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1. [bookmark: _Toc1246515]Introduction
Over the past two decades the HR function has rapidly evolved, moving from personnel, to human resource management to where we are today, strategic human resource management. There are many driving factors that contributed to this evolution, including the realisation that people themselves are valuable assets to an organisation. In realising this, it was recognised that factors other than money or wages were motivators and could have a bigger impact on productivity. Boxall and Purcell (2008) suggested that a positive psychological contract was key to releasing the discretionary effort from employees that help to drive businesses forward. With advances in technology and globalisation meaning the world is smaller and businesses can trade and communicate with and from anywhere without constraints, the importance of people has meant that HRs role has moved to a more strategic position, and one that is far more business focused.

2. [bookmark: _Toc1246516]An analysis of some of the key forces which shape the HR function
The way in which the HR function is structured has been the source of much debate with some studies claiming that 95% of organisations have seen a transformation in various forms in their HR in the last ten years (Boroughs 2015). The main driver for this change has been the desire for the HR function to become a more strategic contributor (CIPD, 2007), ensuring the organisation achieves its goals by getting the best out of people. The CIPD supports the view that there isn’t a one size fits all and that the HR function should be structured in a way that supports and delivers what the business and its customers want (CIPDa, 2018). This concept is referred to as a best fit approach, which sees the HR function aligning its strategy with that of the overall business to reach the common aims and objectives (vertical integration). In doing so, it must also ensure that internal HR practices all support each other (horizontal alignment), the greater the horizontal and vertical alignment within an organisation, the more effective HR strategy will be. 
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Vertical & Horizontal Alignment Diagram.
An alternative to best fit is the best practice approach which considers that regardless of an organisations approach to delivering HR, to increase the chance of success, there are a number of defining practices that will always need to be applied (Pfeffer, 1994), (Huselid, 1995), (Purcell et al 2003). Kew and Stredwick (2016) identified 10 ‘best practices’ as being linked to high levels of employee commitment/involvement:
· Flexibility/team working
· Employee involvement
· Employee voice
· Performance related reward
· Employee ownership
· Sophisticated selection
· Internal promotion
· Employment security
· Commitment to learning
· Harmonisation of terms and conditions
It is worth noting however that in relation to best practice, alternative studies have identified different factors as well as a varying number. For example, Pfeffer (1994), stated that there were 16. It is clear then that while best practices may be a solid starting point to shaping the HR agenda, HRM becomes most effective when it understands the environment the organisation operates in and must take this into consideration when selecting which practices apply. When used in conjunction with a best fit approach to ensure integration with business strategy, HRM is best positioned to assist in achieving the overall business aims and support business performance.
HR must use their own insights of its organisation to identify risks and opportunities and use this information to influence senior members of the team to implement changes or procedures in response. (CIPD, 2018b). For example, if recruitment is becoming difficult due to a tighter labour market, it might be that HR has to incorporate an attractive benefits package to attract future talent to address the immediate issue, but they may also wish to consider how they could create a talent pipeline for the future, possibly working with colleges or universities to tailor an apprentice programme. 
David Ulrich’s 1997, ‘three-legged stool’ model is often regarded as best practice (Taylor & Woodhams, 2016a) and has been highly influential in how organisations set up their own HR service largely due to his idea that HRM is most effective when divided into distinct areas as seen in figure 2 below. There is much debate as to how this model should be interpreted and put in to practice but it is widely accepted as, HR Business Partners, HR Centres of Expertise and HR Shared Services.
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Figure 2: The three legged stool, CIPDa, 2018.
The business partner leg of the stool is most commonly adopted into a HR framework and requires HR practitioners to concentrate on working closely with line managers and other business leaders in order to achieve the broader organisational goals. In doing so, Reilly et al, note that it enables HR to progress people management issues higher up the business agenda (2007), as well as bringing people management issues to the attention of management that they may not have previously been aware of (CIPD, 2018a). Ulrich, Younger and Brockbank (2008) further this concept saying that in being a strategic business partner, HR can assist line managers in considering the effects changes to policy or strategy may have on the people within the organisation. In doing this, HR can also focus on ethics and accountability and place emphasis on this in implementing policies but also communicating and facilitating and promoting an open culture within the organisation so that individuals feel comfortable in raising concerns around ethical issues. While some concerns may arise from a legal responsibility, health and safety for example, there is also increasing demand from consumers and employees alike for organisations to be seen as ethical in the way in which they operate and that organisations should be responsible for their decisions (Kaptein and Wempe, 2002).
 
