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Introduction
The purpose of this report is for the inclusion in the delegate pack focusing on ‘Business Issues and the Contexts of Human Resource”.  The report will outline the importance of HR within an organisation and its role.  During the course of the report it will outline the key forces which shape the HR agenda and compare and analyse various models, making reference to published theorists and authors.   





















1.Forces Shaping HR
HR plays an important role in supporting the business strategy within an organisation and ensuring the HR strategy is in unison with the business activities (Wilkinson & Taylor, 2016)
 “HRM is the term used to describe formal systems devised for the management of people within an organisation.” (inc.com, 2017).  Currently more, emphasis is being put on HRM in relation to whether an organisation will succeed or fail (Marchington & Wilkinson, 2012)  Prior to HRM organisations had ‘Personnel Departments’ which looked after the employee’s welfare and liaised with trade unions. HRM was first documented in text books in the mid 1960’s (ibid) which gradually resulted in Personnel Departments being phased out and replaced my Human Resource Management. 
Table 1 summarises the difference between Personnel Management and HRM (Farnham, 2015) 
	Area
	Personnel Management
	HRM

	Motivated
	Driven by employer needs to treat people fairly
	Response to globalisation and Neo-Liberal Policies.  Driven by the employer needs for a competitive advantage in the marketplace

	Structure
	Centralised
	Divisional

	Market Condition
	Operates in relatively stable market conditions
	Operates within a competitive market and a change agenda

	Management Approach
	Traditional approach to managing people with a strong administrative purpose
	A distinctive approach to managing people with a strong strategic purpose

	Perspective
	Short term ad hoc perspective
	Long term strategic perspective

	Approach
	Adopts a pluralist approach to people and organisation management
	Adopts a unitary approach to people and organisation management

	Negotiation
	Negotiates collectively
	Manages individually

	Delivery Method
	Delivered monitored and policed by personnel specialist
	Delivered by HR Professionals in collaboration with line managers.  Move to vertical and horizontal fit



It is important to understand that HR practice although similar in a lot of ways will differ to an extent depending on the sector the organisation is categorised. (Taylor & Wilkinson, 2016).  

The 3 main business sectors are: 
The Private Sector – owned by private individuals, collaborative and/or shareholders.  They are a profit-making business. 
The Public Sector – include government departments and public services, 
The Third Sector – include charities, co-operatives and campaigning groups

According to (Marchington & Wilkinson, 2012)Key factors which influence the choice of HRM Systems are outlined in Table 2
	Factor shaping HRM
	Endorsing high commitment in HRM
	Obstructing high commitment in HRM

	Policy framework, societal regime and financial system
	Co-ordinated market economies, legislation supporting worker rights and voice. Stakeholder viewpoint. 
	Liberal market economies. 
Voluntarist approach to worker rights and voice.
Shareholder perspective. 

	Product markets
	Stable product markets
Long-term partnership between organisations.
Employer dominates markets
	Highly competitive and unstable product markets. 
Market driven by contracting culture.
Employer marginal within markets.

	Technology, skill and staffing levels
	Capital-intensive systems
High staff-to-customer ratios


	Labour intensive systems
Low staff-to-customer ratios

	Labour markets and industrial relations
	High skill levels, workers hard to replace
Strong co-operative management-union relations
	Low skill levels, workers easy to replace
Hostile management-union relations or aggressive non-union stance



