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Business issues & the context of HR

Introduction
This paper looks at how the role Human Resources has evolved in the contemporary business world. It looks at the forces that shape the agenda of HR, comparing different tools used in analysing the business environment. Using these tools, internal and external factors that have an impact on an organisation’s business will be assessed. It also gives examples of some of the strategies used by HR to improve performance. 
2.1
HR policies can help organisations to develop fair and consistent approaches, they can also help against legal claims. However, the role of HR is evolving, and the work of the HR team is becoming increasingly strategic (CIPD, 2016). 
During the industrial revolution in the late nineteenth and early twentieth centuries a dedicated team was employed to look after the wages and welfare of workers, this is when personnel management was born. It was then towards the end of the twentieth century where non-monetary factors had a greater influence on workers motivation and productivity than wages (Wilkinson & Taylor, 2016). According to Wilkinson & Taylor, (2016) Personnel management became more of an administrative role and main concerns because recruitment and development and became known as Human Resource management as people were a useful resource rather than a cog in a machine. The HR role then further evolved to become Strategic Human Resource Management when the growth of technology and knowledge-based industries continued to rise. SHRM became responsible for shaping organisational strategies. CIPD, (2017) decribe the role of SHRM as “an approach to managing human resources that support long-term business goals and outcomes with a strategic framework”. 
Table 1-list of activities of the SHRM department (Wilkinson & Taylor, 2016).
	Activities of the SHRM department 

	Linking HR practices to organisational strategy

	fostering a healthy psychological contract in a context of short-term employment rather than job security

	linking of compensation to contribution

	training and development 

	knowledge management and talent development planning 

	employ engagement 

	motivation 

	performance reviews/ appraisals 

	diversity in the work place



The role of HR depends on the size of the organisation. Ward & Rhodes, (2014) divides the organisation sizes into four sections.
· Micro (0-9 employees)
· Small (10-49 employees)
· Medium (50-249 employees)
· Large (250+ employees)
In smaller companies there may only be one individual working as a sole practitioner (Wilkinson & Taylor, 2016). HR policy is often added onto the existing duties (CIPD, 2016) who works closely along slide operational management to manage the people’s agenda (Wilkinson & Taylor, 2016). 
While HR practices are similar across all types of organisations it is important to realise there might be significate differences depending on the sector the company is apart of. Almost all organisations belong to one of the three major economic sectors: the private sector, the public sector and the third sector (voluntary) (Taylor & Woodhams, 2016). 
The private sector is an organisation owned by private individuals or families or by many shareholders. Most private organisations are commercial in nature and work towards making a profit. If it wishes, a private company can apply to be listed on the stock exchange, it then becomes a publicly limited company (PLC). According to Taylor & Woodhams, (2016) PLCs employ teams of HR specialist to carry out their people management work. The HR role has become increasingly strategic focusing on more long-term decision-making to achieve key business objectives. Smaller private companies employ a much smaller HR team usually consisting on a one or two HR specialists to carry out basic HR task such as recruitment, payroll and training. 
The public sector is a non-profit organisation that is largely funded by the taxpayer. It is usually organisations that exit to provide services for the public. Public organisation sectors tend to have large HR functions which carry considerable managerial clout. HR director are used to influence members of most senior executive boards, enabling them to insist good HR practice is followed. In the recent years moves have been made to make HR more business-focused and become more strategic in their activities. Examples of major types of public sector organisation are:
· Central government departments
· Local and regional government organisations
· Public service providers
· QUANGOs (quasi-autonomous non-governmental organisations) 
· Publicly owned corporations
(Taylor & Woodhams, 2016).
The third sector comprises of organisations that do not fit into either the public sector or the private sector. These organisations can be either:
· Co-operatives
· Charities
· Campaigning organisations or pressure groups
· Controlled by boards of trustees and are subject to the law of trust
· Charted bodies – universities and professional bodies 
Within the third sector HR varies. In some organisations HR can operate very much like it does in a large PLC or public sector. Charities and smaller campaigning organisations often have problems with resources. Here HR tends to have a minor role and carries out what are essential basic administration activities. Therefore, HR practices lack sophistication and there is little opportunity for HR managers to add significant strategic value (Taylor & Woodhams, 2016). 