3. [bookmark: _Toc1246517]Environmental Scanning

As HR has evolved, so too has the world of business, often described as VUCA, meaning volatile, uncertain, complex and ambiguous (Harvard Business Review, 2014). For HR professionals, this means that it has become increasingly important to be ready to react to change by attempting to ‘identify and foresee changes’ (Kew & Stredwick,2010). It is imperative then to understand the environment in which the HR function operates, and the impact this has on strategy formation. Environment analysis tools are often used as a means to do this and enable professionals to make informed decisions (CIPDc, 2018). One such tool is the PESTLE which is concerned with the elements from the general or external environment which can impact an organisation, specifically:

Political
Economic
Sociological
Technological
Legal
Environmental/ethical

A PESTLE can assist with strategic planning as it allows an organisation to understand and identify external environmental influences upon the organisation and how they may affect the aims and objectives of businesses and so inform decision making.  For example, HR might not wish to recruit for additional admin support if technology is available that could carry out the tasks for them. 
Where a PESTLE does not consider the internal factors that affect an organisation, a SWOT analysis does and can be used to identify, Strengths, Weaknesses, Opportunities and Threats. (CIPDd, 2018) When conducting a SWOT it is necessary to know clearly the organisations objective or goal so that it can be understood which internal and external factors will either aid or hamper the organisation in achieving that aim. A SWOT considers factors that are within the organisations control (internal) and those that are not (external), which in turn identifies areas of improvement/opportunity as well as enabling organisations to assess their performance against its competitors thus enabling them to formulate strategy in order to operate successfully within their market. (Mindtools, 2018) 
In this aspect, a SWOT is much like Porter’s Five Forces analysis which is used to determine the competitiveness of a business environment and therefore determine its attractiveness or profitability, (Mindtools, 2018). Once an organisation understands these forces and the effect on profitability, they can be used to adjust strategy to gain a better competitive advantage.
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Porters Five Forces Analysis, Mindtools, 2018.
Both tools are more effective when carried out by more than one person within the organisation as they can become subjective. By having a number of individuals contribute to the PESTLE and SWOT the tendency for bias can be limited.  It is also suggested the PESTLE and SWOT are most effective when carried out in conjunction with one another and often, information from the PESTLE will inform much of the strengths and weakness in the SWOT.  Both tools are relatively simple to undertake although are at risk of being over simplified and so not capturing all elements. Unlike the PRIMO F analysis, a PESTLE GIVES an understanding of the wider business environment and so encourages strategic thinking (CIPD, 2018c).
In comparison to a PESTLE, a SWOT is often referred to as being ‘backwards rather than forward-looking’ (Kew & Stredwick, 2010). 

4. [bookmark: _Toc1246518]Factors which impact on an organisation’s business and HR function

