Understanding the Business Context of HR

Qualification: CIPD Diploma in Applied Human Resources

Module Name: Understanding the Business Context of HR

Activity 1

Word Count: 2329

Student Name: Darren Bonnell
Student Number: 1810223
CIPD Membership Number: 53274287



By signing below, I confirm that the work/evidence presented is my own, unaided work. I understand the regulations pertaining to candidate malpractice and the action that may be taken as a result.

Signed: Darren Bonnell	
Date: 09/08/2019


Introduction
This report will look at the role HR plays in the various types of organisations it supports. It will identify how businesses from different sectors have different set objectives, and how as a result of these goals HR are able to help develop and implement strategies. The importance of this is identified by Sharp (2018) who states that the process of using organisational design is a huge factor in a company being successful. She goes on to say that how HR are able to support and advise on the process is a key factor in being an effective business partner.
1. Compare two different types of organisation and their operational/business purpose.

As stated by Taylor & Wilkinson (2016) depending on what sector a company is in will have a significant impact on the business objectives set. This will in turn have an impact on the role HR plays within the organisation. Two different types of business are Carmarthenshire County Council and Owens Logistics Plc (see table below). 

	
	Organisation

	
	Carmarthenshire County Council
	Owens Logistics 

	Objectives
	As a local authority Carmarthenshire County Council provides different services to the local community. These include areas such as social care, education, refuse, leisure, transport etc. The main objective is to deliver a good service to the public by ensuring it works in a productive way by staying within the budget given by the government.
	Owens Logistics is a privately owned business which provides logistics services across the UK and Europe. The main objective is to make as much profit as possible while keeping the customers satisfied. 

	Sector
	Public
	Private

	Organisational Size
	Over 9000 employees
	Over 900 employees

	Organisational Structure
	Chief Executive
Assistant Chief Executives &
Directors in charge of different departments (Chief Executives, Communities, Education & Children, Environment, Corporate Services, Regeneration & Policy)
Several Heads of Service per department. 
	1 Managing Director
4 Directors
Senior Managers in charge of various departments including IT, Warehouse etc


	HR Structure
	People Services Manager
2 Senior Business Partners
2 Lead Business Partners (HR)
2 Senior HR Advisors
7 HR Advisors
1 Assistant HR Advisor
2 People Services Assistants
Large HR Support Staff dealing with recruitment/payroll
	HR Manager
HR Generalist
Small support staff dealing with admin/payroll



2. Assess how business type and purpose affects the HR function.

By having different objectives as well as being in a different sector and having a significant difference in size there will be a variation in the role HR plays within Carmarthenshire County Council to Owens Logistics. This is evident in an article by Faragher (2014) when she states, “it’s apparent that the way HR teams are organised and their roles are focused differs between private- and public-sector employers.” As Carmarthenshire County Council is a publically funded organisation it is faced with a high level of scrutiny by the public in the way it works. It also has a high level of involvement from the trade unions meaning that HR will need to ensure that policies are developed and followed correctly. This point is evidenced by Hayes (2016) who states that it is vital that staff within HR have the required skills to ensure they are able to effectively deal with the various stakeholders such as the public, unions and the staff themselves. This is because they have a high level of responsibility by being funded by the public.  In contrast Owen Logistics within the private sector would not have a large amount of policies and procedures to follow or have to work closely with trade unions when implementing something new. The main purpose of this company would be to keep their customers happy by ensuring they provide a good service which keeps their business and ensure profits are maximised. The main role of the HR function would therefore be ensuring that staff are fulfilling their roles to the required standard. They would do this by recruiting wisely and then giving the required training to staff to complete the job. If they do not work to the required standard HR would then put in place practices to either develop the staff or dismiss them. Although both companies would have to abide by employment law and could not dismiss an employee without good reason it would be easier for a private company to let a staff member go than in Carmarthenshire County Council which has a rigid long winded process of terminating an employee.    Another way in which Carmarthenshire County Council and Owen Logistics HR function differ would be in implementing different pay and reward systems. HR within Carmarthenshire County Council would put in place a pay structure which would be agreed on a national level and involve engagement with trade unions. Staff are then paid a set grade which will be evaluated by job evaluation specialists within the HR function. There wouldn’t be any extra pay based on performance. In contrast Owens Logistics can pay an employee whatever wage they choose providing that it meets the national minimum wage. They can also reward staff with a bonus for high performance and meeting set targets.    