Models of the HR function
One model that supports the HR function is the Ulrich model (1998). A generation of HR professional used the Ulrich model as the basis for transforming the HR functions. David Ulrich proposed a new model for HR which is known as the three-legged stool. The three-legged model is based on three different types of HR professionals in an organisation. 
· HR business partners – Senior HR professionals working closely with business leaders influencing and steering strategy and implementing strategies.
· HR Specialists – developing and delivering innovative HR solutions e.g., rewards and engagement.
· Shared service centre – a large unit who handles the transactional services across the business (Wilkinson & Taylor, 2016).
This model was based on the five (initially four) roles that HR professional plays – employee advocate, functional expert, human capital developer, strategic partner and HR leader.
The Harvard Model
The Harvard map was devised by Beer et al (1994) shown in figure? promoting a ‘soft’ version of HRM. This is a strategy model used as a framework through which organisation can link their strategic goals with the people they employed. The strategic model starts with analysing stakeholders interest in the business and the business situational factors. These two factors then shape the HRM policy choices which then shape the HR outcomes and long-term consequences. 
Image 1: the Harvard Model (Boselie, 2015)
[image: ]
The Harvard model provides a map of the elements of HR policy choices and HR outcomes for improving employee commitment within an organisation. Within the model, business strategy is developed in relation to employ needs, with long-term consequences of HRM (Wilkinson & Taylor, 2016).
HR Strategies
Armstrong, (2016) defines SHRM as an approach to managing people within an organisation that deals with how the organisations goals will be achieved by means of HR strategies, policies and practices. Farnham, (2015 C) tells us in the early development of HR strategy from the industrial revolution onwards, managing HR was the most costly activity of the company. The concept of the ‘best practice’ approach is that there is a set of best HRM practices that are universal and are best in any situation and using this approach improve an organisations performance. However, this has be criticised because it doesn’t not consider of the local context. The ‘best fit’ approach is accepted as being more important that the best practice approach. The concept of the ‘best fit’ approach is that it HR strategies should work with the context and circumstances of the organisation (Armstrong, 2016).
Business ethics and accountability
It is vital the HR function takes an ethical approach in all its action and is a core element of the required standards of an HR professional (Wilkinson & Taylor, 2016).  CIPD, (2017) says that “HR play a central role in supporting a workplace culture where motivation for ‘doing the right thing’ is because it’s the right thing to do.”  There is also a clear business case for ethical HR management, covering several areas:
· Ethical behaviour- essential in the development and maintenance of positive relationship with the workforce.
· Ethical standards – a key determinant of the employer brand and reputation.
· Role-modelling – behaviour must be demonstrated by everyone.
2.2
PESTLE
It is important for organisations to reflect on the performance of the company, and to think about the strengths and weaknesses they may have. Organisations take time to evaluate any external factors effecting the organisation to minimise the threats and maximise any opportunity. HR specialists use the PESTLE, SWOT and Porters 5 forces tools to understand any internal or external factors that are changing and will affect the company. 
PESTLE is a popular tool as it underlines the importance of considering the impact of external forces and ensures organisations are ready for change (CIPD, 2017). The PESTLE analysis is also used as a tool by companies to track the market to validate their plan to launch new products or services (PESTLE analysis, 2018). PESTLE is an acronym for political, economic, sociological, technological, legal and environmental. The image below demonstrates different external factors that can influence the company.
[image: ]Image 2: Image showing the external factors the PESTLE is used to analyse (Business document UK, 2016)