[bookmark: _Toc1246519]4.1 External Factors
There are a number of factors that impact an organisations business and so affect ‘HR in practical terms.’ (Kew & Stredwick, 2010) Many of these are identified through business environment analysis tools such as PESTLE or SWOT and are either external or internal. External factors that have an impact on organisations and the HR function such as the economy, this can include the labour market. When there is a short supply of labour and so the market is tight, HR would need to focus on recruitment and retention, and concentrate on how they are going to attract potential employees over competitors. Up-skilling of current employees may also become a priority to avoid future skills gaps (Cappelli, 2015). However, if there is a loose market and there is an abundant supply of labour, then HR may not seem so fundamental to the business, however it could be that they need to shift focus to redundancies (CIPD, 2018e). Brexit will no doubt have huge implications for HR practitioners relating to the labour market, one major concern is ‘employers’ ability to access the skills and labour that may be needed from outside the UK in future’ (CIPD, 2018e)
Technological advancements are another external factor that can impact HR and it has been argued that some of the impacts can have both positive and negative connotations for the function (Reilly, 2018). For the HR practitioner, technology can play an important role in moving towards a more strategy driven function as more transactional, manual, administrative work is carried out by AI meaning that HR can concern themselves less with routine tasks and more with ‘performance enhancing activities’ (Kew & Stredwick, 2010). As well as the more basic administration that AI will most likely perform in future, it can also be used to identify trends in data that can highlight areas for concern or improvement which will enable HR to make informed decisions and implement changes. AI can also be used in the recruitment process, in initial tasks such as selection. AI can progress or remove candidates based on set criteria which not only significantly reduces the cost of manually sifting through applications but can be seen to remove bias. This is however contested, as it is argued that a programme is only as reliable as the human who programmed it in the first place and can not only reflect but amplify human bias. For example, a 2015 study by Anupam Datta found that Google’s online advertising programme showed high income/higher lever jobs to men far more frequently that it showed their female counterparts. Datta considers that this could be a result of the algorithm learning who to advertise the roles to by understanding the behaviours of users. That is to say if the posts are seen and clicked on by predominantly male users, the programme will collate that information and target what it considers its audience. Kissinger (2018) also asks the important question regarding an audit trail and how AI reaches its conclusions, why did it eliminate a certain candidate for example. He asks, 
 ‘Will AI be able to explain, in a way that humans can understand, why its actions are optimal?’ 
  
4.2 [bookmark: _Toc1246520]Internal Factors
Internal factors such as the sector the organisation operates in can have an effect on business, for example those within the private sector tend to operate for profit and factors such as the organisations financial health will have a direct impact on the way in which HR practices. For example if the business is performing well and profits are high, recruitment or learning and development may take precedence to ensure the company continues to grow and expand, however if the business is failing to meet financial targets or downsizing, then HR could potentially have to manage redundancies or wage cuts. In contrast, the public sector; local and regional government or councils, publicly owned corporations (BBC, Royal Mail) are largely funded by taxpayer (Taylor and Woodhams, 2016b), HR may have to find alternative solutions to redundancies as Bach (2010) points out, they are subject to a degree of public accountability. The public sector is increasingly being run like commercial businesses with targets and having to compete in internal and external markets on a tight budget. In this instance, Mark Turner says, public sector HR will have to be able to deliver, ‘transformational change with a commercial leaning to it,” (Roper, 2015). Another variant of HRM in the public sector is the way in which pay is determined, often national pay scales are still observed, meaning a persons’ wage is based on their grade rather than individual performance. This differs in the private sector where there is often far more informality (Edwards & Ram, 2010) which allows pay to become personalised based on performance and parameters stipulated by management. 


