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Understanding the Business Context of Human Resources

There are various types of organisations including public, private and voluntary and so it is vital that HR professionals can recognise that each sector may operate in a different way. 
1.1
Business objectives of individual organisations can vary with factors such as the size and type of the organisation greatly affecting its business agenda and strategies. Most organisations are considered part of 1 of the 3 main sectors which are private, public or voluntary (third) and each individual factor can have an affect on HR’s role within the organisation. In the private sector, companies can be very small, independent family run businesses and so often do not require the need for large teams of HR specialists that focus on long-term business objectives. In large private companies however, such as Tesco there are practitioners within the business that ensure sophisticated HR procedures are in place with standardised induction programmes and appraisal processes (Taylor and Woodhams 2016). Ultimately, most private organisations purpose is to make a profit in order to be able to continue and so their business objectives will be aligned with generating revenue. However, these will be heavily regulated and have legal constraints which could affect the way the business is run. A large company like Tesco also operates in different countries and so company procedures and policies often need to be tailored and adjusted to each country. This will also mean that consistency throughout the organisation isn’t always possible and that local cultures could affect the way in which the business is able to fulfil its purpose (Mayhew R, 2019) In relation to pay, private organisations can be very much based on individual performance set by managers and companies have developed their own employee value strategies. As a result of this, companies can become more competitive and comparable ensuring that the correct type of employee is attracted and maintained (Taylor and Woodhams 2016). 
 Within public organisations, such as Hywel Dda University Health Board they are usually funded by the tax payer and so it’s business purpose would be to provide a service to public users. Public sectors are usually ‘subject to levels of public accountability and transparency that arise from governments’ role as custodian of public funds’ (Bach 2010). Due to this reason, public sector organisations tend to have large HR departments with a high standard of management and clear policies and procedures in place that are consistently applied as well as compliance in respect of legal aspects of the organisation. More recently, in large public organisations there has been a move towards more business-focussed and strategic thinking in its approach (Taylor and Woodhams 2016). It is argued that there are higher levels of bureaucracy within the public sector due to the nature of the organisation and so there is less movement for middle managers or line managers to be involved in business decisions. There also tends to be more of a trade union presence compared to private organisations and are usually involved in pay negotiations. Public sectors tend to have national pay scales and so there isn’t much movement for pay initiatives in relation to employee performance as there is in private sectors (Taylor and Woodhams 2016). 


1.2 &1.3
There are many internal factors that can affect organisations and HR including: 
· social components
· Communication – management styles, organisational behaviours
· Culture
· Decision making – power conflict and control within the organisation
· Financial health of the organisation
· Logistics – national/multinational organisation
· Technological developments

Understanding all the above can help ensure that HR can contribute to organisational performance and how HR is delivered. Historic cultures that exist in organisations can often have substantial influence on behaviours within an organisation ultimately effecting individual’s performance. HR should recognise cultures that support effective performance and attempt to change cultures that don’t work (Taylor and Woodhams 2016).  Johnson et al (2012) developed the cultural web known as the ‘paradigm’ which contains 6 main elements that can aid HR professionals look at what is working within the organisation, what isn’t working and what needs changing. These are:

1. Stories – considering the good or bad reputation of the organisation both inside and outside of the organisation
2. Rituals and routines – looking at the daily actions and behaviour of people
3. Symbols – how the company looks visually considering aspects such as logos, informal/formal dress codes, the working environment 
4. Organisational structure – looking at the defined organisational structure as well as the underlying unwritten power structures and influences 
5. Control systems how the organisation is controlled by financial systems, reward systems, etc and how they are circulated within the organisation
6. Power structures – pockets of power within such as chief execs, management groups or even sole departments.  
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There are various ‘culture types’ within organisations including: 

· Power orientated – tend to be competitive and focus more on personality that expertise of individuals
· People orientated – focus on individuals, are empathetic and reject control cultures
· Task orientated – focus on individual tasks and procedures
· Role-orientated – usually bureaucratic 

Understanding power structures enables HR professionals to be regarded as experts in conflict by using influence to improve employee understanding and implement changes smoothly and effectively (Kew and Stedwick 2016). There have been many developments within HR and its structure. Traditionally, HR departments within large organisations were centralised, but more recently HR departments are becoming more specialised than generalists and are often outsourced in to shared services or centres of excellence (Taylor and Woodhams 2016). CIPD (2018) explain that change of transactional generalist HR roles from transformational and specialist roles has led to a change in recruitment and individual skill requirements. Becoming more specialised can help HR be regarded as experts in their field and can use their influence to facilitate change, and understand the structure of the organisational context to recommend the best options for the organisation (Kew and Stedwick 2016). The processes of networking, looking at group behaviour, leadership, politics within the organisation and how conflict is dealt with all need to be take in to account when considering ways of improving the organisational effectiveness (Armstrong and Taylor 2017). 

