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Understanding the Business Context of Human Resources 
Activity 1 
1) 
The two types of organisations this report will focus on are Private and Public Sector, highlighting the key differences from both a business and HR perspective. 
The private sector is made up of businesses owned by individuals or families, by other organisations, or by large numbers of individual and institutional shareholders. Many of the businesses aims are to make profit for their owners whilst being commercial in nature. However, it’s important to note that there are also a number of not-for-profit private organisations, known to operate as social enterprises. (Taylor and Wilkinson, 2016, p.44)
An example of a large private company is Amazon, classed as multinational, Amazon produce and sell goods in various countries around the world, with the aim of making profit. 
The public sector is any organisation run by a government, whether that be central or local government organisations, health care, schools and emergency services. Unlike the aim of a private organisation, the public sector organisations share an aim of providing services for public interest. (CIPD, 2019)
An example of a public organisation is the National Health Service (NHS). They are a government funded body offering medical and health care services to those living in the United Kingdom. 
2)
The set up and deliverables of the HR function differ depending on the size, type and purpose of the organisation.  A benchmarking survey carried out by Xpert HR in 2014 found an apparent difference between how HR teams are organised, and role focused, depending on the business sector. The team size in the private sector tends to be influenced by growing workload, whereas in the public sector, it found any changes in the size of the team were a result of changing numbers elsewhere in the organisation, or a restructure within HR itself. (Personnel today, 2014)
See below further factors and how they are identified within the different sectors: 
HR Influence - In a large private organisation it’s likely that the most Senior HR Professional holds a high title, for example HR Director, reporting directly to the CEO. According to Taylor and Wilkinson (2016) within this size and sector, there is a trend in that the HR function has a higher profile, becoming more strategic in its orientation and proactively supporting the achievement of business strategy. Similarly, within a large public organisation there is likely to be a HR Director who has influence with the executive board, resulting in the push of good HR practice, especially from a legal compliance perspective. However, unlike the private sector where the HR team are becoming strategically focused, the public sector can be seen as old-fashioned, overly bureaucratic in its approach and limited in value add. 
Trade Unions – Membership levels within the public sector remain high with the requirement for HR to consult with trade union representatives prior to making employment related changes, however over the years there has been a large decrease in memberships within the private sectors, allowing the HR teams to revolutionise themselves.
HR Budget – In the same Xpert HR survey discussed previously, it was also found that the private sector were given an increase in HR budget for activities (excluding salary), compared to the public sector who found they were given a decrease in budget. 
HR Priorities – The latest Xpert HR survey (2019) on roles and responsibilities, identified the upcoming priorities for both sectors: 
Private: Learning and Development (including senior and line manager development, recruitment, HRIS, reward and benefits, employee engagement, HR strategy, retention, wellbeing (inc mental health), performance management and review/update policies and processes. 
Public: Reward and recognition, change management, learning and development, recruitment, restructuring, TUPE, HR strategy, HR analytics/HRIS, wellbeing and cost cutting. 
Although both sectors share a lot of same priorities, it’s interesting to see the differences, the private sector are concentrating on employee engagement with the public sector looking at TUPE and cost cutting. These priorities will feed into HR strategy and how the current HR structure looks. 
3)
Within their book ‘Human Resource Management in a Business context’ Kew and Stredwick (2016, p.16-18) describe 6 different organisational structures: Bureaucracy, Divisionalisation, Matrix organisations, Networks, Virtual organisations and Strategic alliances. This report will discuss the matrix approach in more detail and potential impacts on the HR function.
The matrix model is where an organisation is involved in a series of short or medium-term projects. Specialists will be drawn from functional departments to work on each project. However, the question remains, who will manage the functional specialists? The matrix approach states that the specialist will report to both their current line manager and the manager of the project they will be working on. Some advantages of this approach include:
· Communication within the organisation is improved, and as a result, decisions can be made more speedily and effectively 
· the use of project teams increases motivation, job satisfaction and personal development. 
However, there can also be disadvantages: 
· As the employee would be answerable to two managers at the same time, there could be potential concerns over loyalty and feelings of insecurity.
· Potential of confusion as to which manager the employee needs to approach depending on the remit of the question, which can also lead to both managers giving different responses, furthermore, leading to a power struggle between the managers.
The above may have impacts on the HR function, for example, something as simple as understanding which manager the employee would report to in the HR system, or having to deal with the power struggle between the managers whom offer different solutions to the employee question. Referred to in a Harvard Business Review article, Davis and Lawrence (1978) highlighted that this approach highlights weaker people managers, requiring HR to step in and help coach and guide these managers, before having to move to more of a formal approach if required. Therefore, if an organisation does decide to move to this approach it’s essential they work with HR to review all levels of managers to ensure success. 
The cultures within an organisation are a large internal factor affecting both the organisation and HR alike. The ‘Cultural Web’ (See Fig.1) was developed by G. Johnson and K. Scholes in 1992 with the intention of being able to expose cultural assumptions and practices within the organisation. 
Figure 1: The Cultural Web 
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‘The Cultural Web identifies six interrelated elements that help to make up what Johnson and Scholes call the "paradigm" – the pattern or model – of the work environment. By analysing the factors in each, you can begin to see the bigger picture of your culture: what is working, what isn't working, and what needs to be changed’. (Mindtools, unknown)