By analysing the factors above HR and senior management can assess any risk specific to their organisation, and use that knowledge to help make decisions for the company (CIPD, 2017). STEEPLE is another acronym used for PESTLE, the extra E stand for Ethical. When conducting a PESTLE analysis, it is important to plan the process involved. CIPD, (2017) show the steps for the PESTLE analysis as;
· Identify the scope of research.
· Decide who will be collecting information and how.
· Identify appropriate sources of information.
· Gather the information.
· Analyse the data collected.
· Identify the risks from the findings.
· Identify the business options to address the issues.
· Discuss the findings with the stakeholders.
· Decide what actions need to be taken, monitor on an ongoing basis.
For PESTLE to be affective it needs to be undertaken on a regular basis to spot trends providing competitive advantage (CIPD, 2017). 
SWOT
Another popular tool to use is the SWOT analysis. The SWOT analysis focus on strategy-related strengths, weaknesses, opportunities and threats of a company or a project (Farnham, 2015 A). It was credited by Albert Humphrey who led the research project in Stanford University in the 1960’s and then 1970’s (CIPD, 2015). Like the PESTLE, the SWOT analysis identifies any external factors but unlike the PESTLE, it also identifies the internal factors that may be supportive or unfavourable to the company or project. The Image below shows what SWOT stand for and what parts are used to identify the external or internal factors. 
[image: ]Image 3: demonstrating the SWOT analysis strategy (Berry, 2018).




Conducting a SWOT analysis can be very straight forward, and can be used for things such as brainstorming meetings, problem solving, strategic planning (with PESTLE and PRIMO-F) and competitor evaluation (with Porter’s Five Forces).
CIPD, 2015 writes that PRIMO-F is used as a framework for SWOT to add clarity to the external factors by finding the strengths and weaknesses of the internal environment. PRIMO-F stand for people, resources, innovation, marketing, operations and finance.
· People- What they do, and do they have the skills the organisation needs?
· Resources- Does the organisation have the right resources?
· Innovation- are new ideas important to all parts of the organisation?
· Marketing- do people know what the organisation is?
· Operations- how is it all managed?
· Finance- What are the prices, costs and investments?
Porter’s Five Forces
Porters Five forces are a tool used to discover who has the most power in each situation (Mind Tools, 2017). Same as the PESTLE analysis and SWOT analysis the Porters Five Forces looks at the external factors. This tool suggests that there are Five forces that determine competitive power in a business situation and any of these five forces can work in your favour or can work against you. The forces are supplier power, buyer power, competitive rivalry, threat of substitution and threat of new entry. Using the five forces a company will look at the number of strengths of your competitors and how many there are and how their products compare to yours. It also looks at the power of the suppliers and how easy it is for the supplier to increase prices. Using this tool, the company will learn the likelihood of customers finding a different service at a cheaper rate and drive the prices down. According to Mind Tools, (2017)these five forces are the key sources to competitive pressure within an industry.
[image: ]

Image 4: Porter’s Five Forces Map- (Mind Tools, 2017)









All these tools are important to businesses, so they can understand the goals of the company and where to head in the future. However, using these tools do have their disadvantages as well as its advantages. Both the PESTLE and SWOT analysis enables an organisation to anticipate future business threat and take action to avoid their impact, where as Porter’s Five Forces suggest where the challenges and threats are most likely to occur, but cannot provide meaningful information on how to take preventive actions (Mind Tools, 2017). The PESTLE is a simple framework as well as the SWOT analysis is a four-box framework which makes them both easy to use. However, some users can oversimplify the amount of data used (CIPD, 2017), (CIPD, 2015). All three tools need to be conducted on a regular or ongoing basis for them to be valid. The rate of change makes it difficult to keep up with competitors if they are not conducted regular.
1.1
The role of HR changes from sector to sector, but it is also necessary to change in response to major development in the external environment (Taylor & Woodhams, 2016). External factors that can have an impact on an organisations business and its HR function are:
· Political – government involvement in labour markets, implications of Brexit 
· Economic – globalisation, demand for skilled workers free movement of labour
· Socio-cultural – aging population, growing population
· Technological – internet, email, social media
· Legal – UK law, EU law
· Environmental – sustainability, acting ethically. 
Globalisation is one of the biggest factors affecting business and the HR function.  BBC Bitesize, (2018) defines globalisation as “the process by which the world is becoming increasingly interconnected because of massively increased trade and cultural exchange.” Globalisation has been taking place for hundreds of years and we have seen a steady growth in which the extent to which goods and services are traded internationally (Taylor & Woodhams, 2016). Globalisation has a deep impact on the way companies manage their employee. Globalisation has resulted in:
· Increased international trade
· Companies operating in more than one country
· Greater dependence on the global economy
· Freer movement of goods
· Recognition of companies such as McDonalds and Starbucks
(BBC Bitesize, 2018)
With the steady rise of globalisation, companies are now interacting with customers and stakeholders from diverse cultures, languages and social backgrounds. Human resource seeks to employ people from equally diverse backgrounds and having a team of diverse people contributes to the range of ideas and influences within the organisation (Bradley, 2017). 
Technology is an external factor that effects the role of HR and organisations. It is a major cause of increased globalisation and a driver of increased competitive intensity of its own right (Taylor & Woodhams, 2016).  Technology is improving at a rapid pace, organisations being obliged to stay ahead of the technology game just to survive. Taylor & Woodhams, (2016) states that organisations that fail to adopt new technologies find their costs bases are too high to allow them to compete effictively. This is when HR look at tools to use such as PESTLE to analyse external factors to keep competivitive advantage. 
There are also internal factors that affect the business and the role of HR such as finantial health and resources. HR need to analyse the condition of the organisation to ensure that the correct resources are being used efficantly having the lowest effect on the organisations finacial health. 




