Understanding the Business Context of Human Resources
Activity 1
The three economic sectors that classify organisations are the public, private and voluntary sector (Taylor & Wilkinson, 2016). 
Private sector organisations are owned by individuals, small groups or shareholders that predominantly aim to make a profit.   The function of HR in private sector organisations usually depends on the size of the organisation.  Public Limited Companies (PLC) usually have a significant HR team, being strategically focussed, supporting the business objectives. In this case, HR functions are often delegated to line managers, using an external or centralised service (Taylor & Wilkinson, 2016).
Public sector organisations, employing 20% of the UK workforce (Taylor & Wilkinson, 2016), are funded through public money and are managed by elected representatives (Taylor & Wilkinson, 2016), having to ensure information is available in the public domain for scrutiny.  Public sector organisations include local and central government, the National Health Service, publicly owned organisations, public service providers and QUANGOs (Taylor & Wilkinson, 2016).  Organisational changes involving HR services require a greater level of scrutiny in the public sector, resulting in increased timescales for change management initiatives to be introduced (Kew & Stredwick , 2016).
The voluntary sector, also known as the third sector, are organisations that are not for profit and are not subject to scrutiny from the government or company law (Taylor & Wilkinson, 2016).  HR services vary considerably, with charities and smaller organisations lacking HR resources.  This results in HR services being a separate service, not linked to the management structure and therefore offer no strategic HR support (Taylor & Wilkinson, 2016).     Professionalising HR services within the third sector has been a focus in recent years, especially with regard to performance management, employee engagement, employee welfare and the development of policies (Taylor & Wilkinson, 2016).    A contributing factor in the development of HR Services in the third sector has been the need to satisfy public bodies of their HRM practices in order to secure grants and public sector funding (Taylor & Wilkinson, 2016).  
In order to see how to organisations from different sectors compare, I have chosen Powercut LTD, a small private sector organisation, with the main function to create profit for the owner (Taylor & Wilkinson, 2016).  Hywel Dda University health board (HDUHB), a public sector organisation, with the main purpose to provide high standards of healthcare to the local population, whilst working to budgetary constraints (HDUHB, 2019), without making a profit.
Powercut are a Garden Machinery retailer, offering a full maintenance and repair service.  They employ a generalist HR practitioner to deal with transactional tasks including payroll, basic recruitment and administration, however rely on external consultancy to provide specialist advice.  This is common HR practice for small businesses (Goodridge, 2012).     As a small family business, there are limited policies and procedures, with the exception of those that relate to legislation such as health and safety or employment law.  As a result, problems usually escalate, resulting in conflict and require HR specialist advice (Glanville, 2019), with employees lacking the HR support function that they could access in larger PLC or public sector organisations.   Despite being less scrutinised by the public in terms of budgets, strategic aims and outcomes, the private sector organisation has external pressure to ensure that they maintain a high level of corporate social responsibility. This is achieved by the effective planning of business travel, reducing their carbon footprint and effective waste management, complying with legal and environmental requirements.           

Within larger organisations, employees have the support of trade unions when they feel aggrieved (CIPD, 2016), which is not evident in small private sector organisations, unless they employ over 50 staff.    Large organisations consult with trade unions, which allow employees to have a voice in decisions.  Another function required by HR services within large organisations is to manage organisational change and working with trade unions towards collective-bargaining agreements.  This often requires HR services to support with restructuring, redundancy and organisational design.  Public sector organisations are also far more risk averse than private sector organisations (Taylor and Wilkinson, 2016).           
Small private sector organisations usually maintain their competitive advantage by offering attractive salaries, whereby public sector organisations like HDUHB offer greater job security, progression opportunities and other staff benefits.   It could be argued that in smaller organisations, there is also a greater flexibility to offer individual pay incentives or rewards as there are no fixed pay structures.  This differs within the public sector with set pay scales, an example of which is Agenda for Change within NHS Wales. 
Within the public sector, there tends to be formal processes and procedures relating to HR practices, which are implemented by specialist and generalist HR practitioners (Pirie, 2015). Due to the level of public scrutiny, adherence to policies and procedures is imperative, with little flexibility to make person centred decisions.  This is a fundamental difference between the two types of organisations (Taylor & Wilkinson, 2016).  Within HDUHB, HR functions are centralised, with some services being provided by Shared Services, allowing the HR team to focus on providing specialist support.  Within HDUHB HR have specialists in workforce planning, identifying short, medium and long term plans, whereas Powercut HR function tends to be more reactive. 
Organisations also face significant challenges from external forces (Mullins and Christy, 2013), compounded for HDUHB as it is a public-sector organisation and the NHS.  HDUHB are scrutinised by Welsh government, the local population and public interest groups (CIPD , 2018).   

