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Whether newcomers or looking for a refresher, this paper gives you essential background to all the themes and case studies up for discussion at our study day.  We’ll be looking at some of the ways HR is evolving as it takes on a greater role in the business of organisations of many different kinds. Then we  move on to look at how organisations interact with the constantly changing business environment, and how HR can help them plan these interactions and drive forward a successful business.

Evolution of HR
Terms like ‘HR’ and ‘human resources management’ have only been in common use since the 1980s.  Before that there was ‘personnel management’.  Both Farnham (2015) and Taylor and Woodhams (2016) explore the transition, while acknowledging inconsistencies of terminology, disparities between actual practice and what is said about it, and constant change in reaction to broader changes in the contexts where organisations operate and to  which their HR professionals respond.  Personnel management was developed by the large employers of the late nineteenth century and the first half of the twentieth.  Broadly speaking, it involved administration of the employee life-cycle, from recruitment through to leaving, retirement, or redundancy.   Typically there was some focus on employee welfare, and on maintenance of relationship with the trade unions whose heyday was during this period.  
The term ‘human resources’ is introduced in the 1960s and used ever more widely, as increasing competitive pressure forces companies to view employees as either an asset (such that there may be competitive advantage to be gained from investment in developing their potential), or a cost (to be minimised).  This leads to ‘soft’ and ‘hard’ versions of HRM, also identified as ‘Harvard’ and ‘Michigan’ models, after the business schools where early influential accounts of each were produced.  A more recent distinction is between ‘best-practice’ models based on arguments that competitive advantage depends on a given set of (broadly developmental) HRM practices largely irrespective of context, and ‘best fit’ models, where it is recognised that it depends on the nature and context of the organisation, its business and its context what are the most advantageous ‘bundle’ of HR practices to adopt (Kew and Stredwick, 2016).  However, these contrasts have been blunted by recognition that HRM needs to respond flexibly and in different ways, to different strategic needs of different organisations, so that all these approaches have some part to play (Boxall and Purcell, 2011).  This effectively means that ‘best fit’ is the main focus of contemporary ‘strategic HRM’ (CIPD, 2017), although ‘best fit’ models have been challenged from another direction by ‘resource-based’ ones, where organisational and HR strategies are based primarily on an initial audit of existing (human and other) resources and the competitive advantages arising from them, more than on analysis of the environment and calculation of how to respond to it.  
In either case alignment is sought between organisation strategy and HR strategy, since there is an increasing pressure on HR functions to demonstrate their contribution to their organisations’ competitive advantage.   This has driven (and continues to do so) shifting trends in how HR is organized in different organisations (Marchington and Wilkinson, 2008; Taylor and Woodhams, 2016).  Apart from very small organisations where there may be a lone practitioner (or no specialist at all), trends can be noted towards outsourcing routine administrative work, towards transfers of responsibility to line managers, and towards increasing automation, with routine work conducted by employees and managers through self-service HR systems.  All these developments free senior HR  professionals to focus on more strategic activities.  Partly reflecting this, a very influential model since the 1990s,  has been the ‘three-legged stool’ dividing ‘service centres’ for routine work from  ‘centres of expertise’ able to provide specialist advice when required, and from ‘business partners’ working with senior and line management to develop strategy.  This is in fact a description of practice in large, divisonalised firms, much misapplied (and criticised) because misunderstood as a prescriptive model: Ulrich recognises that smaller and more compact organisations may not call for this structure (CIPD, 2015).  Multinational companies operating in different cultures and jurisdictions also have to consider whether to compartmentalize their HR function and adapt their practice accordingly; and in the UK in particular there have been marked differences between HR practice in the private, public and third sectors, although there is some tendency for the last two to follow the lead of the first.
Some current trends are towards increasing emphasis on use of data to generate the best, evidence-based HR strategies, towards a resurgence of ethical concerns responding to the business case for organisations to be known and respected for their stance of social responsibility, and towards a focus on promoting and maintaining a change-ready culture through appropriate initiatives in workforce planning, learning and development, and  performance management.  All these are emphasised by the recently updated CIPD Profession Map, as well as by a constant flow of research publications from the same organisation.