The output of this has major impacts on the HR function. HR need to promote the good culture and push out any negative culture. If we use the Stories element from the cultural web; most organisations will have a number of generations working for them. New changes to technology in the workplace may potentially have a negative impact on the older generation, who in turn may share their dislike with new employees, i.e. ‘back in the day we used a far better system which made more sense’. HR leaders need to evaluate each generation’s expectations and need to shape a changing culture. However, for this to happen, HR need the buy in of stakeholders and managers within the organisation. This tends to be easier in those organisations where HR already have a larger influence (e.g. large private organisations). The management structure in the organisation will affect the set up of the HR function. For example, an organisation whom uses the functional structure for management hierarchy, tend to allow for a clear chain of command, therefore the HR function is likely to be set up in a similar way, with HR Business Partners dividing up areas of the business to partner with. 
4)
Depending on the type and overall purpose of the organisation, goals and actions will be put in place to achieve the purpose, this is known as business strategy.
In relation to the role that the HR function play in the formulation of strategy is dependent on the structure of the organisation and how much influence the HR team have. As referenced earlier, within a larger private organisation, HR are likely to hold a higher profile and therefore will play a crucial part in the organisation’s development of the business strategy.  For example in my previous organisation, Amazon, the Senior HR Manager partnered with the sites General Manager in order to implement business and people strategies into the fulfilment centre. The HR Manager had the same level of authority and respect as the General Manager and was able to provide evidence-based data which influenced the overall decision making for changes.
This differs greatly from my current organisation, Tai Tarian, which is a large third sector organisation. Here the HR function are not involved in business strategy and play more of a reactive role rather than being involved in the formulation. For example, the most recent strategy announced is that the organisation aims to reduce its carbon footprint and be carbon neutral by 2030. To support this, a decision was made by the executive management team (No HR presence on this team) to close one of the employee’s car parks. The result of this has raised major concerns from some employees with a number even looking for alternative jobs due to the ill feeling that the flexibility has been taken away which they classed as a reason for remaining loyal to the company.  If HR had been involved in the initial planning stages, they could have identified risks and obstacles and anticipated the effect this would have on employees.  For example, using people analytics to anticipate who would be most negatively affected by the changes i.e. employees unable to lift share due to disabilities or school responsibilities and those unable to work from home due to lack of technology. Although a great strategy to help the environment, which is required, I don’t believe enough thought was given in relation to the potential impact on employees, which in turn can negatively affect the organisation in relation to performance. For example, an unhappy employee may visit a tenant and discuss the changes and how they feel, the tenant could then have a negative impression of the company and pass these ill-willed feelings on to other people. 
Communication is another large part of formulating and implementing strategy and something that the HR Function can aid with due to having relations with all members of staff, from most senior to least, they can ensure the same message is communicated across the board appropriately and consistently. 
5)
Wright and McMahan (1999) stated that HR Management may only be seen as strategic if they enable an organisation to achieve its goals, therefore it’s vital that any HR Strategy aligns with the overall strategy of the organisation. There are many different ideas in how this can be done. (Armstrong, M and Taylor, S. 2017, P.73)
Mike Cutt, HR Director at B&Q. believes ‘It is not a question of starting with corporate objectives and aligning HR – the HR objectives have to be embedded in the corporate objectives. Before it starts drafting the objectives, the organisation should have people values it believes in. And it makes a huge difference having an HR director on the board – but the director has got to be capable of contributing to a commercial agenda’. (Personnel Today, 2002)
The best fit model is aligned with contingency theory, it can be perceived as vertical integration between the organisations business and HR strategies. One of these models is the best fit and competitive strategies model. (Armstrong, M & Taylor, S. 2017, P.19-21) Michael Porter’s (1985) model identified three core alternative strategies for organisations to gain competitive advantage: Cost leadership (ensuring value for money), Differentiation (through innovation or quality enhancement) and Focus, this involves using both cost leadership or differentiation but in a niche market or specific market segment (e.g. one age group). HR policies and processes will be different depending on which strategy the organisation has agreed on. For example, if cost leadership is the aim, then HR will need to build their processes around cost saving, i.e. lowering the headcount but requiring the production to remain at the same level. (Taylor, S. and Wilkinson, K. 2016, P.61-63) 
The best practise model suggests that regardless of an organisation’s strategy, the same basic bundles of HR practices need to be applied to enhance overall success. A number of lists of ‘best practices’ have been created, including Pfeffer (1998), Kew and Stredwick (2016) and the CIPD (2019). 
Resource based thinking is another widely used approach to formulate HR strategy, this approach can be described as using ‘inside-out’ thinking opposed to ‘outside-in’ thinking for contingency theories. It’s the process of auditing the organisations current range of resources, including human resources, which provide its unique character and competitive strengths.  As cited in Armstrong and Taylor (2017, P.19) the view was founded on the ideas of Penrose (1984) who wrote that the organisation is ‘an administrative organisation and a collection of productive resources’ seeing resources as ‘a bundle of potential services’. Wernerfelt (1984) went on to expand and explain that strategy ‘is a balance between exploitation of existing resources and the development of new ones’. Barney (1991) further developed the concept by arguing that focus needs to be on understanding which organisational resources are the most: valuable, rare, inimitable and non-substitutable. The findings of this audit could lead to the requirement to develop strategic capability, enabling HR to create a strategy around developing key managers that HR believe can think and plan strategically to enable the overall strategic goals to be achieved. Another output could be the finding of a positive organisational culture. Regardless of the output, the role of the HR function is to protect, enhance and reinforce the identified key strengths. 