Within public sector organisations HR services usually have a learning and development function, with specialists within the field. With this in mind, HR services need to be included in organisational design, aligning the corporate vision and objectives with the organisational structure.  Within the function, HR services need to ensure that recruitment, induction and the offer in terms of training and development aligns to organisational objectives.                   
Kew & Stredwick (2016) identify six organisational structures, namely bureaucracy, divisionalisation, matrix, networks, virtual and strategic alliances. Where bureaucratic hierarchical structures are in place, line managers have less flexibility, resulting in HR being more transactional, this is evident within HDUHB.   Divisionalised and matrix models provide non-hierarchical structures, giving line managers more autonomy, allowing HR services to focus on strategic HR, assuming that they have a specialist within the organisation, which would not be the case in Powercut LTD (Glanville, 2019).  
“Millennials are driving organisational change….. and will represent 75% of the workforce by 2025” (Morgan, 2018), changing the demographics of our workforce.  In order for organisations to remain competitive within their field, it is essential for HR services to consider more agile working methods.  Morgan (2017) identifies five trends driving the need for transforming working practices, which include globalisation, mobility, changing workforce demographics, new behaviours and technology. Globalisation provides accessibility to a greater volume of talent from the labour market.  Technology can increase productivity and as employees can access information and communicate with greater mobility, there is an expectation to provide an agile working environment (Morgan, 2017). 
In summary, one of the fundamental differences between public sector, private sector and third sector organisations is the level of strategic HR that is carried out. This is also evident in the absence of workforce planning within Small Medium Enterprise (SME) organisations, where HR services are more reactive.   It is also evident that as organisations increase in size, so does the need for specialist HR practitioners and a HR department to support the transactional and strategic requirements of the organisation.     
Strategy can be formulated within an organisation in one of three ways.  The Classic method relies on senior managers to use analysis tools, resulting in then drawing up the objectives of the organisation.   The emergent approach is where the strategy would develop over time, using a logical approach, with the basic objectives being set by managers and then specialists within the organisation develop the overall strategy.   With the radical strategy, practices are implemented prior to a strategy being written, which can result in a lack of strategic direction.  (Taylor & Wilkinson, 2016).  


 The approach used will often differ depending on the organisation or the approach being taken (Mintzberg 1994).  The table below shows when a certain approach may be implemented (Taylor & Wilkinson, 2016).   
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From a HR perspective, the presence of a strategy is important, not how the strategy was constructed (Taylor & Wilkinson, 2016).   In order to ensure that HR strategies are effective, there needs to be the presence of strategy (Mintzburg, 1994).  It is imperative that HR strategy aligns with organisational strategy (Taylor & Wilkinson, 2016), increasing the chance of achievemet.  Porter (1985) identified three strategies to gain competitive advantage, namely cost leadership, differentiation and focus.   Cost leadership considers value for money, which from a HR perspective will focus on wage costs, affect morale and recruitment. This strategy also has low employee involvement, effecting employee engagement.    The cost leadership strategy does not promote HR strategies that support employee welfare, engagement and development. 
In contrast, the differentiation via quality enhancement or innovation approach requires autonomy and the ability for employees to be creative, thus resulting in staff needing to be rewarded with higher salary, training and development (Taylor & Wilkinson, 2016).  The focus approach involves one of the other approaches, but focusses on a specific target area. 
When analysis is completed within the organisation, it is essential this is used to develop effective organisational strategy, ensuring that it is evidence based. Boselie and Brewer (2013) identify that HR professionals should challenge business strategy, thus giving it a HR focus.   
Another consideration to improve business performance as identified in the CIPD professional map are that of organisational design, providing clarity of the organisations purpose and organisational development referring to the continuous development of the organisation (CIPD, 2013) 
HR are involved in developing of human capital by role design, talent management, training and development, employee engagement, performance management and reward management.    Their responsibilities also include ensuring that human resource strategy is align with operational strategies as well as ensuring that terms and conditions of employment are updated.
There are eight forces that impact a human capital strategy, these are as follows;
· Technology and social media
· Shifting demographics
· Accountability and expectations
· Societal changes
· Energy and environment
· Globalisation and the global economy
· Empowerment and engagement
· Work life balance
As a result of the above, it is imperative that he HR practitioners move to a contemporary HR approach as in turn this will create a more successful, profitable incorporating best practice bundles with management (Phillips & Phillips, 2014).
Organisations must adapt a Human Capital (HC) strategy (Phillips & Phillips, 2014), with HR reacting to external changes and developing and creating talent in the organisation.  
Activity 2
It is vital organisations assess their strengths and weaknesses (Morrison, 2015), which can be achieved using a SWOT analysis.  This considers both internal and external opportunities and threats (Armstrong, 2012).    A PESTLE allows an organisation to consider the external political, economic, social, technological, legal and environmental factors, allowing the organisation to effectively plan (CIPD , 2018). 

