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In today’s business environments, Human Resource Management (HRM) is crucial for improving organisations’ responses to different settings and enhancing sustainable competitive advantage. Companies continuously encounter problems related to technological advancement, competition for experienced employees, and high expectations for diversity, equity and inclusion (DEI). Such tools can impact organisational performance, staff engagement and long-term sustainability for businesses (Armstrong and Taylor, 2023; CIPD, 2024). Therefore, strategic HRM indicates the importance of including people management practices in organisational goals to gain business success (Storey, 1995).
This report uses NatWest Group as an example. The company is among the leading UK financial services organisations, with serious investments in digital transformation, artificial intelligence (AI), and data analytics. The company aims to improve efficiency and customer experience by adopting advanced digital technologies (NatWest Group, 2024). Also, the report analyses the problems occurring with technological change, talent acquisition and retention, and DEI. Moreover, it provides an evaluation of modern HR practices and shows how managers can effectively implement these practices to improve organisational performance and sustainability (Barney, 1991).
[bookmark: _Toc231602196]Major Contemporary HR Challenges Facing NatWest Group
[bookmark: _Toc231602197]Adapting to Technological Advancements
Technological advancement is considered one of the most important challenges that modern companies encounter. In addition, the banking industry experiences fast digital transformation caused by artificial intelligence (AI), automation processes, implementing data analytics, and improved digital banking platforms. In order to respond to such challenges, NatWest Group has made substantial investments in technology to provide better customer experiences, increase operational efficiency, and improve its competitive position in the financial services sector (NatWest Group, 2024). Such improvements help the company create new business opportunities, while staff are required to have specific technical and digital skills.
A key challenge for HR departments remains guaranteeing that all staff can properly adapt to different job requirements. Current staff should be provided with training programmes and continuous development in order to maintain efficiency in technology-driven working environments. Therefore, workforce planning is important, as companies should predict future requirements and identify capability gaps before performance is affected (CIPD, 2024). Failing to meet these requirements related to technological change can increase shortages, limit organisational competitiveness, and decrease productivity.
[bookmark: _Toc231602198]Talent Acquisition and Retention
[bookmark: _Toc231602199]High Competition
The high competition among large and small companies for talented professionals has made it complex to attract and retain experienced employees. Moreover, the rising demand for digital professionals, cybersecurity experts, data analysts, and technology talents represents a major concern for businesses in the financial services sector. Therefore, organisations like NatWest face competition by other technology companies, banks, and fintech enterprises to secure high-quality employees.
[bookmark: _Toc231602200]Organisational Success
Organisational success heavily relies on having the right employees with the right knowledge, abilities, and skills in order to achieve strategic goals (Armstrong and Taylor, 2023). So, talent acquisition is crucial for NatWest. Still, if the company focuses only on recruitment, it would be unable to keep talented employees. This can result in high employee turnover, which increases recruitment expenses, limits efficiency, and results in a loss of essential organisational knowledge.
[bookmark: _Toc231602201]Psychological contract
The psychological contract is a major element in staff retention. Currently, employees look for career growth opportunities, flexible working arrangements, organisational support and fair treatment from their employers (CIPD, 2019). When companies do not meet these expectations, staff are not motivated, feel disengaged, and look for different opportunities. Based on that, talent acquisition and retention are key HR priorities for NatWest Group, as the organisation should value its employees.
[bookmark: _Toc231602202]Diversity, Equity and Inclusion (DEI)
Diversity, Equity and Inclusion (DEI) has been prioritised by companies lately. Such organisations look for innovative improvement and apply better decision-making processes and motivate staff engagement. Diversity relates to the individuals’ differences; equity concentrates on fairness and equal growth opportunities, while inclusion guarantees that all staff are valued, respected, and listened to in their workplace (CIPD, 2024).
For a large company like NatWest Group, focusing on a diverse and inclusive workforce is crucial as the company possesses a wide range of customers and communities in the United Kingdom. According to Shore et al. (2018), diverse companies generate higher revenues when focusing on wider perspectives, better creativity, and improved problem-solving capabilities in their workforce. In addition, an inclusive working environment can attract highly skilled staff and improve the image of the company.