1.1 Ethics and Accountability
Billingham (2003) sites in (Kew & Stredwick, 2010) “Ethics involves the values that a person seeks to express in a certain situation; morals the way he/she sets out to achieve this”.  According to (Armstrongb, 2012) HRM ethical guidelines should include that employees are treated as human beings with strategic goals embracing the rights of the employees.  Connock and Johns (1995) stress that ‘ethical leadership’ must start at the top and be fed downwards.  
An article on the CIPD website (Spellman, 2011) states accountability and transparency should be at the top of the tier of organisation values and managers should incorporate them into the framework to monitor their ethical performance.  At Wales Air Ambulance (WAA) Accountability and Transparency are at the core of their values as are Innovation, Valuing people and Integrity and are incorporated into the business strategies. 
1.2 Models of the HR Function
Theorists such as Beer et al (1984), Storey (2001) and Formbrun et al (1984) HRM can be split into two categories, Soft HRM and Hard HRM.  (Figure 1)
Soft HRM emphasis on the human element within an organisation where employees are viewed as valued assets. (Dundon & Rollinson, 2011) In contrast hard HRM is mainly driven by results and achieving its objectives, therefore the human aspect of the company is considered in the same category as land or machinery. (ibid)
Figure 1. Hard v Soft HRM 
[image: Image result for hard model of hrm]
Hard Models of HRM
It is the role of HR to ensure the talent strategy is closely associated with the corporate strategy of the organisation.  The strategic analysis from the viewpoint of the business should be fed into the HR forecast. HRM supports the organisation to achieve its goals and objectives. The various duties of the HRM include, planning and coordinating the company’s employee talent, recommending internal and external policies and procedures, support management to ensure the culture within the organisation improves productivity. (Armstrong, 2012) 
Best Practice Models (Hard Models)
Best Practice Models have three main elements:
1. Improve and develop employees both at an organizational and personal level.
2. Motivating desired behaviours in the workplace through strong incentives.
3. Open up opportunities for better trained and more motivated workers to contribute their ideas at work through job redesign and indirect forms of employees’ participation. 



1.2.1 Havard Model of HRM
The Havard model (figure 2) was devised by Beer et al (1984) and can arguably be defined as one of the most influential models of HRM (Price, 2007)  The model demonstrates that HRM policies are influenced by two significant factors; 1) Situational factors 2) Stakeholder interests (ibid).  “The underlying to this concept is that of creating a better and committed relationship between the organisation and its employees as necessarily to achieving higher levels of outputs to the organisation‟s objectives.” (Ihauh, 2017)



Figure 2. 
[image: ]
The Havard model emphasis four main areas:
1. Human resource flows – recruitment, placement, promotion, appraisals. 
2. Reward systems – pay systems, motivation. 
3. Employee influence – delegated levels of authority, responsibility.
4. Work systems – definition of work and alignment of people. 

Which in turn lead to the 'four C's' or HR policies that have to be achieved: 
· Commitment
· Congruence
· Competence

1.2.2 Michigan Model (Best Fit Model)
Fombrun et al (1984) Michigan model also known as the ‘Best Fit Model’ (figure 3) provides a set of frameworks for HR strategy and explores the link between HRM and strategic and business objectives.  It is an integral tool to be used in strategy determination.  The managerial task is to align the formal structure and HR systems so that they drive the strategic objectives of the organisation. (Taylor & Woodhams, 2016)

[image: Image result for Michigan Model of HRM]Figure 3 Michigan Model
Criticisms of the Michigan Model
· Ignores employee interests and the important aspects of the psychological contact.
· May be the pursuit of economic performance to the detriment of everything else. 
· How do we assess the validity of the best fit practices – the nature of the strategy and the constant need for change makes alignment of current and future needs difficult.  

1.2.3 Human Resource Flow Model (figure 4)
Emphasise employee commitment and engagement and attempt to align the interest of employees and management. ‘Best practice’ model often referred to as high commitment or high involvement.  These models typically emphasise three main elements in their prescriptions for high commitment, high performance HR strategies and practices. 
· Enhancing employee abilities or knowledge and skills through effective training.
· Motivating desired behaviours through strong incentives.
· Opening opportunities for better trained and more motivated workers to contribute their ideas at work, through job redesign and indirect forms of employee participation. 