3. Explain how different organisational structures and management roles can impact on the HR function.

How an organisation is set up will have an impact on how HR fulfil their role. Depending on the service provided and the size of an organisation will therefore affect how HR contribute to meeting business objectives. This is evident in an article by Mind Tools (2018) who quote theorist Henry Mintzberg in saying, “an organization's structure emerges from the interplay of the organization's strategy, the environmental forces it experiences, and the organizational structure itself.” As Carmarthenshire County Council has a large workforce which provides many different services it means that it will have a very hierarchal structure broke down into different departments and would be run in a bureaucratic way. The role of the line managers would be governed very much by policy with little room to implement individual ideas. Kew & Stredwick (2016) state that this would mean the structure would be very tall with many different levels with instructions coming from the top down. Employees would be employed in specialised roles for different objectives set out by the chief executive and her management team. This process would be very rigid and not allow much movement between departments. Promotion would therefore usually mean climbing the ladder within the current structure and normally be as a result of time spent in a certain role. As a result of this HR would need to be up to date with the various regulations required to take on the different roles in order to be able to fully support the different departments. For example, as Carmarthenshire County Council provides social care services for the area it would need to employ social workers. HR would then need to ensure that these employees have the required checks in the form of a satisfactory DBS as well as having the required qualifications and membership with the Care Council for Wales before they are able to do the job. In contrast Owens Logistics would have more of a flat structure with senior managers heading various divisions reporting to the board of directors. Although there would be specialist areas such as IT the main workforce would be delivering the service of ensuring that products were distributed as contracted by the customers. The culture of the organisations would also be very different. Farnham (2015) quotes Schein (1980) as defining culture as, “the pattern of basic assumptions that a given group has invented, discovered or developed.” (Farnham 2015, pp41). As Carmarthenshire County Council is such a large organisation with so many different sections providing different services the culture varies between each area. In contrast Owens Logistics would have the same message and goal in each team which would be to implement the objectives set. In both cases HR would be responsible for ensuring that there is a positive culture with everyone pulling in the right direction. However, by being such a big organisation Carmarthenshire County Council very much work in silos with staff only knowing their role and not having much interaction with employees from different departments. In many cases in the lower ranks staff wouldn’t even know who the chief executive is. In contrast all staff in Owens Logistics would know who the owner is, and would more often than not have had some interaction with him.      

4. Explain the role of the HR function in formulating organisational strategy.

As stated by Marchington et al (2016) there has been a major shift in the role that HR plays over the years. The days of simply being used in an administrative way have gone and now HR work closely with the decision makers to have an input in developing a vison for the company. This is done by HR becoming a strategic business partner and having a say when looking at developing strategy. O’Halloran (2018) states that business partnering was devolved in the 1990’s by David Ulrich. He states that, “HR business partners work closely with business leaders and management teams to help build organisational and people capabilities.” Put simply this is a process of members of the HR team working closely with the senior management team to establish the objectives of the company and having an input in ways in which they can meet their goals. Ulrich (2019) gives details of how HR has developed over years to the business partner it is now. He states that HR professionals are ‘thought leaders’ who have a massive impact in working closely with management in order to develop ways to meet objectives. He states that HR play a big part in ensuring that companies evolve with the times and assist in making sure they are able to achieve their goals in an ever changing environment. He quotes the ‘#MeToo’ movement as an example of where HR would need to work with management to ensure the company is delivering an adequate service which recognises external factors affecting the company. The advancement in technology has resulted in another area where HR have worked as a business partner when developing strategy. This is evident in a paper by Reilly (2018) where he gives details of how as a result in the advancement in IT systems many jobs previously done by employees are now being done using new computer systems. As a result of this HR would work alongside senior management and leaders to put together a plan that will take into consideration new ways of working through technology and how that impacts on the organisation. As well as this HR will work with managers from all different levels and present statistics that show how the company is progressing. They will then advise in how they can support with developing new ways of working that will help meet the business goals.    