Analysing the business environment
Since contemporary HR aims to show itself resourceful in supporting organisational strategy and even in formulating it, HR professionals need to be equipped to share in developing understanding of the business environment.  This means that they need to be familiar with a range of tools and techniques of environmental analysis.
The tools considered here each have a different focus.  They complement each other and normally need to be used in combination rather than separately from each other: you can see how this works in Kew and Stredwick (2016), especially pp.14-19.   Many of the criticisms acknowledged apply to widespread incorrect or insensitive use rather than to the tools as such.  The CIPD advises that they should be used at regular intervals or on a continuing basis rather than just once, and that they are best conducted by a team rather than an individual (CIPD, 2015; CIPD 2017). This helps achieve a more complete and balanced picture that is regularly updated, and is an excellent opportunity for learning from colleagues across your organisation, and on-going collaboration with them.  
STEEPLE (previously known as PEST or PESTLE) provides a framework for analysing external factors that may affect an organisation and its business, in seven (previously four or six) categories.  Deciding which factors are most important in any particular instance is a matter of experience and judgement case by case: the different acronyms do not imply a debate as to their relative importance in general.  The seven categories are listed below:
· socio-cultural
· technological
· economic
· ecological
· political
· legal
· ethical

In fact it is very difficult to keep these categorizations separate when considering real-world circumstances.   For example a political process such as Brexit is important precisely because of the broad range of changes it is triggering across other categories than the political, and something similar might be said about the rapid and continuing development of digital technology (or prospectively of artificial intelligence).  It is very easy for a picture of this kind to break down into a mass of detail, difficult to organize and use.   Both Farnham (2015) and Kew and Stredwick (2016) explore examples in each category at length, providing a more granular understanding than is possible here of each category and of their overlaps and interactions.  The key point is that STEEPLE allows an initial audit of environmental influences.  The results should then be subjected to deeper analysis focussing on whatever is judged in each specific case to be most important.
PORTER’S FIVE FORCES is an analytical model which again focusses on the external context, but concentrating exclusively on factors of competitiveness in a specific industry in order to assess its attractiveness.  This is therefore a very much more tightly focussed tool than STEEPLE/PESTLE, aiming at greater technical specificity and precision.  The five forces studied are:
· the threat of entry by new competitors
· the power of customers ( eg to force down prices or force up quality/costs)
· the power of suppliers (eg to force up costs)
· the threat of substitute products/services
· intensity of rivalry between existing competitors

Each of these forces is analysed to identify the factors contributing to it in any specific case, although care should be taken to concentrate on whichever of the five forces are most important in that case rather than compiling exhaustive information about all of them.  The model was first presented in 1980, but  contrary to critical arguments that it is outdated because it does not consider more recent developments of digital technology, globalisation, and widespread deregulation of markets, a part of its value is precisely that it can help in identifying which of the data generated by STEEPLE/PESTLE are most important from a business point of view and in a specific case.
Whilst these tools help identify important external factors, they do not touch on internal ones.  These can be inventoried through the PRIMO-F framework, which reviews in turn
· People (numbers; turnover; skills)
· Resources (equipment; premises)
· Innovation (ideas, learning)
· Marketing (how the organisation’s activities are made known)
· Operations (co-ordinated management of the above)
· Finance (costs, investments, return on investments)
However, the significance of internal strengths and weaknesses needs to be assessed holistically together with that of external threats and opportunities: this is the purpose of SWOT (Strengths – Weaknesses – Opportunities – Threats) analysis, which weighs them in a single framework.  Opportunities can be ranked for their combination of attractiveness combined with the probability of success in exploiting them, and threats for their likely impact combined with the probability of their occurring, at the same time as they are weighed against the strengths and weaknesses likely to play a part in successful or unsuccessful response to them.  
SWOT cannot work well if applied to the whole of a large company – it needs to be applied to each strategy of each business unit, in the light of STEEPLE and PRIMO-F analyses conducted previously .  It also essential to be stringently selective of what is most significant from the point of view of likely business success or failure, to have regard to the future and not simply the past and present, and to have the input of a colleagues with broad relevant expertise and experience.  Often these considerations are not applied, and SWOT is poorly performed; but it can be a valuable tool if undertaken with care and with experienced input.