HR also need to consider the impact of other organisational factors such as management roles within the organisation and the importance of the relationship between HR and line managers. Working together with line managers, greatly benefits the organisation as both parties have a vested interest in ensuring that the organisation achieves success. Training and developing line managers is considered a vital HR function regardless of which sector the organisation is a part of (CIPD 2018) and preparing line managers to carry out their role effectively helps to allow this. 
Strategic planning between HR and line managers involves reviewing processes and projects that could affect the organisation, such as recruitment. Ensuring that the correct person is appointed benefits the organisation in various ways including reduced turnover costs, and succession planning (CIPD 2018). 
Another common role of the line manager is to manage conflict, and when this occurs, HR are usually contacted to provide guidance and advice on how to manage conflict at work. When HR and managers work together, it allows HR to have more confidence when required to investigate a workplace issue as the line manager should be prepared on how to document their actions and decisions appropriately and have a deep understanding on how to do so according to company policies and procedures through the guidance form the HR department (Woods, S 1996). 
Successful implementation of various HR policies and procedures depends on how it’s communicated and rolled out – ensuring managers and employees of all levels are aware of and implement them effectively. Tension between HR and line managers would become an obstacle when attempting to implement strategy-aligned policies with organisational procedures. Recognising smarter ways of working together with managers, such as introducing a grading system within the organisation helps managers to have a clearer understanding of their role and can make decisions more effectively (Personnel today 2014).


3.2 &3.3

An organisational strategy can be described as a creation, implementation and assessment of decisions within an organisation that helps the company to achieve both its short term and long-term objectives (people development magazine). Formal strategies have 4 main points including
· Identifying the most important goals
· Developing effective strategies around the main ideas
· Dealing with the unpredictable
· Organisations have various mutually related supporting strategies 
(Quinn 1980)

 There are three basic approaches to strategy development including:

1. Rational/Classical –An appraisal of both external and internal factors that could affect the organisation is carried out, often using tools such as a SWOT analysis which generates information to enable senior managers to formulate objectives for the organisation. They gather the required raw materials including technology, capital and people for their approach to be successful, then asses the different strategic ideas, evaluate them and decide on the most appropriate action (Taylor and Woodhams 2016).
2. Emergent/logical incrementalism – originated from the work of James Quinn (1980) and suggests that although strategy formulated at senior levels influence organisations strategy, rather than implementing these and having clear objectives to follow, they are something that are developed over time as the organisation responds to its external environment and adapts to situations as they arise. 
3. Symbolic/radical – suggests that strategy is developed after the organisation has tried different things and discovered what works and doesn’t work and then produce a written strategy in response. This is known as a symbolic action which is mainly produced to provide the organisation with credibility and significance (Taylor and Woodhams 2016).
Each organisation will have a different approach to formulating strategy, and it is largely dependant on what type of organisation they operate in, as well as the culture, external factors and management styles within the organisation. Some of the different approaches include:
· Top down approach – senior management
· Bottom up approach – usually approved by senior managers
· Interactive approach – created together with senior and lower management
· Semi-autonomous approach – created separately
There are various factors than can restrict how strategy is developed and implemented such as external issues varying from company law, regulatory bodies and measures put in place by governments/local authorities. There are also factors such as the culture of the organisation, stakeholders and business ethics which may affect what strategies can realistically be implemented (Johnson et al 2011). 
HR can contribute to the implementation of organisational strategies in many ways and Alexander (1985) describes that there are 5 main elements of successful strategy implementation:
1. Communication – communicating effectively to all current staff, as well as new staff members by including it during the induction process for example
2. Starting with a good idea
3. Achieving employee commitment and involvement – having focus groups, change champions, employee surveys etc
4. Providing enough resources – enabling employees to carry out their roles to their full potential and providing them with the tools to do so
5. Developing an implementation plan – formulation of strategies and how involved will staff be
(Kew and Stedwick 2016).
HR can use internal information/data as well as information on labour markets and other benchmarking data to help forecast the success or failure of an idea. HR professionals can also use PESTLE, SWOT and other tools to help with formulating strategy and the access to provide information on the current skills and capability of the workforce. They can develop policies to assist with the implementation of strategy, as well as manage how that change will be implemented by ensuring line managers have the appropriate skills to engages with their employees and provide the necessary support through the change (CIPD 2019).
HR can participate to strategy implementation at different levels as either a board member, facilitator or adviser. There are various approaches to HR strategy and some are Contingency/Best fit, Best practice/High Commitment and Resource Based Thinking. 
Contingency/Best fit thinking can be described as a defined strategy that are aligned with business strategies (Taylor and Woodhams 206). One of the core influential models used to describe contingency thinking is Michael Porter’s 1985 model and identifies three main alternative strategies that business should follow:
· Cost leadership – value for money
· Differentiation – by having quality enhancement or innovation
· Focus – using cost leadership or diversity in a niche environment
Porter (1985) argues that organisation have a choice of which of the above strategies they use in order to compete and be successful and will be dependent on which strategy they adopt, as long as they are aligned with the overall business strategy. The main characteristic of HR strategy is ensuring that they have external fit with business strategy and are vertically integrated with them. It is about aligning what HR do, and the policies that are implemented, tools that are used, procedures that are in place will all effectively support the organisation’s needs.  The higher level of vertical and horizontal integration within an organisation, the more effective a HR strategy will be (Taylor and Woodhams 2016). 
Best practice discusses whatever strategy an organisation implements, HR practices need to be adopted to improve its chances of success. Kew and Stedwick identify 10 best practices and link them to high levels of employee performance such as team working, commitment to leaning etc. 
Resource based thinking is centred around the organisations existing resources, and how they can be used to benefit the organisation. The strengths of the organisation in various ways is a key factor such as good people management, the brand, physical resources, capabilities within the organisation and being able to protect, enhance and reinforce those strengths to allow the organisation to sustain a competitive advantage compared to others. It is argued that this kind of analysis recognises that individual’s significance within the organisation and how detrimental it could be to lose them to a competitor (Taylor and Woodhams 2016). 
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Figure 1: The Cultural Web
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