5. [bookmark: _Toc1246521]Strategy Formation and the role of HR
Tyson (1995) identifies HR strategy as, ‘a set of ideas, policies and practices which management adopt in order to achieve a people management objective.’ There are a number of approaches to strategy formation including, rational/classical, where the formation of strategy is undertaken by senior managers who continuously analyse the external and internal environment using scanning tools such as SWOT and use this information to form business objectives and aims. The next step is then to gather resources such as materials, people or technology that are necessary to make these aims and objectives a reality. Key to this model is that organisations consider multiple alternative strategic directions, assess them all and then make a decision (Taylor & Woodhams, 2016b). Emergent strategies are based on the notion that as strategy can be influenced by external factors as time passes which in turn influence its direction as it responds to the reality of its environment (Quinn, 1980). Finally, the symbolic approach which in contrast to the other approaches, suggests that strategy is formulated as a response to factors that have worked well within an organisation after it has attempted numerous different things. Taylor and Woodhams (2016b) state that, according to this approach, strategy is merely a symbolic action designed to give an organisation credibility. Henry Mintzberg is a key influential thinker in this area and as such, formulated a contingency model that defines when each of the approaches to strategy formation above are appropriate and that given the increasingly VUCA environment that organisations operate in, the approach that best suits may very over time. 
Higgins and Vincze, 1993 five stage model of strategic management for determining objectives and formulating strategy proposed the following key steps in formulating strategy:
· Formulation of vision statement, mission statement and goals
HR can assist in assessing the feasibility of the above by gathering and providing data on subjects such as the labour market or organisational insights.
· Determination of strategic objectives
HR can use environmental scanning tools to identify potential obstacles or risks and can provide information on the current capability of the workforce. 
· Formulation of strategies
HR can help with the formulation of strategy and ensure that it is both ethical and legally compliant.
· Implementation of strategies
HR would be able to assist by communicating the strategy to employees and ensuring they are on board by involving them in the implementation stage. They would also be able to develop policies to help implement the new strategy.
· Evaluation and control of strategies
Use HR metrics to assist with evaluation and control, if a retention strategy has been put in place, HR could use internal data such as turnover to identify if the strategy has been successful, i.e. has turnover reduced.  
6. [bookmark: _Toc1246522]How Business Performance Can Be Evaluated. 
In becoming a more strategic contributor and demonstrating how HR can add value to an organisation, it is important that the function can evaluate its performance. There are a number of methods to do this, including using tools such as Key Performance Indicators (KPIs). KPIs are key objectives which often have a target against each activity that HR can then assess itself against and are often things such as financial results or productivity levels (Taylor & Woodhams, 2016b). KPIs must be SMART, for example a business wants to increase its market share to 25% by the end of the first quarter. Another way in which to evaluate the HR function would be to use HR metrics, which refer to internal elements such as absence figures, number of job applications etc. these are a useful tool to benchmark, either internally against past performance or across departments, or externally to compare against competitors. The balanced scorecard is a strategic planning and management system that organisations use to align day to day tasks with the organisations strategy and objectives whilst measuring the progress towards these targets (Balanced scorecard.org) and communicate what the organisation is trying to accomplish.  It measures four perspectives – financial, internal business processes, customer, learning and growth, (Taylor & Woodhams, 2016a). 
[image: Image result for balanced scorecard]
Figure 4.1 Balance Scorecard

Many of the more traditional methods of measuring HRs contribution which come with HR metrics, staff costs, absence, time keeping etc. are more quantitative and therefore may not give a true reflection of HRs value over a longer period of time. In light of this, modern ways of evaluating the function have evolved and include more qualitative methods such as stakeholder analysis. That is to say, is HR meeting the needs of its customers? It must consider all parties that HR service and their individual requirements. Having a thorough understanding of how the organisation works and what aspects are important when considering the future from a commercial perspective (Taylor & Woodhams, 2016a). By using these evaluation tools and techniques, HR can become insightful and assist the organisation by providing data and information that can influence the direction of strategy and aims as well as helping to formulate solutions to any potential future problems that may be identified such as skills shortages. HR can also aid with planning and decision making and development of policies, for example, HR metrics such as turnover data and exit interviews can be analysed to develop a retention strategy. By identifying issues or strong areas to build on, HR can not only measure their value but demonstrate that to other key stakeholders within an organisation. 
Of course, once HR has evaluated its own and the business performance, it may need to implement changes. Research by the CIPD suggests that organisations experience major changes every three years whilst smaller changes happen continuously (CIPDf, 2018). HR play a vital role in change management to increase the chance of successful implementation of initiatives and can do so in the following ways:

	What
	Creating a Change Ready Culture
	Communication
	Publicising success

	How
	By thoroughly planning for change, involving people in the planning stages and clearly communicate the benefits and purposes for the proposed changes.
	Minimise confusion or incorrect information by having open, two way channels of communication in varied forms, managers to employees, one to one discussions and even team meetings. 
Listen to concerns and reassure and inform individuals. 