5. Explain how organisational strategy is translated into HR strategy and policy.

Once the senior management team in line with HR business partners have looked at different factors affecting the business and have developed goals, they then needs to put in place a plan to implement these ideas through organisational strategy. Houghton (2019) states, 
“Business strategy describes the way an organisation creates value through its business model, the purpose and objectives that govern the model’s operation, and the indicators used to describe the strategy’s success.”
He goes on to say that in order to support with the objectives of the business, ideas and policies are created by using Strategic Human Resource Management (SHRM). Houghton (2019) defines SHRM as, “Strategic human resource management (strategic HRM) is an approach to managing human resources that supports long-term business goals and outcomes with a strategic framework.” Allen (2002) gives details of ways in which HR Strategy can be developed in order to meet the business needs. She states that there are eight areas which need to be worked on to get a robust HR Strategy that is fit for purpose. These areas are;
1. Aligning business and HR needs
2. Developing your HR strategy
3. Organisational performance
4. Organisational design and structure
5. Strategic resourcing
6. Organisation development
7. Compensation and benefits
8. Organisation culture
She concludes that by ensuring these areas are closely developed in line with the organisations strategy it will result in HR playing an effective role in ensuring they help meet set goals. In order to form HR Strategy Taylor & Wilkinson (2016) state that there are different approaches that can be implement. These include;
	
· Contingency Thinking – This would be a classical approach to designing strategy. HR would have a clear understanding of what the company goals are and can therefore look to adapt their policies to suit the business needs. An example of this strategy would be in an organisation where a goal is to reduce costs. HR would design a strategy that looks to place an emphasis on developing staff rather than having to pay out on recruitment.
· Resource Based Thinking – This strategy would look to have a thorough analysis of all areas of the business to see what the current strengths are, and areas that they are excelling in. The strategy would then be to look at ways to ensure these areas are kept to a high standard and even look at ways to improve them.

HR will have a big role in ensuring that they develop appropriate strategies that complement the goals set by a business. To do this they would need to communicate with staff at all levels to get different perspectives before implementing policies that are fit for purpose. 

Conclusion
This report has identified that the role of the HR function has evolved through the years and that depending on the business will have an impact in how HR operate. It has shown that in larger organisations there would be a large HR department that will have specialist HR advisors and business partners that will help when developing strategy and designing the policies to ensure that these strategies are implemented.
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3.1 Explain techniques and tools used to analyse the organisational and business environment.
In order to evaluate factors that will affect an organisation both internally and externally a company will use a range of tools to assist them when planning and implementing a strategy for the future.  Tools commonly used to evaluate influences affecting organisation and business are SWOT and PESTLE analysis. In a factsheet for the CIPD Weeks (2018) gives details of how a PESTLE analysis is used by a company to look at outside elements that will have an impact on their business. She goes on to say that a PESTLE analysis is an ideal tool to use when a company is looking to develop their business goals, and gives a good insight on external factors to be considered when looking at areas such as ‘workforce planning, when developing a new product or in times of organisation change.’ Weeks (2018) goes on to state that when using a PESTLE analysis a company needs to ensure they constantly look to update their findings and do not simply do it once. This is because a business has no control with external influences and they will often change dramatically over a short period of time meaning a company has to adapt their strategy to keep up with the latest trends. As well as giving the benefits of using a PESTLE analysis Weeks (2018) also discusses the negatives in using the tool. She states that sometimes a company may oversimplify their findings or pre-empt a certain factor that may not come to fruition potentially meaning a strategy was implemented on false information. Another tool used by a company when looking at planning for the future and developing new strategies is a SWOT analysis. Weeks (2018) states that the tool was originated in the 1960’s and 1970’s and is commonly used when a company is in the process of developing objectives. She goes on to say that by looking internally at their own strengths and weaknesses a company can see what is working well for them as well as areas that need improving. An organisation can then look at external factors in the form of opportunities and threats to get a better understanding of aspects of the business world they don’t control which will allow them to adapt their strategy to take these into account. Weeks (2018) goes on to say that overall the SWOT analysis is an effective tool to use when planning and setting objectives, It’s easy to use but effective. She does state however that as with the PESTLE analysis it does have some drawbacks if not used correctly with common problems being not having enough people involved who would have different opinions, as well as it being quite time consuming to get the data required. Another factor which an organisation needs to consider is globalisation. Marchington et al (2016) state that globalisation is a term used to suggest there are no longer barriers in order for an organisation to work with companies worldwide. They go on to say that as a result of globalisation businesses can now easily trade with each other from opposite ends of the world. This will then have a positive impact on a company as they are able to source better quality, cheaper products and services. However, Marchington et al (2016) go on to say that globalisation can have a negative impact on an organisation and give the example of when the cash crisis hit the USA. As a result of this it impacted on all the different companies across the world as with the economy crashing in the USA there wasn’t the cash available to deal with companies from different parts of the world.  