[image: Image result for Human resource flow model]
 Figure 4. Human Resource Flow (Beer 1984)


2. HR Strategies
The strategic choices most organisations face are ultimately shaped by forces outside their control. (Marchington & Wilkinson, 2012)

(Taylor & Wilkinson, 2016) states that a formulation of a business strategy can be categorised as:

· Rational/ classical – Organisational goal setting using internal and external factors which effect the company and utilise the information to set objectives. 
· Emergent/logical incrementalism – this strategy is predominately devised by senior managers and have an influential input, however external factors such as the environment may hinder the development of the strategy.  
· Symbolic/radical -  this strategic approach has no planning and is a constant work in progress. 

“A main characteristic of an effective HR strategy, whatever form it takes is its integration with business strategy” (Taylor; Woodhams 2016) It is important that the HR strategy algins with the business strategy, policy’s must not contradict oneanother. 

2.1 Models of Strategy

The Guest Model is widely used in formulating a strategy as it focuses on the individual needs rather than the workforce, which allows organisations to develop power and flexibility.  Four main areas are the basis of the model: 

· Strategic Integration -  HR strategy and the business strategy must align or interconnect  to achieve the organisations goals.
· Commitment – ensuring employees are on board with the impending strategy, are prepared to go the extra mile and fully engaged. 
· Flexibility – this can be numeric, functional, pay, distancing.  Ensuring all concerned are adaptable and willing for change.
· Quality – ensuring the highest standard is achieved


3. Tools for analysing the business environment

3.1 PESTLE Analysis
Organisations have the option to sit back and wait for the environment to change or they can be proactive in how they manage their relationship with the environment and plan for any changes (Kew & Stredwick, 2010).  PEST analysis was predominately used during the 1980’s and early 1990’s before the separation of ‘Political and Legal and the inclusion of Environment’.  The PESTLE analysis categorises the six main environmental influences: Political, Economic, Social, Legal, Technological and Environment (figure 5).  The PESTLE analysis tool is used by organisations as it offers a simple framework to develop external and strategic thinking, anticipate impending business threats and spot potential business opportunities. (CIPD, 2018)
Organisations must recognise that strategies that suited them in the past may no longer be relevant if the environment has changed.  HR must recognise that failure to take onboard the broad data available to them can be detrimental to the organisation. It can be argued that by using the PESTLE analysis it may prove disadvantageous in certain areas such as, oversimplifying the data used for decisions, fail to keep up with external changes which can make it difficult to keep up with developments which may affect an organisations future.  It can also be said the information used during the PESTLE analysis is based on assumptions and not fact. (ibid)

[image: ]
Figure 5 PESTLE MODEL


3.2 SWOT Analysis
“A SWOT analysis (figure 6) is a planning tool which seeks to identify the strengths, weaknesses, opportunities and threats involved in a project or business.  It is a model for matching an organisations goals, programmes and capacities to the social environment in which it operates.” (CIPD, 2015)

(Kew & Stredwick, 2010) describe SWOT analysis as having many strengths, such as being simple to use and understand and does not over complicate the need for managers to investigate both the internal and external factors relating to the organisation.  In addition, (CIPD, 2015) also documents the advantages such as encouraging the development of strategic thinking, flexibility, encourages management to focus on strengths and build on opportunities. 

However, (Kew & Stredwick, 2010) also site criticisms such as being subjective, too general and lack the ability for forward thinking.  As with the PESTLE analysis the SWOT analysis can be guilty of over-simplifying the amount of data used for decisions and relying on data which are based on assumptions with the risk of key elements being omitted. 


