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1.0 [bookmark: _Toc449649808]Introduction 
1.1 Introduction to the organisation
Beijing New Oriental Education Group is China's largest private educational service provider. New Oriental provides customers with lifelong education and teaching skills that can give students a crucial competitive advantage in the workplace and help improve their quality of life. New Oriental provides a wide range of teaching services, including English-based foreign language training services, overseas and domestic exam training courses, primary and secondary education and online teaching. New Oriental was founded by Yu Minhong in 1993 and was the first Chinese educational institution listed on the New York Stock Exchange. As of now, New Oriental has 99 schools and 1416 learning centers in China with 38,400 teachers. Large-scale expansion has many student customers, and New Oriental's human resources function is also under increasing pressure. The inefficiency of middle-level management personnel, the inadequate internal talent selection mechanism, the poor talent retention ability, and the high employee turnover rate have become important factors restricting the development of New Oriental（New oriental，2020）.
Therefore, this report summarizes the key factors of New Oriental's human resources transformation, provides fair recommendations and implementation strategies to solve the existing problems of the organization, to help the organization achieve its ultimate goal.

1.2 [bookmark: _Toc33553902][bookmark: _Toc33732328][bookmark: _Toc33734124][bookmark: _Toc33772569]Project Justification
Human resources transformation can help organizations bring huge benefits because they reduce costs and increase efficiency（Hayward，2006）. Human resources transformation can help organizations bring huge benefits because they reduce costs and increase efficiency（ACAS,2019）. The transformation of human resources recognizes the importance of employees, which improves employee engagement. At the same time, line managers will focus on issues related to employee management to maintain a good relationship with employees (Rothwell, 2005).
For New Oriental, there are various negative news. Half of the executives of New Oriental were run away, robbed of high salaries or self-employed, and the companies they founded were also educational institutions, which increased New Oriental's competitive pressure（Cyzone，2019）. In the past three years, the turnover rate of New Oriental Education has been between 30% and 50%, which is very high compared with the average turnover rate of 24% in China's education and training industry（Sina，2019）.Many excellent lecturers also left. In the education and training industry that is highly dependent on people, such a large loss of talents once caused New Oriental to be in trouble. In 2017, Good Future Educational Institutions, with a total market value of US $ 12.74 billion, ended New Oriental's 11-year record of the highest market value in China's education industry（Tao，2017）. According to the latest financial report, net profit fell 33.5% year-on-year（New oriental，2019）.
Since the education and training industry is a direct face-to-face service process for student customers, employee turnover will have a significant impact on the quality of customer service provided. Excellent teachers attract a large number of students, and the turnover rate of front-line employees is usually regarded as the "most serious threat to providing quality customer service"（Phillips，2002）.Employee turnover rate begins to have a negative impact on the performance of the organization. For organizations with a close relationship between employees and customers, this loss will be even greater（CIPD，2019）.It is determined that there is no fair promotion channel within the organization, and the failure to realize employee value will result in a greater negative impact on the job satisfaction and motivation of the existing employees of the organization.

[bookmark: _Toc33772570][bookmark: _Toc33553903][bookmark: _Toc33732329][bookmark: _Toc33734125]1.3 Aims 
The overall purpose of the report is to explore the key factors of human resources transformation in order to improve the management capabilities and employee retention rate of New Oriental mid-level managers, and to make the promotion mechanism within the organization fair and reasonable. 
[bookmark: _Toc33772571]1.4 Objectives
In order to evaluate the success of the project, the report analyses the key factors of human resources transformation. Organizations rely on key factors to achieve transformation, and organizations can ultimately achieve their goals. The following includes the objectives of each stage:

The first stage provides scenario analysis and collects any relevant New Oriental background information to understand the decision-making environment (Zikmund & Babin, 2007).  

The second stage analyses the main reasons for the high turnover rate of New Oriental, the low ability of middle management personnel, and the imperfect internal promotion mechanism.