Activity 2
I have chosen to analyse my current organisation, Tai Tarian. Tai Tarian are a large social housing landlord, providing homes in the Neath Port Talbot borough. They were formed in 2011 after acquiring a large number of stock transfers from Neath Port Talbot City Council. This also included the TUPE of many staff from the council to Tai Tarian. They are a not for profit organisation sitting in the third sector/charity. 
To identify the external factors that are/could affect my organisation, I decided to use a PESTLE and SWOT analysis (See Appendix 1). A PESTLE analysis audits six external influences on an organisation: Political, Economic, Sociological, Technological, Legal and Environmental. It allows an organisation to gain insight into what external factors may impact business strategy and decisions. Allowing informed decisions to be made in the knowledge of potential risks to the industry and organisation. (CIPD, 2020)
A SWOT analysis is made up of Strengths, Weaknesses, Opportunities and Threats. It differs from the PESTLE tool in that it allows an organisation to self-assess, utilising the strengths and weaknesses element of the tool. According to the CIPD (2020) the SWOT analysis has the advantage of being a quick used tool, although they do state that ‘while the elements can appear deceptively simple and easy to apply, experience shows that to do a SWOT analysis that’s both effective and meaningful, requires time and a significant resource’.
My findings from both analysis tools are that external factors have potential for large scale impacts on my organisation, however I also found that several of the influences could have potential for both positive and negative impacts. 
The main source of income for Tai Tarian is rent, therefore should there be any government changes to the welfare system, will likely have a high impact on my organisation. Whether this be positive or negative depends on the change. For example, when the welfare system introduced universal credit, this had a detrimental impact to Tai Tarian in the fact that it would now be paid directly to claimants with them having to then make rent payments, instead of housing benefit being paid directly to Tai Tarian from the government. The impact of this was the creation of an income team with the responsibility of setting up, and if required, chasing payments from tenants. Along with recruiting for a team of employees who were able to give advice on universal credits to tenants. Therefore, as well as not having the guarantee of rent being paid on time, the organisation also had to recruit new staff to have these teams in place. 
With an aging population it is likely that as people are living longer, they are going to work for longer also. However, with 20% of the workforce over the age of 56, we need to identify a potential risk in an increase in retirement. The risk with this is that so much knowledge is being lost from the organisation in a short period of time which can ultimately lead to a dip in performance. HR can help with this by ensuring good succession planning and offering flexible retirement for those who would like to be kept in the organisation. The flip side is that sometimes it’s positive to have new younger employees introduced into the workforce as they are more likely to be susceptible to change and be able to take quickly to the introduction of new technologies and potential agile working. 
Social media is another major influencer, the positives are the ability to communicate to large numbers of tenants through social media, rather than communicating via post, resulting in cost saving. However, the negative is that social media can be prone to instant abuse and dislike, which can be seen by all. Another factor to consider is that a high number of tenants are over the age of 50 and do not utilise social media platforms, therefore would miss out on key updates.  Social media can also play a key part in recruitment campaigns, reducing the cost of utilising agencies. 
Both analysis tools identified major risks for the organisation and are key for making future decisions.