The case of UBER
An interesting illustration of factors affecting an organisation’s business and its HR function is the taxi-hailing service Uber, based in California but now operating world-wide.  
Since launching in 2009, Uber has become an iconic leader of the ‘gig economy’ (CIPD, 2017?).  Uber uses smartphone apps to establish contact between customers and drivers.  Rides are booked, both parties see the other’s location and track the driver’s progress towards the pick-up point, and the transaction is charged to the customer’s credit card at one of a number of advertised rates, all in real time. Drivers normally use their own vehicles, and there is no need for the local staff, premises and equipment required to run traditional taxi services, which can therefore be under-cut.  Uber also campaigns aggressively in the jurisdictions where it operates to be recognised as an information rather than a transport service, claiming that drivers are self-employed contractors rather than employees, with the objective of securing legal exemption from two areas of regulation, governing transport (often stringently, in the case of taxis) and employment (for  example in the UK including rights to the minimum wage, pension contributions, sick pay and paid holidays).  Some drivers appreciate the flexibility this allows them, although others have sought greater legal protection.
For these reasons, Uber is controversial in many countries, and is involved in continuing legal battles as well as campaigns both for and against legislation that might restrict its activities.  But its reputation is also in question for other reasons.  These include allegations of widespread sexual harassment and gender discrimination among the core workforce (also recognised to show a low level of diversity, being overwhelmingly white and male), investigations in the US and overseas into use of secret software to deceive regulators, allegations of spying and theft of trade secrets from rival companies, of fraud, of knowingly renting fire-prone cars to drivers in India, and of interfering in investigations into accusations of rape against an Indian Uber driver.  There  have also  been multiple resignations of senior staff unwilling to accept the company culture, followed by dismissals of those deemed responsible for it (Guardian, 2018?).  In September 2017, a decision was announced to revoke Uber’s licence to operate in London, on the grounds that it was not ‘fit and proper’, well before the European Court of Justice ruled that it was a transport rather than an information service.(Guardian, 2017?; Guardian, 2017?)  However, already in June an article in the Harvard Business Review had declared that Uber’s strategy and corporate culture committed it from the start to systematically seeking to evade and undermine the law.  The conclusion was that change of personnel would not suffice to put things right, and the company should be closed down. (Edelman, 2017).
Uber’s growth has depended on two long-term trends, the expectation that goods and services can be ordered rapidly, effectively, and cheaply on line, and the increasing expectation of flexibility in employment contracts. These have been essential external enabling factors (creating opportunities). An essential internal factor (of strength) has been the computer and smartphone technology required to run the service, although Edelman (2017) stresses that this is not uniquely available to Uber and could have been applied at an earlier stage by traditional taxi companies to enhance their service.  Across many different jurisdictions, legal regulation of transport and employment represents a host of threats, many of which Uber has yet to overcome with decisive success.  The eventual outcomes are likely to differ between jurisdictions; and the extent of the need for HR services in connection with employment of drivers will in the long run depend on this, in line with the broader impact on operating costs.  
The critical factor internal to Uber, as yet to be decisively evaluated, would appear to be the culture among the core workforce (that is, other than drivers), especially at senior levels, with its relentless focus on achieving competitive advantage without regard either to the law or to perceptions of corporate ethics and responsibility (Boudreau, 2017).   The ultimate focus of this article is on the short-comings of Uber’s HR strategy, which is said to have been focussed too exclusively on talent acquisition, to the exclusion of these other considerations.  Whether it is in fact too late as Edelman (2017) suggests for a change of personnel or culture to set Uber on a different and more widely acceptable course, and whether a combination of legal sanctions and public distaste might have that effect or a more damaging one, remains to be seen.  In relation to the senior workforce, however, a different and less one-sided HR policy might have created an entirely different brand, and a reputation for successful innovation very much more secure than it currently is.  Whether Uber’s HR strategy is in the long term a strength or a weakness will therefore only be decided in due course.  The SWOT will need to be repeated.

Organisational strategy and the role of HR
There is little agreement about the definition of organisational business strategy.  Both Farnham (2015) and Kew and Stredwick (2016) introduce the topic by making this point, before reviewing vast numbers of alternative options.  But the general structure of both books indicates that it is a high-level framework of response to the results of environmental analysis.
Taylor and Wilkinson underline distinctions between ‘rational/classical’, ‘emergent/logical incrementalism’, and ‘symbolic/radical’ approaches (2016, pp.58-59), also covered in the other two works cited above.  The first is a ‘top-down’, centralised approach by senior managers.   Dating from the early post-war period, this approach has fallen from favour because it is unresponsive to the dynamism of contemporary business environments.  ‘Emergent’ strategy, by contrast, is developed incrementally as an organisation responds to its changing environment, on the basis of the continuous, daily experience of managers at lower levels.  The  main risk here  is that of pragmatism becoming strategic drift.   ‘Symbolic’ strategy initiatives are retrospective re-statements of the outcomes of empirical and opportunistic strategy formation of the emergent type, designed to lend the organisation an air of credibility it might otherwise lack.  
Whilst there are multiple versions of each of these approaches (and they are often applied in conjunction with each other), there is also a widespread recognition that they are points on a continuum (credited to a series of works by Henry Mintzberg) rather than alternatives.  This means their appropriateness relative to each other is contextually determined, by reference to the type of organisation and the environment.  For instance according to Mintzberg (1987), strategy might be represented as any of the following: a plan (made before taking action), a ploy (adopted to outwit opponents), a pattern (of behaviour, identified retrospectively and then adopted as a plan), a position (targeting a niche in the market, to balance environmental and competitive pressures), or a perspective (defining a brand and its place in the market).  Inevitably, then, there have been very many proposals as to how strategic management (or different aspects of it) should be or is approached.
Kew and Stredwick (2015) have  a forty-page chapter reviewing a selection of this material, but stress that ‘the essence of strategic management is very simple’ (p. 426).  They  shape their review to reflect what they suggest is a three-stage process responding to four questions:
	Strategic management processes
	Questions