	Pembrokeshire County Council

	PESTLE Analysis

	
	Factor
	Impact on PCC
	Impact on HR

	Political
	> GOVERNMENT FUNDING













> BREXIT
	> As the government sets the budget for local Authority’s it will have an effect on Pembrokeshire County Council (PCC) as with their funding being cut it has resulted in essential savings having to be made. This is evident in article on the BBC (2018) which shows that PCC will have their budget cut by 0.4% for the financial year of 2019/20.  An example of how this has affected PCC is the closing of Cleddau Toll Bridge which was heavily funded.

> PCC has a large amount of staff who come from the European Union (EU) which will mean that when the UK leaves the EU many of these staff will be affected. 
	> As a result of areas in PCC closing HR will have a role in supporting managers through the redundancy process, as well as supporting any staff going through redeployment.  








> This will have a big impact on HR as it will mean that HR in conjunction with line managers will need to liaise with staff from the EU and keep them informed with any developments. HR will also need to ensure that new legislation is followed in terms of having a new Right to Work procedures in place as well as ensuring current and new staff have an appropriate VISA to work for the Authority. In readiness for BREXIT GOV.UK (2019) has developed guidance for local government to follow in order to ensure a successful transition.  


	Economic
	> LIVING WAGE
	> As evident in an article by the Press Association (2019) the national living wage has increased. Although implementation of this wage is voluntary, PCC honours it to ensure that all staff are paid at least £9 per hour which has a big impact in a large amount of staff employed by the organisation. 

	> As a result of the new living wage HR will need to develop and implement new pay scales and policies to reflect the change. 

	Sociological
	> WORK LIFE BALANCE

















> AGING POPULATION
	> As with current trends staff at PCC are increasingly looking at ways to support their work life balance. This has resulted in an increase in applications from staff to work in a more flexible way. 












> As evidenced in StatsWales (2018) the living age for residents in Pembrokeshire has slowly increase over the years. This has resulted in extra resources being needed in the social care departments of PCC in order to ensure that the service can meet the increasing demands.  
	> As a result in the increase of employees wanting to work in a flexible way it will mean that HR will have to ensure their flexible working policies are up to date and fit for purpose. Also, once a change in contract has been agreed it will be down to HR to get the appropriate supporting documentation out to the employee. In cases when it cannot be supported it would mean HR advising on the appeal process as well as dealing with any grievances that are put it.  

> The increased demand has resulted in a higher turnover of staff working in the social care department which means that HR are having to support with the recruitment process on a regular basis. Also, there has been an increase in long term stress related sickness due to the extra pressure on social care workers which means HR need to support with the sickness process of these staff. 