Although DEI helps organisations improve their overall performance, it poses different contemporary challenges. For instance, unequal career growth opportunities, unconscious bias, and resistance can delay organisational advancement. Therefore, HR departments are crucial facilitators when creating policies and activities that motivate fairness, inclusion, and equality. So, when companies identify DEI challenges, they can enhance staff engagement, organisational performance, and long-term business sustainability, especially in NatWest Group.
[bookmark: _Toc231602203]Evaluation of Contemporary HR Practices
[bookmark: _Toc231602204]Digital HR Systems and Workforce Analytics
One modern HR practice that can improve the overall performance of NatWest Group is the application of digital HR systems and workforce analytics. In addition, workforce analytics help companies gather and examine staff data in order to improve workforce planning and recruitment processes and increase the level of performance by making better management decisions. Also, predictive analysis can help the organisation recognise future skill shortages and workforce trends. This can help managers in their responsiveness to rapidly changing business requirements (Marler and Boudreau, 2017). In addition, digital HR systems enhance productivity by including automation in the administrative processes and offering real-time staff information. On the other hand, companies can face challenges regarding data privacy, implementation costs and staff resistance to including new technologies. Based on that, workforce analytics must accompany, not replace, managerial judgement in organisations.
[bookmark: _Toc231602205]Employer Branding and Strategic Workforce Planning
Major practices like employer branding and strategic workforce planning are highly prioritised by companies that attract and retain skilled employees. Moreover, organisations that focus on employer branding can easily communicate their values, culture, and career opportunities to possible candidates. According to Theurer et al. (2018), employer branding also improves organisational attractiveness and recruitment outcomes. Strategic workforce planning allows companies to predict future workforce requirements and indicate capability gaps before they influence organisational performance (Muller-Camen, Croucher and Leigh, 2008). On the other hand, using only employer branding cannot ensure that staff will remain at the company, especially when their expectations are not met. Therefore, NatWest Group must use an employer brand connected to the actual workplace experiences of its employees.
[bookmark: _Toc231602206]Employee Engagement and Retention Strategies
Staff engagement is considered another crucial modern HR practice. Employees that are engaged with the company show more dedication, encouragement, and better performance (CIPD, 2023). Companies can also improve engagement by providing career development opportunities, flexible working arrangements, giving regular feedback, and focusing on recognition programs. In terms of motivation perspective, staff will remain in a company when they assume that their relationship is grounded on effort, performance and rewards (Saks, 2022). Nevertheless, engagement initiatives may have limited impact if leadership is weak or organisational culture does not motivate employees to participate in the decisions. Based on that, NatWest Group should include engagement strategies in the organisation, not use them as isolated HR initiatives.
[bookmark: _Toc231602207]Inclusive Recruitment and DEI Initiatives
Inclusive recruitment and DEI initiatives can improve organisational performance at NatWest by helping the company create a diverse workforce. Practices including job advertisements, unconscious bias training programs, and diverse recruitment panels can improve access to staff opportunities and decrease discrimination (Roberson, 2019). Moreover, leadership development initiatives can provide better career opportunities for underrepresented groups. Diverse companies achieve better overall performance by improved innovation, creativity, and decision-making. Nonetheless, DEI initiatives can pose challenges when staff see them as compliance exercises, not inclusive organisational commitments. Based on that, NatWest Group should use DEI strategies that focus on long-term leadership, responsibility, and cultural change.
[bookmark: _Toc231602208]Critical Evaluation of Managerial Implementation
Well-implemented modern HR practices are connected to certain actions of departmental managers. Creating policies and procedures is a responsibility of HR departments, while managers should implement them into the daily practice. Therefore, managerial efficacy is a major contributor in examining if HR strategies can achieve their intended outcomes for an organisation (Armstrong and Taylor, 2023; Storey, 1995).