	Strategic analysis
	Where are we?
Where do we want to get to?

	Strategic choice
	How can we get there?

	Strategic implementation
	What do we have to do to implement our chosen strategy?



Strategic analysis overlaps very substantially with what has up to now been called ‘environmental analysis’, making use of the STEEPLE technique at an early stage, but it also reviews resources (including human resources), expectations of stakeholders (investors, suppliers, contractors, employees, prospective employees, regulators and other public authorities, customers and prospective customers), and the organisation’s culture and values.  Strategic choice involves generating a series of alternative options, evaluating them for suitability (through a SWOT analysis), feasibility (in terms of resources available) and acceptability (to a sufficient range of stakeholders), and selecting between them either on the basis of a methodology of logical weighting or for reasons of political calculation.  The options considered may arise from any of a number of frameworks designed to match strategy to the relationship between particular features of an organisation on the one hand, and the market where it operates on the other.  A classic example is Porter’s concept of ‘generic strategies’ identified as cost leadership, differentiation, or focus (where one of the first two is applied in a niche market) – these are also applied to HR strategy by Taylor and Wilkinson (2016, pp.61-62).  Finally in this model ‘strategy implementation’ overlaps very largely with change management (considered here in the following section).
This summary description of the model should make it clear that strategic management is not considered to be a linear and sequential process, but one that is constantly on-going.  There is a potential role for HR in each of the phases, although it will depend on the internal politics of the organisation whether and how far it can be enacted.  Typically, this role will include workforce planning -  ensuring that appropriate numbers of people with appropriate skills are available to execute the strategies selected (CIPD, 2016), and performance management designed both to boost organisational performance by boosting individual performance, and to maintain change-readiness.  Depending on the size and type of the organisation, these activities will be underpinned by learning and development of greater or lesser sophistication.  They require careful planning to ensure both vertical integration (of HR with organisational strategy) and horizontal integration (among HR strategies).
Where HR is most influential, the resource-based view of the organisation may well be adopted, so that  business strategy is shaped around the strengths which either exist within the organisation or which can be generated internally or by recruiting from outside. The classical/rational model of business strategy may be notionally adopted where there is a ‘best-fit’ HR strategy, although this suggests HR may enjoy a less privileged or powerful position within the organisation, and is required to bring its strategy into line with a business strategy over which it has relatively little influence (and which in reality is likely to be an emergent one).  
However, in addition to business performance measurable in financial terms, it may also be necessary  to secure compliance with relevant laws and regulations, and with codes of practice and ethical standards sufficient to inspire stakeholder and public confidence. This is what seemed to be lacking in the case of Uber.  However, it will be a matter for calculation in each separate situation what levels of legal or of publicly recognisable ethical compliance are required in the interests of doing business effectively, whether or not it is desirable to go beyond that necessary minimum, and in what areas.  In consultation with senior management and key stakeholders, it will typically be HR’s responsibility to draw up the relevant policies, and train staff in their interpretation and application.  Wilkinson and Taylor (2016, pp.37-38) pick out several key areas where the HR function itself may be subject to legal or ethical constraints: equality of opportunity, diversity, dignity at work, work-life balance, and health and well-being.  However, in addition to the laws of the jurisdictions where they operate, many organisations’ declared values or the expectations of stakeholders may raise ethical issues in a great variety of other areas, including environmental issues, fair trade, socially responsible investment, involvement in supporting community issues and projects, and standards in employee relations above the legal minimum.  A policy of responsiveness to these and comparable issues is known as one of ‘corporate social responsibility’ (Kew and Stredwick, 2016, p. 398).