2.3,2.4
Strategy formation and implementation 
Formal strategies contain three main elements which are: most important goals to be achieved, policy guidelines for action, and programmes to accomplish defined goals. Taylor & Woodhams, (2016) mentions there are three approaches to formulations a business strategy:
· Rational/classical – using the SWOT analysis, senior management analyse internal and external environment to formulate goals and objectives
· Emergent/logical incrementalism – strategy can be influenced by external factors as time goes on which influence direction
· Symbolic/radical – Try things first before formulating a strategy.
When formulating a strategy of HR there are considerations that affect how it takes place, which are the limits of an entirely rationalistic approach, the existence of strategic options and choices and the rhetoric/reality gap.
The formulation of HR strategy involves the following steps:
· Scan internal and external environment and analyse the implications
· Analyse the effectiveness of existing HR strategies and the implications
· Conduct a diagnostic review on the outcomes
· Consider how the ‘best fit’ approach can be achieved
· Consider how bundling can be achieved
· Set out the HR strategy
(Armstrong, 2016)
Contingency thinking and contingency models have been used for many years by managers in order to help them align HR strategies with business strategies. These are best understood by looking at examples such as Michael Porter’s (1985) highly influential model. Taylor & Woodhams, (2016) tell us Porter identified three core alternative strategies that firms follow: 
· Cost leadership
· Differentiation
· Focus
Another approach to formulating of HR strategy takes a different approach. Theories developed from ‘the resource based view’ of the firm describe it as inside-out thinking rather than the outside-in. This approach looks at the strengths from the inside (brands and physical resources). Having established what these are, resource-based thinking are ways that are found of protecting, enhancing and reinforcing the as to build towards sustained competitive advantage over time (Taylor & Woodhams, 2016). HR needs to understand what resources are rare, and most valuable and use a resource-based HR strategy to protect and enhance those key strengths.
Alexander (1985) identifies five main features of successful strategy implementation:
· Communication
· Starting with a good idea
· Gaining employee commitment and involvement 
· Providing sufficient resources
· Developing an implementation plan