In the final stage, provide implementation strategies for New Oriental Human Resources to help its transformation.


2.0 Environmental Analysis.
[bookmark: _Toc33553905][bookmark: _Toc33732331][bookmark: _Toc33734127][bookmark: _Toc33772573]2.1 Swot analysis
SWOT analysis is a planning tool to understand the framework of the organization's goals, plans and operational capabilities to match the operating environment. SWOT analysis is usually used as part of strategy and can be used to help understand the organization and make decisions in different scenarios（CIPD，2020）. The advantage of SWOT analysis is that it is a simple four-frame framework. It helps to understand the strengths and weaknesses of the organization, and the organization can discover and take advantage of business opportunities. In addition, organizations can take steps to avoid or minimize risks when predicting future threats. The disadvantage of SWOT analysis is that it lacks a detailed structure, so it may miss key elements. At the same time, it lacks weighting factors, which means that it is impossible to know the importance of each framework（Frue，2018）. Because it is difficult to determine the true degree of influence on a goal.

[bookmark: _Toc33553906][bookmark: _Toc33732332][bookmark: _Toc33734128]2.1.1Strengths: 
Good brand image.
As the first private education listed company in China, New Oriental provides various training programs. Services for target customers include students from different ages with different needs. With the continuous expansion of geographical regions and markets, New Oriental's brand awareness is getting higher and higher（New oriental，2020）. This shows that the success of the New Oriental brand has provided a huge impetus for its business development.

Highly qualified teacher
New Oriental has a large number of dedicated and qualified teaching staff, and provides financial support for hiring and training excellent teachers. New Oriental teachers everywhere maintain a uniform teaching quality and provide services to students. Many New Oriental teachers have excellent educational backgrounds, including overseas study experience (Bin, 2019). High-quality lecturers play an important role in the process of students accumulating knowledge. According to research by the University of Missouri Columbia, students taught by lecturers with higher education backgrounds are more likely to obtain high degrees（Missouri，2018）.

Market size
New Oriental has established branches in 86 cities in China, and its business covers all provinces in China. Of the 1,416 teaching centres established by New Oriental, 8.4 million people have conducted learning and training. In addition to its own advantages, New Oriental Group has also established strategic partnerships with some well-known international institutions, such as Cambridge University Press, Cambridge University Examination Committee, American Educational Testing Service Centre（New oriental，2020）. Education and training companies that cooperate with official institutions will enable Chinese candidates to obtain more test preparation resources and be in a favourable position in the market competition（Bjnews，2014）.

[bookmark: _Toc33553907][bookmark: _Toc33732333][bookmark: _Toc33734129]2.1.2Weakness:
Cost
New Oriental has opened many branches, but rapid expansion does not necessarily mean that the company must perform well. Excessive expansion will bring huge pressure on the company's internal capital operation. As more teaching time, teachers' salaries also increase. At the same time, the cost of renting schools and learning centres is a huge burden. In the context of rapid expansion, New Oriental recorded the largest quarterly loss since listing of 26 million dollars (New Oriental,2019).

Management difficulty
The increase in the number of institutions will also increase the difficulty of management. Although New Oriental adopts a "unified" model, with the development of the company, "unified" will gradually realize "decentralization", especially in this education service industry. If a branch school does not perform well, it will affect the image of all New Oriental schools. Companies with a good image have more potential customers. Because the market believes that such companies will provide continuous returns, their price-earnings ratio and market value are higher and the cost of capital is lower (Schatz,2007).

[bookmark: _Toc33553908][bookmark: _Toc33732334][bookmark: _Toc33734130]2.1.3Opportunity: 
With the development of globalization, employees are increasingly demanding language skills, involving almost all fields, which stimulates the language training market. In the job market, people with strong foreign language skills tend to have more job opportunities and higher salaries (Sadurny,2016). In 2019, the number of Chinese international students will reach 660,000 (Gov,2019). With the increasing trend of studying abroad in China, related foreign language training has become a hot spot in the market. At the same time, the younger generation gradually became parents. They rarely have time to take care of their children ’s homework, so they are more willing to provide extra-curricular tutoring for their children. Consumers from different market needs will bring more profit opportunities to New Oriental.