Business performance and change management
Traditionally, the main criteria of business performance were short-term financial ones, primarily rates of profit (or loss) for shareholders in the private sector (while the public and charity sectors would consider how efficiently services were being provided).  Since the 1990s, however, increasingly rapid change in the business environment has stimulated fresh thinking: besides performing well financially, organisations need to be equipped both to continue doing so in the longer term, and to adapt their ways of doing so in line with changing conditions.  
One very influential means of monitoring development of these capabilities alongside financial results is the balanced scorecard. First developed in the 1990s, this is key both to the linkage of strategic planning to effective action, and to the involvement of HR (Boxall and Purcell, 2011).  The balanced scorecard shows four different perspectives on business performance.  One is financial; the others concern the quality of business processes, of learning and growth, and the perceptions of customers, on the basis of a calculation that sustained financial performance depends on work in all these other three areas.  Scorecards can be developed at organisational level, but also at those of departments, teams, and individuals.  The balanced scorecard is therefore also a device which allows objectives at each of these levels to be aligned, and all of them linked to organisational strategy.
This is also key to modern performance management systems, focussing on development of staff capability and performance to support achievement of organisational goals more than on rewards or penalties for success or failure in meeting targets (Armstrong, 2015;  CIPD, 2017?).  HR can be instrumental in devising developmental performance management processes, and in training and encouraging line managers to engage with them and conduct them on a continuing basis rather than as an annual ritual of appraisal.  In principle, once this is done and supported by appropriate learning and development programmes, the organisation is able to adapt itself at short notice to environmental change.
However, this is an ideal scenario.  In practice, change commonly takes the form of re-structuring, down-sizing or take-over, often accompanied by wholesale redundancies or redeployments.  As previously mentioned, Kew and Stredwick (2016) identify change management very broadly with the final phase of the strategic management cycle.  They explore several different models of change and change management.  Different approaches focus either on the involvement of individuals who may be eager or resistant, or else on the organisation as a whole, and either on change of organisations positioned within stable environments, or on change considered as the normal state of organisations within a permanently unstable environment.  Yet from Lewin’s five-stage model of unfreezing, change, and re-freezing devised with reference to individuals operating in the relatively stable environments of the 1950s through to the most complex and recent models, the relevance and role of HR remains broadly similar: to provide two-way (or multi-directional) channels of communication and information so that plans for change can be effectively developed, shared, and agreed upon with the most appropriate level of compromise and accommodation, and they can be set in place and then formalized as effectively as possible.  This is to some extent a sanitised picture, since it is admitted that change management is process that must inevitably combine management of change projects (which are relatively easily controlled) with that of individuals’ reactions (which are much less so).  Conflict and mixed results are therefore inevitable: the goal is to minimise them.

Using data in HR
Constant, rapid, unpredictable environmental change requiring continuous readiness for strategic change also demands that HR work be based on carefully considered evidence  - ‘evidence-based HRM’ (Taylor and Woodhams, 2016, p. 8).   Information of many kinds, both quantitative (numerical) and qualitative (verbal, such as exit interviews or feedback from staff focus groups), can be collected and used: what is most needed depends on the type of organisation and its situation.   It is good practice for organisations to regularly report internal data, one recent recommendation being that this should begin with figures for the ratio of HR to other staff, staff turnover, absences, take-up of annual leave, and the value of pay awards, and move beyond that minimum range to meet contextual requirements (Personnel Today, 2016).  Services are also available which permit subscribing organisations in exchange for reporting their own data to access that of a very large number of others, for purposes of whatever comparison or study may be required (Reed, 2018).  A wide variety of other relevant statistical data is available, for example from (among other sources) the Office for National Statistics, and  the Workplace Employment Relations Surveys regularly published (in addition to vast amounts of other information useful to HR professionals) by the Department of Business, Energy and Industrial Strategy (2018).  The emerging discipline of ‘HR analytics’ is currently achieving rapid progress in using such material not simply to spot and predict trends, but also to recommend responses to them in advance (CIPD, 2017).
At a less ambitious level, regular review and comparison of selected internal data with previous reviews or with external benchmarks can allow trends to be monitored and responses considered.  Alternatively inputs of all the kinds listed above can be selected to be fed into the situation-specific research reports which HR professionals regularly produce to recommend change initiatives for implementation, as detailed by Marchington and Wilkinson (2008).
In these ways, a modern HR function can and should aspire to sit at the heart of its organisation, constantly playing a part in updating it with information and insights which allow it to respond imaginatively to the ever-changing challenges of the business world.  As we have seen, many different structures and styles of working may be demanded by the nature and situation of different organisations, but all of them exist to meet this fundamental requirement.
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