A SWOT and PESTLE analysis was undertaken within HDUHB to support strategic planning.  This included several managers, carrying out interviews.  It is vital to obtain a  broader view, by involving others (Kew and Stredwick, 2016).  

The analysis identifies that HR need to support the organisation in the following ways:
· Technology is a crucial, not just within administrative services like HR, but also to ensure advancement in clinical services can be delivered to our patients. Despite investment of capital into the organisation, further investment is needed to provide the infrastructure to drive the organisation into the digital age (HDUHB, 2019). This also affects our corporate social responsibility, as we are not fully paperless, with many systems still paper-based.   HR need to ensure that training is provided to up skill the workforce and the updating of policies and procedures to support working methods.  This also affects the carbon footprint of the organisation as when trained, employees can use technology to reduce the need for business travel.   
· Providing health for a local population, there are numerous external forces in terms of legislation.  With the introduction of the “All Wales Career Framework”, this requires HR to report data on staff qualifications and complete a training needs analysis.  
· With the transformation of clinical and mental health services and the transition of services to a new hospital, HR play a crucial role in change management processes, including:
· Training being fit for purpose;
· Job descriptions being reviewed;
· Creation of new job descriptions  to support the new community working model;
· Working with unions through collective bargaining and changing of contracts; 
· Working with universities and colleges to ensure training provision meets the needs of the transformed services.  
· New Welsh Language Act requires HR to ensure recruitment meets the bilingual strategy.  This will also require HR to ensure that all functions and policies meet the standard.  
· With the organisation being spread over three rural counties and with space being a major issue within the organisation, many functions are unable to operate to their potential.  This forces the need to adopt greater agile working practices.  HR would need to ensure all policies reflect the agile working practices as well as organisational objectives ensure fairness and consistency across the workforce.   
· When considering ageing demographics and shortage of skills within the workforce, HR need to support with recruitment and identifying new initiatives including the apprenticeships.  HR also needs to consider a training needs analysis to ensure the skills of the future. 
· With silo working and poor internal communication being raised as an area for development, HR needs to provide a communication strategy to support working practices. This may involve looking at organisational structures and reporting mechanisms. 
· Brexit has a significant impact on the organisation due to the amount of overseas workers we currently attract.  In addition, significant training uses the European Social Fund.  HR will also be required to respond to potential changes in employment legislation.

Workforce planning will play a vital part in ensuring the points raised in the SWOT and PESTLE analysis are considered in the Intermediate Medium Term Plan (IMTP).  This is another role that exists within the HR function at HDUHB.





	PESTLE Analysis of Hywel Dda University Health Board

	
	External factors to consider
	Factors affecting HDUHB
	Importance to the organisation

	Political
	Need to change policies to meet Government policy
Political Stability
Tax Policy
Brexit
	All Wales Career Framework monitoring training and competencies of clinical staff (Workforce, Education and Development Services, 2015)
Brexit and the impact on training, overseas workers and employment legislation. In addition the impact on overseas workforce. Overseas Staff and the need to ensure work permits (Gostling, 2019) 
Francis/Cavendish Report – Measures implemented as a result of findings, affecting working practices (Nursing & Midwifery Council, 2013).
NMC/GMC and professional regulations – provide governance around medical services and place expectations to deliver governance (Nursing & Midwifery Council, 2019).
Nurse Staffing Act – requirement for more clinical staff, therefore increasing workforce, compounding the problem of nurse shortage and increased need for training provision (National Assembly for Wales, 2016). 
	Labour shortages