Figure 6  Example of a SWOT Analysis
[image: Image result for steeple analysis example]


3.3 Porter’s Five Forces Model
The structure of competition can be categorised in five major forces according to Porter’s Five Forces model (Figure 7).   These are:
· The threat of entry of new firms
· The power of buyers
· The power of suppliers 
· The threat of substitutes
· The intensity of rivalry among existing forms

“The value of this model lies not in its predictive ability but in the way in which it provides a checklist whereby firms can analyse and define their own position in relation to their own industry” (Kew & Stredwick, 2010)  When using this model it is important to understand it is based in the here and now and is not really the best tool to use for future projections.  A major criticism of the model is that it is geared more towards the private sector and has little relevance to the public and third sectors (ibid)








Figure 7.  Porters Five Forces Model
[image: Image result for porter five forces model]
 

4. [bookmark: _GoBack]Factors impacting on an organisations business and HR function.

4.1 Globalisation
Globalisation is frequently cited as the most significant factor affecting the deployment of human resources worldwide” (Price, 2007)  With the enhancement of technology it is becoming less of an issue the physical location of the organisation. (ibid) An example of this is the car manufacturing industry such as Ford and Toyota, who manufacture certain components in a number of global locations due to the economic advantages of imported the parts, resulting in factory closures and loss of jobs in the UK. 

Increased technology, better communications and tighter competition leading to cost- cutting has meant organisations have relocated operations abroad with lower cost bases.  Trend to relocate white collar jobs abroad and routine manufacturing work to developing countries due to the low-cost provision. 


4.2 Legislation
Legislation has an impact on all HR activities such as the new General Data Protection Regulation (GDPR) which is set to be introduced in the UK by May 2018.  The legislation will replace the current Data Protection Policy which has been in situ for the past 20 years. GDPR will dictate how long an organisation can keep personnel records and other employee data as well as ensuring external companies are compliant with he new legislation.  It will no longer be a tick box exercise.  Both the processer and controller will have to prove they are being compliant with the new ruling. (CIPD, 2017)  It is the responsibility of the HR professional to ensure that managers are trained on their responsibilities. 

The internal impact the new legislation will have on Wales Air Ambulance (WAA) will be the restriction on sending raffle tickets out to our lottery members.  GDPR  will require a member to opt-in in contrast to the current opt-out tick box on our literature. 

4.3 Employee Relations
An organisations internal policies and procedures have an impact on HR.  Ensuring organisational direction is an important internal business factor.  The leadership style within an organisation should reflect the company’s values, ensuring communication is paramount along with transparency.   HR is an important cog in the wheel by ensuring managers leadership style is in line with the company’s values and policies.  Having a motivated, talented and engaged workforce will produce far better results than an unmotivated workforce (Kokemuller, 2007)  A common practice at WAA is promoting staff from within.   Ensuring an employee’s personnel records, such as absence records, disciplinary’s and appraisals are up to date is an important factor in when recruiting from within. 

4.4 External Competition
“When developing business philosophies and products, it is useful to help your strength in quality production, customer service or operational efficiency to build competitive advantages that benefit your customers” (ibid)

WAA has three emergency helicopters and one Children’s Wales Air Ambulance (CWAA). The CWAA is a specialised arm of the charity as it provides highly advanced neonatal care for babies across Wales.  This air craft is also used to transfer patients (children and adults) to specialist hospitals across the UK.  Warwickshire Air Ambulance are currently promoting their Children’s Air Ambulance as the only one in the UK and are fundraising throughout Wales and indirectly making the people of Wales believe it is WAA.  In order for an organisation to cope with turbulent and complex environment, the charity needs to be ready to change within the environment in which it operates.

5. The key stages in strategy formulation and implementation

According to (Kew & Stredwick, 2010b) a stratergy can be divided into three basic questions: 
· Where do you want to get?
· What actions should we take to get there?
· How can we carry out these actions?
“The essence of a strategy is to build a position so strong that the organisation will achieve its objectives no matter what unforeseeable forces attack it” (ibid)

Henry Mintzberg argues that old style strategic planning concentrated on linearity, analysis, and numbers.  Mintzberg’s Five P’s of Strategy (figure 8) is based on crafting strategy rather than the planning strategy.

[image: Image result for mintzberg five ps for strategy]
Figure 8. Mintzberg’s Five P’s of Strategy.