[bookmark: _Toc231602209]Leadership Accountability
Accountability should be demonstrated by managers when using HR initiatives aligned with technological change, talent management and DEI. Leadership is crucial as staff are more motivated to support organisational change when being actively encouraged by managers. In addition, strategic HRM focuses on people management that must be related to organisational objectives in order to improve organisational performance (Storey, 1995). Nonetheless, some managers often focus on short-term operational targets and avoid long-term people development. Thus, NatWest Group should include HR-related objectives in managerial performance measures to increase responsibility.
[bookmark: _Toc231602210]Communication and Employee Engagement
Communication is crucial when periods of organisational change occur. Staff often face uncertainty when they have to work with new processes, practices, or technologies. Therefore, managers should state organisational objectives clearly and provide often opportunities for staff. According to CIPD (2023), staff who are engaged will be more likely to help organisations achieve their goals and be adapted to new initiatives. However, communication does not guarantee that companies will achieve success immediately. So, staff will trust a company like NatWest Group when consistency between communication and actions by managers is shown.
[bookmark: _Toc231602211]Monitoring and Performance Measurement
Managers must constantly supervise the efficiency of HR initiatives by using the correct appropriate performance measures. Also, performance management systems can be applied to assess staff development, involvement, retention, and diversity outcomes. According to Aguinis (2023), performance management improves organisational efficiency by relating individuals to organisational objectives. Likewise, the Balanced Scorecard approach motivates companies to assess performance regarding financial, customer, internal process, and learning dimensions (Kaplan and Norton, 2004). Nevertheless, higher dependence on performance metrics can motivate managers to emphasise measurable outcomes instead of focusing on staff wellbeing and organisational culture. So, NatWest Group should use quantitative and qualitative indicators.
[bookmark: _Toc231602212]Organisational Culture and Implementation Barriers
Organisational culture impacts the success of HR initiatives. For instance, a culture that focuses on learning, inclusion, and innovation will include staff in change programs (CIPD, 2024). On the other hand, skills shortages, resistance to change, and limited managerial capability can hinder successful implementation. So, managers at NatWest Group must create a working environment where staff are involved, supported, and valued, especially in organisational decision-making processes. Moreover, training and development programs can help managers create necessary competencies for leading the change properly. Lastly, the successful use of modern HR practices demands severe leadership, good communication, and a culture that focuses on continuous improvement.
[bookmark: _Toc231602213]Recommendations
[bookmark: _Toc231602214]Enhance Workforce Planning and Skills Development
NatWest Group must continuously invest in workforce planning and staff development to identify skills gaps caused by the digital transformation. Making skills assessments regularly and using training programs can assist employees in adapting to technological improvements and further business requirements (CIPD, 2024).
[bookmark: _Toc231602215]Improve Employee Engagement and Retention
NatWest Group must improve staff engagement by providing clear career development opportunities, flexible working arrangements, and consistent feedback. These activities can enhance staff satisfaction, decrease turnover rates, and ensure better long-term talent retention (CIPD, 2023).
[bookmark: _Toc231602216]Expand DEI and Leadership Accountability
NatWest must improve its DEI initiatives by constantly increasing leadership accountability, supervising diversity outcomes and endorsing inclusive recruitment activities. Moreover, this will build a more inclusive workplace culture and help the organisation achieve better performance (Roberson, 2019).
[bookmark: _Toc231602217]Conclusion
NatWest Group faces different modern HR challenges, which can seriously impact organisational performance and long-term sustainability. Technological improvements force the company to constantly focus on improving workforce capabilities and identify major skills gaps. Also, high competition for talented employees underscores the importance of efficient talent acquisition and innovative retention strategies. Diversity, equity and inclusion (DEI) are also important for building an efficient, innovative and improved working environment.
This report has shown that modern HR practices like workforce analytics, employer branding, employee engagement initiatives, and inclusive recruitment can help companies identify and address these challenges. Nevertheless, the success depends on good managerial implementation, responsible leadership, clear communication, and a positive organisational culture. Relating HR practices to organisational objectives, supported by investment in staff development, engagement and inclusion, can improve the competitive position of NatWest Group. Using these practices properly can also enhance organisational efficiency and achieve long-term sustainable success in a fast-changing business environment.
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