Increased staffing levels 

More resources needed for training and development
 
Risk of prosecution/ fines for non compliance of regulations

Skills shortages 







	Economic
	Exchange Rates
Globalisation
Inflation/Labour Costs
Interest Rates

	AFC – Agenda for Change pay scale and job matching increases impact on financial constraints of the organisation (Gostling, 2019)
Turnaround - Targeted Intervention with a target to make a £32m savings, making the organisation efficient and effective (HDUHB, 2019). 
Transformation of Services
Cost of Living affects organisational spending and also budgetary controls.  With the increase in minimum wages impacting workforce overheads.
	Impact on labour costs

Pressure to reduce expenditure






	Social
	Flexible working
Population Demographics
Health and Wellbeing 
Diversity and Social Inclusion (protected characteristics)

	Work Life Balance – Need to respond to the needs for agile working and flexibility (Denning, 2018). 
Ageing population meaning greater strain on the Health Board (HDUHB, 2019)
Greater Demand of Care Services  (HDUHB, 2019)
Raising Awareness of Health Matters, e.g. Smoking
Youth employment
Draining of social care

	Need to produce agile working policies

Public perception of transforming services and the impact on staff wellbeing. 

More services required as population age increases

Recruitment initiatives needed


	Technology
	Legislation 
Investment in equipment
AI Innovation
Social Networking
Cyber Security
GDPR
	Cyber Attacks on NHS Software

AGILE Working/Transformation Agenda – need to ensure hardware, training and resources available (Solloway, 2019)
Underdeveloped Technology (not fit for future) (Solloway, 2019)
ESR Impact of Staff Training, preference for online appointments (Gostling, 2019)



	Need to invest in greater IT infrastructure

Increased staff training in the use of technology

Policies around GDPR, compliance 

Need to develop new initiatives to provide digital age services – lack of skills to achieve this (Solloway, 2019)

Need for investment in IT protection

	Legal
	GDPR
Employment Law
Common Law
Local Labour Law
H&S Regulation

	Nurse Staffing Act (National Assembly for Wales, 2016)
Future Gen Wellbeing Act 
Welsh Language Act
NMC/GMC Regs/Prof Regs (Nursing & Midwifery Council, 2019)
Taylor Review
Gig Economy
Malpractice/law Suits

	Increased staffing levels 

Risk of prosecution/ fines for non compliance of regulations

Increase standards on governance – More resources needed for training and development

	Environment
	Carbon Footprint
Corporate social responsibility
Procurement
Ethical Sourcing
Environmental Restrictions
Sustainable Resourcing
Transportation
	Paperless culture
Centralising/Shared Services
Carbon footprint – the need to strengthen policies in relation to business mileage.
(HDUHB, 2019)
	





SWOT Analysis of Hywel Dda University Health Board
	Strengths
	Weakness

	Partnership Working 
University Health Board Status
Innovative
Special Expertise
Grow Your Own pathways
EAGLE 
Extended Roles
Innovation through Transforming services
Apprentice Academy

	Recruitment – hard to fill posts 
Siloh  working
IT Infrastructure
Expenditure
Lack of Staff Development
Old Buildings needing repair/maintenance
Equipment dated
Data
Geographical Location
High Turnover Rates/rurality
Intranet
Poor Internal communication

	Opportunities
	Threats

	Funding for Initiatives – for training and new initiatives
HEIW – Greater collaboration to overcome skills shortages
NWISS – Staff training and support with carbon footprint reduction
Partnership Board – Greater use of sharing ideas and pooling resources to prevent duplication
Transforming Clinical and Mental Health Services – providing the opportunity to shape healthcare for the population (HDUHB, 2019)

	Brexit
Funding
Increase in ageing Population (Office for National Statistics, 2019)
Legislation 
GDPR, 
Nurse Staffing etc. (National Assembly for Wales, 2016) (Nursing & Midwifery Council, 2019)
Reputation
Workforce competition with NHS Wales (Gostling, 2019)


(Gostling, 2019), (HDUHB, 2019), (Solloway, 2019)
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