiative to achieve business objectives (CIPD (g), 2017). 

HR Business Partners are capable of analysing organisational strengths and weaknesses and diagnosing the issues facing the organisation. They understand the business model and know about the critical success factors that will create competitive advantage. They adopt a ‘value-added’ approach when making a convincing business case for innovations. 
A value- added approach means creating value through HR initiatives that make a significant contribution to organisational success (Armstrong & Taylor, 2014).

There is no clear guidance on how to implement HR business partnering as each organisation is different. The two most common methods of introducing business partnering has been introducing Standalone HR business partners or the Three-legged stool model. 

The standalone method focuses on the relationship between the business and its HR division, thus ensuring HR works effectively with all individuals and teams.

The three-legged stool method has HR split into three areas of expertise, Shared Services; Centres of Excellence and Strategic Business Partners. 
HR Business Partners also need to look objectively at the organisation. There are five main criteria required for successful business partners:
1. Self-belief in its own capabilities
2. Independence to challenge the organisations leadership
3. Knowing the business and understanding its strategy and culture
4. Relationships across the organisation which are built on trust
5. “One HR” to connect capabilities so that the business sees a seamless service  (Ulrich, 2012) (CIPD (g), 2017).


[bookmark: _Toc503292004]Environmental Scanning

Environmental scanning is a process in which organisations surveys and interprets relevant data to identify any external opportunities and threats to it. The environmental scanning process consist of several steps:
1. Gather information about the economy, government, regulations and demographics
2. Identify the competitors, its trends, opportunities and threats
3. Carry out a survey on the organisation itself. This will identify the strengths and weakness (STRATEGIC HUMAN RESOURCE MANAGEMENT, 2012)

In order to carry out effective environmental scanning a number of sources of data and business information must be used. These can include quantitative methods such as turnover, staff development, grievances and absenteeism. These HR metrics are indicators that enable HR departments to track and measure performance within their organisation. A key metric to use is staff turnover and absenteeism as these are strong indicators of dissatisfaction within the business. It is then HR’s responsibility to identify the reasons behind these statistics. 

Qualitative data such as employee satisfaction surveys and exit interviews are also key data to interpret any trends or patterns.


[bookmark: _Toc503292005]Evaluating Strategies

Whichever way a strategy is developed, whether it be rational, emergent or symbolic, strategies must be evaluated on three levels: suitability, acceptability and feasibility (Kew & Stredwick, 2010). 
To check whether a strategy is suitable for the organisation various analytical tools should be undertaken such as a life cycle analysis, value chain analysis or a Boston matrix. 

All strategies must be acceptable to both internal and external stakeholders. These can be assessed in three ways; return (profitability analysis), risk (break even and ration analysis) and stakeholder reaction (stakeholder modelling). 


[bookmark: _Toc503292006]Conclusion

This delegate pack has looked at the role of HR within the public and private sector and has identified how depending on the size and structure of the organisation influences the importance of the HR function.

It was identified that for sustainable organisational performance it was imperative that the HR function played a strategic role. HR tools such as HR analytics and a balanced scorecard were looked at and how they aid strategic planning and implementation. 

In a changing business environment, the changing role of HR were looked at and how many organisations are now looking to use HR professionals as HR business partners. Thus, helping to plan, manage and develop the strategic plan of the organisation. 

Strategic tools were looked at such as SWOT, PESTLE and Porter’s Five Forces analysis were looked at and how they can be used by organisations to appraise the internal and external business environment. The benefits and pitfalls of using these tools were also identified.

This delegate pack also referred to business ethics, accountability and good governance. 
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Deskiop One of the most useful frameworks in this area is the three-stage model of planned

change developed in the 1950s by psychologist Kurt Lewin.*>”) This model
assumes that change will encounter resistance. Therefore, executing change
without prior preparation is likely to lead to failure. Instead, organizations should
start with unfreezing, or making sure that organizational members are ready for
and receptive to change. This is followed by change, or executing the planned
changes. Finally, refreezing involves ensuring that change becomes permanent and
the new habits, rules, or procedures become the norm.
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Figure 7.13. Lewin’s Three-Stage Process of Change
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Unfreezing Before Change

Many change efforts fail because people are insufficiently prepared for change.
‘When employees are not prepared, they are more likely to resist the change effort
and less likely to function effectively under the new system. What can
organizations do before change to prepare employees? There are a number of
things that are important at this stage.

Communicating a Plan for Change

Do people know what the change entails, or are they hearing about the planned
EnalsbitUK changes through the grapevine or office gossip? When employees know what is
going to happen, when, and why, they may feel more comfortable. Research shows
that those who have more complete information about upcoming changes are more
committed to a change effort.*28] Moreover, in successful change efforts, the
leader not only communicates a plan but also an overall vision for the change.3’]
‘When this vision is exciting and paints a picture of a future that employees would