	After change has been implements, communicate the success but also of the individual, highlight employees who have adopted the new changes and helped to assist its success or benefitted from the change. This will support the change ready culture and help employees to see change as a positive. 

	
	HR personnel must act as a change agent, readying others within their organisation.
	Monitor the effectiveness of the communication, staff surveys, workshops etc.
	




7. [bookmark: _Toc1246523]How sources of business and contextual data can be assessed and utilised for planning purposes. 

There are a numerous types of data that can be used for business and strategy planning including, HR metrics, as mentioned previously these can include information on absence, turnover and retention figures. Turnover figures can be used if turnover is relatively high, or is specific to a single department, HR could implement exit interviews to help identify any issues and help to inform and develop a retention strategy.  While HR metrics focus more on the internal factors of an organisation, HR could also use external industry information that they can use to benchmark their own practices. Competitive information can give insight into what HR may need to implement in terms of attracting potential employees, for example, if HR were to look at what their competitor’s salary figures were, it could help to understand if they need to increase their own offering. It could be that in benchmarking in this way, we see that our salary offers are on a par with competitors so it could be that other factors for attractiveness to employees need to be looked at such as flexible working etc. 
Government information is also a crucial source of data that can be used for planning purposes, the office of national statistics can often help organisations to identify trends that can inform plans. The 2018 Overview of the UK Population from the ONS considered the ageing workforce and projects that by 2041 the UKs 65+ age group would make up approximately 26.5% of the UK population (Office of National Statistics, 2018). This presents a first for organisations as there will be a 5 generational workforce, which comes with its challenges and opportunities alike (Knight, 2014). Businesses will have to understand how best to manage this multi-generational workplace and as Peter Cappelli notes, while there are many benefits to employing older workers by transferring knowledge, company values and are great mentors, (Cappelli & Novelli, 2010). There are also challenges such as tensions that may arise from someone older having to report to or be managed by someone much younger than them, Cappelli suggests that these tensions should not be ignored, and instead identifies opportunities to work around them by giving managers the tools to motivate members of the team who are both older and younger than they are. By understanding that our organisations will soon be managing a 5 generation workforce in the not too distant future, HR can plan how they can attract the older, more experienced generation, perhaps with benefits packages tailored specifically towards pensions or flexible working. 
Other research can also help to identify trends that may affect the HR strategy and assist with planning, such as reports, including the Deloitte report on Global Human Capital Trends. The 2018 report ‘charts the rise of the social enterprise’ (Deloitte, 2018), which considers that organisations need to consider much more than just their financial performance and quality of the product to be successful. It suggests that to be sustainable and successful, organisations need to place a focus on how they are seen in the wider environment and must engage staff and consumers as well as supporting the community they operate in. this is increasingly important for attracting and retaining employees but also customers as we see the rise of the ethical consumerism with people choosing businesses they perceive to treat staff well but also consider the impact they have on the environment. Sources such as the Deloitte reports are key for HR to plan their future strategies, not only identifying trends but noting what it is organisations should do to address them and moreover benefit from.

8. [bookmark: _Toc1246524]Conclusion
As can be evidenced from all of the above, it is clear that HR is moving forward and evolving in the modern world of business. It has to become a key, strategic player and focus on effectiveness and getting the best out of its people. (CIPD, 2015)
It must be able to evidence how it is adding value to an organisation and must do so by bringing in ‘specialist skills’, (Bersin, 2015). HR should be able to drive and deliver organisation goals by closely aligning itself with the business strategy and structure to become most effective and efficient. (Sparrow, 2015).
Perhaps most critically, as the CIPD, ‘Next Generation’ research shows, the focus must now be to develop a deeper understanding of the business and the environment that the HR function operate within and the HR professionals need to become, Business, Context and Organisation savvy. (CIPD, 2011)
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