Strategy is what an organisation does, or plans to do, with its resources in order to achieve and sustain a competitive position in the market that will enable fulfilment of the organisations vision and objectives.

As represented in Figure 9 the entirety of strategic management can be abbreviated as the sequence of activities, what Mitzberg termed as ‘streams of behaviour’ undertaken by an organisation in the following stages:
· Formulating and choosing its business strategy
· Implanting the chosen strategy to achieve its envisaged objectives
· Managing and sustaining the implemented strategy to maintain its competitive advantage in the market. 

[image: https://html2-f.scribdassets.com/7bidmgn9ds31gfpu/images/3-4e32fd08f8.jpg]
Figure 9  Streams of Behaviour - Mitzberg

Strategic Implementation involves resource planning, organisational structure, systems, change management techniques etc” (Kew & Stredwick, 2010)

5.1 Strategic Analysis 
The strategic analysis should consist of an organisations Vision, Mission, Values and Objectives. Johnson et al (2004) sites in (Kew & Stredwick, 2010) that the mission and objectives of an organisation are controlled by four main factors:
· Corporate governance
· Stakeholders
· Business ethics
· Culture

Table 3 describes the Strategic Analysis within Wales Air Ambulance

	Vision - what we aim to provide in the future
	To provide a 24 hour air ambulance operation, and continually strive for an outstanding air ambulance service available to everyone in Wales. 

	Mission – purpose of the charity
	To aid the relief of sickness and injury, and the protection of human life, by the provision of an air ambulance across Wales. 

	Values - 
	Integrity, Valuing People, Innovation and Accountability

	Objectives
	Incorporate the charity’s vision, mission and values. The objectives should be SMART. 



According to (CIPD, 2017) the keys stages for ‘business ethics and the role of hr’ are:
· Doing the right thing
· Ensuring the core values are adhered to within the ethics programme
· HR plays an instrumental role in enabling an ethical culture
· Individuals are better equipped to face ethical dilemmas if organisations support a principles-based approach

HR is accountable to its organisation by providing leadership and upholding ethical standards. “Developing a strong sense of purpose and identification with the HR profession can equip them with the courage to challenge unethical organisational practice” (ibid) 

6 Business Performance
A simply way to measure the performance of an organisation is against the company’s objectives and vision.  It is also important to take into consideration the company’s financial analysis when evaluating the current and future climate. 
HR works alongside the senior managers at WAA to ensure their objectives are continually evolving and continue to be the leading medical and life saving operation in the UK. 
Traditional methods for measuring business performance is based on increased profit, turnover or market share. However, the data used for this method is predominately retrospective. (Rosova & Balog, 2012)  In addition (ibid) states overall performance is reliant on effective management and engaged employees.  “Traditional indicators have also their disadvantages which are given by that they are based on accounting data and especially on earnings.  Inflation, risk, the time value of money and alternative cost are not considered” (Misankova, 2010)  Modern method key factors for influencing business performance include ensuring senior managers communicate effectively to employees and how they feed down information to the workforce. (ibid) Modern methods rely on the notion that the workforce should be treated as humans and not just a cog in the wheel. 
Evaluating business performance and its processes provides evidence not only for comparing results with plans, but also company’s make plans for future periods, which respect current situation and expected changes in the future from these results. 
6.1 Business Planning and Change Management
There are many reasons why change has to happen within a business, new government legislations, changing customer needs, growth and expansion are to name a few.  Managing these changes effectively and efficiently is important.  Involving staff in a decision could have a huge impact on the positive, effectiveness and longevity of the change
The change management approach should be informing and realistic to the organisation and with its readiness for change.  The change should be led by the managers, once they have gained the full understanding of the change it should then be filtered down to the stakeholders.  By this the employees will have faith in the management for the change and the reasoning behind it. (Armstrong, 2012)  Communication is paramount to managing a successful transitional period within an organisation.  This communication could be as simple as an informal chat at lunch time to official meetings, email to formally following procedures.  Employees are more likely to be less scared of change if the process is transparent and communicated openly.
Kurt Lewin’s ‘Three Step Change Process’ (Figure 10) is a tool widely used in business when implementing change.  The model is based on three steps; unfreezing – change – refreezing.  Using the tool can aid employees who may be reluctant to the necessary change (Armstrong, 2012)
Figure 10 Lewin’s ‘Three Step Change Model’
[image: Related image]HR plays an important role when dealing with the ‘Change Process’ by liaising and advising senior managers on topics such as succession planning, organisational change, people planning, culture and environment changes.  