Investment
The listing of New Oriental in the United States will enable Western countries to learn more about the value of New Oriental and the Chinese education market. When New Oriental launched its overseas market, New Oriental International College of Canada received a new round of investment (Ruby,2019). Due to the stable market source of New Oriental, once the investment is successful, it will attract more investors to pay attention to New Oriental.
[bookmark: _Toc33553909][bookmark: _Toc33732335][bookmark: _Toc33734131]2.1.4Threat
Policy pressure
According to the "Opinions on Regulating the Development of Out-of-School Training Institutions" issued by the Chinese government, training schools shall not charge training fees for more than three months at a time (Gov,2018). Under the influence of this policy, New Oriental's income growth will inevitably have an impact, because customers pay less to companies. After the service is terminated, customers have more room to compare with competitors. Tightening fiscal policy led to the opening decline of New Oriental's stock price reaching 8.15% (Cheng,2018).

Facing strong competitors
The scale of China's education market in 2019 will reach 49 billion pounds. (IResearch, 2019). The huge market size will stimulate more enterprises and capital to enter the education industry. Not only does New Oriental face competition pressure from its old rivals, but also online education companies are booming. Among them, the Zhangmen education company received 350 million dollars in financing (Zhangmen,2019). More competitors will reduce New Oriental's market share, resulting in a decline in its profitability.
3.0 Research Methodology 
3.1 Secondary research

Research methodology involves solving research problems by applying appropriate research methods (Kallet,2004). The overall methodology of the project is mainly based on secondary research. Secondary research is a research method that summarizes and organizes existing data to improve overall effectiveness (Bhat,2019). The project needs to analyze second-hand information that is already available on academic books, newspapers, periodicals, and human resources-related websites. The project has studied the theme of human resources transformation in online and academic books. Obtain more reliable information by querying professional websites such as CIPD, SHRM, and Deloitte. Primary research involves collecting original data and information for the purpose of original research, while secondary research involves explaining and summarizing information that has been accumulated (Czinkota & Ronkainen, 2007). 
Secondary research is usually more cost-effective than primary research, and analysis of available information can save time and money. The results it provides are more extensive, and it is necessary to investigate whether their results are outdated. The advantage of primary research is that the data collected is up-to-date and specific to the research objectives. The disadvantage is also obvious, it has the characteristics of high cost (Valcheva,2019).
The reason why this thesis uses secondary research instead of primary research is that this report already has a similar theme research, and can use the past research results and findings to achieve the overall goal of the report. The transformation of human resources is also in the context of the 21st century Issues that companies need to face (Nasir,2017). It is not easy to investigate the beneficiary group about primary research. Therefore, combined with advantages and disadvantages, secondary research is the first choice of the report.
3.1.1 Background Literature
The transformation of human resources is an important measure for enterprise development. Strategic human resource management helps to ensure that all aspects of personnel management work together to develop the behavior and performance needed to create and distribute value. It focuses on long-term personnel issues and adapts resources to the needs of organizational development (Cipd,2020). The transformation of human resources promotes the self-regulation of organizational science. Strategic human resource management affects corporate performance. More focus on human resources makes employees more efficient (Boxall & Purcell,2011). In the context of a complex business environment, the transformation of human resources helps organizations better adapt to the challenges posed by the environment and their ability to adapt to the market (Kew & Stredwick,2016). But the practice of human resources alone does not help organizations improve performance. Only when employees and supporters establish a close relationship and have strong value can they maintain a positive relationship with managers and create value. These factors are subjective, that is, the willingness of employees to pay extra effort (Boxall,2018). It is this internal motivation that stimulates the development of the organization. Therefore, the transformation of human resources needs to take into account the needs of individual participation in the organization. Modern human resources make organizations highly interconnected and transparent between economic growth and globalization. In the past few years, talent has become the primary issue of organizational development. This requires the human resources function to drive the company to a more dedicated, efficient, and unified enterprise. The transformation of human resources should focus on talents, with a focus on establishing integrated plans to attract and retain top talent (Timms,2017).