	Technological
	> AGILE WORKING
	> The advancement of technology has resulted in staff at PCC being able to work in a more agile way. As stated in an article by Rigby et al (2018) working agile gives employers the opportunity to be able to work from various locations that suit both their needs and the needs of the business.
	> This will affect HR as it will mean that an appropriate policy and procedure around agile working will need to be implemented. HR will also have to deal with any complaints from employees who have been refused the opportunity to work in an agile way.


	Legal
	> EMPLOYMENT LAW








> GDPR
	> Whenever different laws are developed staff at PCC will need to ensure they are abiding by them. 






> As stated in the GDPR (2019) regulations it is the responsibility of an organisation to ensure that all personal data is kept confidential and destroyed when no longer required.
	> It is the role of HR to ensure that all policies written are updated to include the latest laws and regulations. It would also be the responsibility of HR to filter any new laws down to managers to ensure they are implementing them.

> As well as ensuring that the huge amount of personal data held in HR is stored correctly in line with GDPR it also has a responsibility to advise managers on the requirements they need to follow.
 

	Environmental
	> RECYCLING TARGETS
	> PCC are set targets to ensure they are abiding by the Recycling Regulations (2019). In order to help meet the required standards PCC have recently purchased an advanced recycling lorry which is more environmentally friendly as well as being able to do a higher quality job. 

	> As a result of the new lorry it will mean that PCC need to hire less staff to collect rubbish. This will mean that HR will have to support managers in cases where there is a redundancy situation.



	Pembrokeshire County Council

	SWOT Analysis

	
	Factor
	Impact on PCC
	Impact on HR

	Strengths
	> CARING














> STABLE EMPLOYER
	> The ‘Caring’ value is at the heart of PCC interactions: PCC engage and lead people through change, they feel confident and believe in transformation enough to be part of the evolution of the Authority, we need to do so in a manner that is human and person-centered. Conversations are a fundamental part of that process. ‘Caring’ featured highly as a value that Members, Officers and Senior Leaders in the Authority see as part of our character. 

> As PCC is one of the largest employers in the region it is able to offer stable employment which results in attracting a larger filed of applicants.
 
	> By being a caring and stable employer it has a positive impact on HR as in many areas of PCC it helps retain staff as it is a good employer to work for. Many staff members start off at PCC at a young age and stay until retirement.













 

	Weaknesses
	> FUNDING
	> As PCC is publically funded the way the business is run is heavily influenced by what the council is given by the government.
	> This will have an impact on HR as with funding for local governments being regularly cut and the need for savings becoming more frequent it results in a reduction in staff numbers. This can be in the form of compulsory redundancies which will result in HR having to support managers through the process as well as deal with the consequences of this in the form of grievances and increased staff sickness.


	Opportunities
	> TECHNOLOGY
	> The advancement in technology is an opportunity for PCC to stream line services and help find more efficient ways to complete tasks. For example, new systems can be implemented in areas such as recruitment which would mean you require less data entry staff which frees up funds to help develop the section. Also, by having technology that allows staff to work in an agile way it not only reduces travel costs but it allows staff from all departments to work in the same environment which develops working relationships.

	> HR would be responsible for ensuring any new ways of working were supported with an up to date policy as well as supporting managers with any queries that they have as a result in the change. Also, if new technology resulted in people losing their jobs HR would support with any redundancies and redeployment.

	Threats
	> SERVICE PRIORITISATION & WORKFORCE REDUCTION






> BREXIT
	> With the same demand for services within Pembrokeshire, some sacrifices have had to be made to make savings, including closures to Tourist Information buildings along with staff redundancies within these buildings.

> With the uncertainty with BREXIT it is a threat to PCC as it could result in further funding cuts could potentially mean a lot of staff losing their jobs. Also, with the new regulations being enforced after BREXIT it will affect the PCC workers who are from the EU.

	> With enforced closures HR will again need to assist in any redundancy situations and support all staff affected.




> If funding is cut HR will need to deal with any fall out from this as well as dealing with all new regulations for their EU staff. 
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