Appendix 1
PESTLE Analysis
	
Political
	· Potential government changes to the welfare scheme or the way it’s paid to claimants would likely have a big impact on the organisation due to the nature of the business.  The HR impact to this would be around recruitment and/or redundancies depending on the outcome of the changes. 
· As a social housing provider, Tai Tarian are bound by legislation set by the government. Any changes to this framework, ultimately impact the organisation. For example, if the current welsh housing quality standard is changed, then any houses below this new standard would require work. The HR impact here is potentially around recruitment, however workforce planning would be essential first to identify if extra headcount is required or if the current team structures require change. 


	
Economic

	· A rise in welsh employment rates could mean less demand for social housing, resulting in an increase in void properties and decrease in rent. Alternatively, a rise in unemployment may result in a greater demand for social housing, requiring new homes to be built and an increase in rent.
· The average house price in Wales rose to 2.2% (ONS,2019) this may affect people’s ability to buy their own homes and therefore turn to social housing. Again, providing the need for more homes. 

The HR impact on the above would primarily be around the recruitment strategy and increasing headcount if the demand for new homes is there. Redundancies may also be apparent, should the need for housing decrease and people are able to buy their own homes. 
An increase to national minimum and/or living wage would see the organisations budget affected with the need to cover higher salaries. 

	
Sociological

	· Aging population - 20% of Tai Tarian’s workforce are over the age of 56. HR impact = effective workforce planning, offer of flexible retirement in order to keep and transfer the knowledge of those long serving employees. 
· Employee demographic - 76% of the workforce live within the Neath Port Talbot Borough, there would be a likely impact if a competitor opened within the same area. HR impact = Work on engagement and reward planning other than being local to home. 

	
Technological
	· Lack of technology updates – As the world around is increasing with newer technologies, Tai Tarian are at risk of falling behind. For example, Internet Explorer is the only browser available, however as time goes on, less websites are compatible with internet explorer, therefore effecting performance. In relation to HR impact, the organisation currently uses an older HR system which does not have the most up to date functions, e.g. absence rate calculations, therefore this is a manual exercise every month, taking up valuable time the team could be using elsewhere. 
· An increase in automation could affect jobs in the future. 

	
Legal
	· Employment Law updates – April 2020 changes. HR will need to amend contracts going forward, along with updating relevant policies for all changes and responsibility for communicating out to the organisation. 
· Health & Safety updates – Organisation needs to ensure any changes to Health and Safety legislation are integrated into the organisation straight away and the continued to be adhered to fully.  
· Housing Act changes – Any changes to the Housing Act will have an impact to the organisation as these have set frameworks which are required to be adhered to. 

	
Environmental

	· Environment – The organisation is expected to become carbon neutral by 2030 to aid the environment. This will include sourcing recyclable materials, which may come at a cost. 
· Global Warming – Potential for freak weather, due to having a high percentage of workforce working outside, this would affect the ability to complete jobs in a certain timeframe. HR would need to consider redeployment tasks for if/when outside working cannot be conducted due to torrential weather conditions. 




SWOT Analysis

Weaknesses
In house technology.
Aging workforce. 
Non-competitive salaries within the overall housing sector. 
Main source of income is rent which is priced by the government. 

Strengths			
Long serving employees who are loyal to organisation. 
Environmentally friendly organisation, promoting lift shares and home working.   
Respected within the community.  
Large stock with potential for more.










Threats
Increase of automation could affect jobs. 
Demographic of employees. 
Ageing population – both tenants and workforce.
Non-compliance of framework 
Brexit 
Opportunities 	
Upgrade inhouse technologies, including a new HR system.  
Development of new housing. 
Utilise social media for advertising of properties, recruitment, increasing awareness of employer brand. 
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