4.0 – Findings and Analysis 
[bookmark: _Toc449649822]4.1 Analyze the reasons for New Oriental's human resources transformation.
One of the most important product features of the education industry is that the education industry cannot be standardized, and the quality of all products and training varies from person to person (Deloitte,2018).

4.1.1 Talent incentive model is single
Wages are not competitive, and there is no difference between the basic salary and the length of time an employee is employed (Zhihu,2020). Employees will therefore have an unfair psychology, which leads to a reduction in the efficiency of employees. From the external environment, many competitive agencies with the same position offer salaries that are slightly higher than those of New Oriental. The talent incentive method still stays in the traditional reward method. This practice makes New Oriental's ability to attract and retain talents poor, because it is unable to provide more rewards to employees.
4.1.2 Unfair internal promotion channels
The internal ascending channel is narrow. New Oriental Management Trainee Program recruits fresh undergraduates. Once these excellent graduates start working, they will give the grass-roots old teachers few opportunities to protect their positions. According to Maslow ’s hierarchy of needs, human behavior is the process of achieving goals. When people are satisfied with basic motivational needs (physiological and safety), they will focus on higher-level needs, which include the realization of love, belonging, self-esteem, and self-worth (Maslow,1943). Lecturers have no access to career development opportunities, which prevents employees from pursuing higher levels of demand. When demand is not met, employee engagement is also affected. Although the talent plan within New Oriental is nominally a reserve cadre, they are all made up of the existing middle-level managers, and there is no competitive selection mechanism.


4.1.3 Inadequate management
Most New Oriental middle managers have overlapping responsibilities and low efficiency. They often issue orders to employees instead of listening to their voices. At the same time, some managers will form small groups, and when they benefit from the lecturer, they will help the lecturer arrange more courses (Sohu,2019). This is unfair to other lecturers. According to the Specialized Learning Development Report, 78% of HR experts interviewed believe that the traditional view of line managers hinders the adoption of better methods to improve organizational performance (CIPD,2019). Line managers play a key role in balancing employee job challenges and reducing stress and supporting employee well-being (CIPD,2019). Therefore, the performance evaluation of line managers is particularly important.