WAA runs an inhouse lottery, which previously employed canvassers to sign up new members.  The canvassers were paid a basic salary plus commission.   Following a review on the business performance of the lottery, it was decided to outsource the canvassing.   The existing employees were offered a position with the new company.  HR was involved in ensuring the TUPE process was adhered to correctly ensuring transparency was paramount throughout the process. 

6.2 HR Analytics
“HR analytics is the use of people-data in analytical processes to solve business problems. HR analytics uses both people-data, collected by HR systems (e.g. payroll, absence management) and business information (e.g. operations performance data). At its core, HR analytics enables HR practitioners and employers to gain insights into their workforce, HR policies and practices, with a focus on the human capital element of the workforce, and can ultimately inform more evidence-based decision making.” (CIPD, 2017)

Rousseau (2006: 2012) sites in (Armstrong, 2012) that an evidence based theory based on 4 core elements should feature in daily decision making.  However, Briner et al (2009: 23) recommends a five step approach(ibid) 
Table 4. 
	Rousseau Four core features
	Briner et al Five step approach

	1. Use of the best-available evidence from peer-reviewed sources.
2. Systematic gathering of organizational facts, indicators and metrics to better act on the evidence.
3. Practitioner judgement assisted by procedures, practices and framework that reduce bias, improve decision and quality.
4. Ethical considerations weighing the short and long-term impacts of decisions on stakeholders and society. 
	1. Practitioners or managers gain understanding of the problem or issue. 
2. Internal evidence is gathered about the issue of problem leading, possibly, to a reformulation of the problem to make it more specific. 
3. External evidence is gathered from published research.
4. The views of stakeholders are obtained.
5. All the sources of information are examined. 



HR metrics are measurement tools which aid in the tracking of HR data, they include:
· Turnover percentages (profit & loss)
· Absence percentages and behaviour
· Recruitment and leavers
· Benchmarking
· Government Statistics

At WAA all staff have annual appraisals where Key Performance Indicators (KPI’s) are set based on their individual role within the charity.  Retail Shop Managers have financial targets to aim towards each week.  The figures are based on factors such as cost of the rent, rates, location of the premises and also the type of goods sold from the store.  Not all WAA are able accommodate furniture in their stores thus decreasing the potential income considerably.  

Absenteeism is monitored by HR at WAA with records kept electronically on the Payroll system.  Each quarter the qualitative is recorded on a spreadsheet and distributed to each department manager.  HR will liaise with the managers to distinguish if there are reoccurring trends. 

At WAA salaries are loosely bench marked against the NHS. The charity is unable to match the remuneration packages offered by the NHS such as holiday entitlement, however it does ensure that it pays staff accordingly, by doing so increases staff retention. 


Conclusion
It is important for all businesses to analyse the environment and assess the potential changes which may occur.  Increased competitive intensity brings with it uncertainty and unpredictability, resulting in organisations being unable to plan ahead long term, keeping this in mind it is more important than ever that HR keep up to date on all aspects within an organisation.  

The HR function needs to clearly understand the business to ensure HR strategy and policies contribute to the overall business strategy and are appropriate for the context.  HR has a role of guardian and how decisions or behaviour can support/undermine the long-term interests of the organisation and build cultures for the long term. 
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