3.1
It is important to evaluate a business performance to keep your organisation at a competitive advantage. Managing performance, profitability and efficiency are critically related to relevant HR practices in organisations at different stages of the business cycle, for example if the organisation is in decline, redundancies may take place with fewer promotions and work intensification for the people who are left. However, if the organisation is improving, profits can be shared in form of higher pay or improved benefits and more promotional opportunities. There are three main processes for business performance – planning, improving and reviewing. 
Key performance indicators (KPI) is a measurable value that demonstrates how effectively a company is achieving key business objectives (Anon, 2017). To develop a strategy for formulation KPIs, your team should understand what the organisational objectives are. KPIs need to be monitored frequently and acted on by the CEO and senior management team. 
Kaplan & Norton, (2007) define the balanced scorecard a strategic performance management tool that allows companies to track financial results while monitoring progress within a company. balanced score card is a useful tool because it analyses four perspectives: financial, internal business, learning and growth and customer. For each perspective you need to list both goals and metrics (Kaplan & Norton, 2007). 
[bookmark: _GoBack]Image 5: image of a balanced scorecard strategy- (Anon, 2012)
[image: ]
Many balanced scorecards have failed to deliver, Parmenter, (2010) believes this is due largely to implementation rather than the model. 
Change management 
Organisations continue to adapt and change all the time. HR has a vital role to play in change management. If change management wants to be affective then they must concern themselves with the uncontrollable (people) as well as the controllable (business processes). HR also has responsibility to ensure issues like organisation (re)design, due process, employee voice and clear communications are effectively addressed (CIPD, 2017). 
Kurt Lewin developed a change model involving three steps: unfreezing, changing and refreezing. The model represents a simple process of change.
· Unfreezing – good communication needed at this stage to create awareness as there might be some resistance to change
· Changing – Transitioning or moving, implementing change. The hardest step to overcome. The more prepared people are the easier the transaction.
· Refreezing – reinforcing stage. Important to ensure people do not revert to their old ways of thinking
(study.com, 2018)
3.2
workforce planning is an important role within HR and it gives HR the opportunity to raise the bar. Workforce planning is a process to ensure the right number of employees with the correct skills are in the right place at the right time to maximise the organisations productivity. Workforce planning includes succession planning, flexible working, skills audit gap analysis and many more. Workforce planning is about generating information to analyse future demand for people and skills and creating a plan for future strategies (CIPD, 2016). 
HR continuously collect data to improve productivity and keep themselves at a competitive advantage. HR metrics statistics can help you learn and improve things such as productivity and gather such data as absence figures. These figures are useful when benchmarking internally, this is when an organisation can look at previous year and see where they have improved or when they could improve. 
External Benchmarking is when an organisation compares its process and performance metrics to industry best practices from other companies. Benchmarking is generally used to evaluate how effective their processes, with the aim of increasing productivity or employee performance. 
Performance benchmarking – this involves comparing performance levels of organisations for a specific process. This information can be used to improve process or set up targets.
Best practice benchmarking – this is where organisations search for and study other organisations that are high performers 
(Anon, 2015).
CIPD, (2017) tells us the importance of HR analytics. HR analytics is the use of people-data to solve business problems. HR analytics uses both people-data, collected by HR systems (e.gpayroll, absence management) and business information (e.g operations performance data). It is important because HR teams can evaluate and improve people and business performance. HR data is information about any aspect of employees or the HR management system.
Taylor & Woodhams, (2016) states “Quantitative data usually contains numbers and can be analysed through statistical analysis software”. Quantitative can be data such as a list of salaries paid to employees by the company. Quantitative data can be collected through surveys, observations and secondary data. Quantitative Data that can be collected to use for future business planning are staff costs, turn over, accidents and reduction in errors. All this information can be used analyse any areas on the organisation that can be improved. 
Qualitative is based around words and meanings unlike quantitative data which evolves around numbers. Qualitative data can be generated through interviews, focus groups, observations and secondary data. Using both qualitative and quantitative data is very important for HR and business planning.  Qualitative data can be collected from employee satisfaction surveys, feedback from current employees, induction evaluation (Taylor & Woodhams, 2016). This data can be very useful to improve processes such as inductions. 
Other data that can be useful to an organisation for planning purposes such as government data. Government websites can offer statistical data which can be used by organisations for planning purposes.
Conclusion 
This report has considered the key forces that shape the agenda of HR it has also looked at the models of HR. A comparison of different tools for analysing the business environment has taught us that there is a simple way of organisations to analyse external and internal factors that affect the business. It summarises the key stages of formulation and implementation of Hr strategies. It shows how important change management is to a company and how important the role of HR is to help the change process, while using all different types of data to help an organisation planning purposes.  
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