4.1.4 Lack of employee training
A common mistake made by New Oriental is to treat employees as tools that only work. Compared with lecturers, New Oriental's employee training is almost zero. Employees spontaneously explore and accumulate daily work experience. Therefore, in many cases, the creativity and efficiency of New Oriental employees are low, and the result is to hire more employees to work (Zhihu,2020). According to Amazon statistics, customer satisfaction for high-skilled positions generated by training has increased by more than 400% in the past five years (Amazon,2019). In today's labor market, companies must invest in employee training to cultivate the talents needed in the current workplace.
4.2 Key intervention
4.2.1 Employee compensation strategy
Older employees of New Oriental should have a higher basic salary because they contribute more to the development of the organization than new recruits. According to the theory of fairness, employees work hard to make their investments and achievements and if employees feel unfair, it will lead to employees being hostile to the organization and its colleagues, which may cause employees to perform poorly at work (Adams, 1963). Many organizations are turning to non-cash benefits and programs to help improve employee retention and performance. According to linkedin research, employees focus on the value of work to them, which makes them more confident (Bersin,2018). Therefore, the organization's rewards need to focus more on people, and the combination of rewards and non-cash benefits gives employees more flexibility.
4.2.2 Establish a partnership
Because the value of a single customer case in the education industry is very small, as a partner, the final amount of money he can get is determined by the value he creates for the customer, and the platform is undoubtedly far greater than the individual can bring in the service support and subsequent supporting resources of the customer the value of. In this way, the company's long-term interests are closely tied to its core personnel. In 2019, the total profit of Deloitte 's partners increased from 584 million pounds to 617 million pounds (Deloitte,2019). At the level of chain branches, according to the situation of different branches, we can implement a partnership mechanism based on equity or cash for core talents, and formulate a flexible exit mechanism (SHRM,2018).
4.2.3 Improve internal promotion mechanism
New Oriental should open up the traditional concept, do not ignore the grass-roots teachers, and give them opportunities for career advancement. At the same time, it is essential to formulate a clear plan for the flow of talent. For a large number of education and training institutions, the distribution of talents is uneven, to achieve the efficient allocation of talents of New Oriental to effectively use talents. According to the Global Human Capital Trends report, 76% of respondents believe that the movement of people is very important (Deloitte,2019). Talent mobility is a new trend in human resources, and internal mobility can become a way to integrate collaboration and agility into organizational culture, which is one of the key attributes of becoming a true social enterprise. The agile organization and professional model have greatly improved employee engagement (Hocking,2019).
4.2.4 Supervision and management interface
Enterprise management contains many elements, and it is more difficult to fully balance rights and responsibilities within an educational institution (Deloitte,2018). Establish an evaluation mechanism for management personnel at all levels to implement the management strategy and improve the management level during the rapid development of the enterprise. In a company certified by the Great Place of Work organization, all employees rate their line managers. Managers also want to hear their sincere voices to reflect the effectiveness of management. Two-way evaluation makes the manager's management efficiency higher (Lute,2020). In order to improve the internal management level of educational institutions, through the establishment of a manager evaluation mechanism, employees can participate in enterprise management, while eliminating mediocre managers and enhancing employees' awareness of participation.



5.0 Conclusions
This report refers to the human resources transformation of New Oriental Education Group. The project is based on a three-stage approach. The first stage requires an environmental analysis of the company to understand its current goals and strategies. Through the SWOT analysis of the enterprise, the organization has a good brand image and teacher strength, and the market expansion has also brought more demanding customers and investment to the organization. In the face of threats from policies and competitors, rapid expansion has also brought pressure on New Oriental to manage difficulty and increase costs.
The second phase of the report involves assessing the main reasons for the team ’s need for human resource conversion. Through secondary research, human resource transformation is an important part of enterprise development. It coordinates the internal and external resources of the organization to help the organization's performance and goals. Human resources transformation helps organizations focus on talents in a challenging market, attract and retain more outstanding talents for the organization, and accomplish organizational goals under scientific management. Human-based human resources transformation leads the organization to more comprehensive development. The improvement of employee engagement and trust is crucial to the development of the organization.






[bookmark: _Toc449649823]6.0 Recommendations
In order to improve the management capabilities and employee retention rate of New Oriental mid-level managers the following recommendations have been made: 

In order to select the right person to match the transformation of human resources, the company needs external recruitment or selection of suitable management talent. To prevent mistakes during the process of organizational change to reduce the risk of personnel turnover in the future. 

The organization introduces employees with more perfect career development and promotion opportunities, which shows that New Oriental cares about and cultivates talents. Fair promotion opportunities will increase employee engagement and reduce employee turnover, and employees ’sense of belonging will increase.

Formulate a scientific salary management system and partner mechanism to be in an advantageous position in the industry. The salary management system should be from the perspective of employees, bring benefits to employees, including rewards and non-financial benefits. When the needs of employees are responded, employees' trust in the company will also increase.

The supervision mechanism makes human resource management more transparent, and the supervision mechanism in which employees participate will promote the working ability of managers. The relationship between line managers and employees promotes teamwork. 
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