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1.0  Introduction
This paper aims to outline some of the key external and internal forces which shape the HR agenda in business and how HR has evolved from Personnel Management to strategic Human Resource Management. It will also look at tools such as PESTLE, SWOT and PORTERS 5 FORCES to compare the effectiveness on environmental scanning. This paper also aims to acknowledge different ways to evaluate business performance and the role of HR in business planning and change management scenarios.

2.0 The evolution of HR
Human Resource Management (HRM) has evolved vastly over the years. Prior to the 90’s, Human Resource employees were called Personnel Managers or Personnel Administration Managers. (CIPD,2016) Typically, personnel management (PM) tasks involved administrative discipline of hiring and developing employees through conducting job analyses, personnel needs, and recruitment and selection. It also involved staff training, managing wages and salaries, providing benefits and incentives, appraising performance, resolving workplace disputes, and communicating with all employees at all levels (Business Dictionary,N.D). HRM is described as a body of Management activities rather than an approach to carrying them out. (CIPD,2016). The HRM tasks are of the same nature, however qualities of HR management are deemed to have extensive knowledge of the industry, leadership, and effective negotiation skills in addition to personnel management tasks (Business Dictionary,N.D). Opposed to Personnel management having specialist personnel managers as an exception to the rule, rather than the ‘norm’ at workplaces. (Legge,1995) In the 1990’s we saw HRM Evolve into Strategic HRM (SHRM) where HR align their activities in line with the Business Strategy. (Wright et al,2011).  The SHRM approach supports long-term business goals and the longer-term people issues, matching resources to future needs, and macro-concerns about structure, quality, culture, values and commitment (CIPD,N.D). SHRM has a high emphasis on people being an advantage to the Company and providing competitive advantage. SHRM’s goal is to retain and develop talent (Taylor and Woodhams,2015).














3.0 The key forces that shape Business and HR agenda
So, what has caused HR to change? HR has had to strategically respond to the change in external and internal forces such as environmental, financial, political and technological changes in business (Mabey and Salaman,1995).
3.1 	Environmental – External and Internal
Economic
The economical environmental changes include changes in the economy due to changes in competition, labour markets, technologies and globalization. (Kew and Stredwick,2010).
Globalization – The integration of trading markets around the world due to the free movement of goods/services and ecommerce. This has provided more emphasis on Corporate Social Responsibility (CSR). Operating in different countries with different rules, laws, cultures, languages and currencies, global expansion comes a responsibility. It is important to respect other cultures and workforce environments and start forming a global profile or social consciousness (Balancecareers.com, N.D). Corporate Social Responsibility (CSR) can be defined as the concept when businesses voluntarily opt to contribute to society and the community in which they operate in. It aims to align business activities to promote a cleaner environment for sustainability and promote positive social responsibilities. It heavily involves the ‘behaviors’ of the business. HRM has had to adapt CSR in the way it thinks of Stakeholders perception before making decisions and the risk / impact to reputation. In example, HR’s role is to ensure that businesses are legally compliant and operate HR activities in line with CSR strategy. IT also involves HR promoting equality and diversity in the workplace, equal opportunities, dignity at work, healthy work-life balances for staff plus the overall health and wellbeing. An example of the after effects of weak CSR decision would be from M&S. Where the Company made the decision to outsource cheaper labour to save costs and cut loose the local supplier that they had been using for years. It was reported that the public stakeholders (customers) were unhappy with this unethical decision. This affected the brands CSR reputation (Kew and Stredwick,2010).
Labour Market - Local economy changes such as increase or decrease in unemployment rates (Mabley and Salaman,1995). This will impact HR’s agenda through the means of recruitment strategy, managing talent and staff retention. i.e. According to the office for national statistics (ONS) The unemployment rate at for 2018 is at an all-time low in the UK. The unemployment rate was estimated at 4.1% during August 2018 which was lower than the 4.3% estimated for August 2017 4.3% (ONS, 2018). This would suggest that the labour market is currently tight, therefore, there is reason to believe the correlation in increasing the level of competition in recruiting and retaining talent during 2018. The environmental changes in Labour markets have shaped the HR agenda in relation to the evolution of the employee contracts and emphasis on psychological contracts.

Local Economy – Another varying factor that shapes HR agenda may be the increase of NMW rates. As a result in the recent continuous rise in NMW rates, HR would have to liaise closely with finance departments to plan adapt their recruitment strategy in-line with financial budgets, as they may not be able to afford to recruit new staff. Therefore, HR would have to look at current workforce plan for upskilling.
Technological Advances
The advancement of technologies and development of IT has had a detrimental effect on the
 HR agenda. The advancement of technologies has allowed HR to derive from the administrative 
tasks and improve services whilst freeing up time to become more strategic (CIPD N.D). The 
implementation of new systems which enables self-service by employees and managers and HR 
systems that hold HR data with the function of running reports could see the HR department 
adopting Ulrich’s HRBP model in the future as business is more digital, automation-savvy, 
and social media proficient. It could be time to re-imagine HR, talent, and organizational 
practices to suit. (Deloitte,2017)
Size of Organization
Will determine the structure and capacity in which HR operates. It will also dictate the need of outsourcing HR services. Larger businesses will also have more resources for innovation in relation to delivering HRM (Taylor and Woodhams,2016).
Financial Health
With the view of ‘Personnel’ issues affecting financial decisions in business, the added pressure on HR to deliver sound policies and procedures in line with business strategy is important to the success of the business, hence, the need for HRM to evolve in to SHRM. Thus, allowing HRM to add value to business and look after the finance aspects. (Harper,1987). Financial health can also impact what technologies can be afforded. Hence, affecting the structure of the HR Department.

















3.2	Influential HR Models
According to Ulrich and the CIPD, the main contributor to the structural transformation of HR was the desire to become more strategic and maximize HR’s contribution to business performance (Taylor and Woodhams,2016). Hence how Ulrich’s 3-legged stool model has also helped shape the SHRM trend.
[image: Three-legged stool model]Figure 1. Ulrich 3-Legged Stool Model 1997 (CIPD,N.D)
The 3-legged stool model outlines the structure of Future HRM being separated into 3 elements.
· Shared Services
· Centre’s of Expertise
· Strategic Business Partners
The shared services aspect would generally deal with the administration and provide basic support to manager and employee queries. They would work closely with Line Managers on key initiatives and Change Management.
The centers of expertise would focus on key technical knowledge on resourcing, reward, complex employment relations and develop policies. They would also provide support to business units and the shared services.
The Strategic Partner would be responsible for the HR function as whole and provide strategic direction (Oxford reference,N.D).


[image: http://www.hrmagazine.co.uk/article-images/image-library/138/Harvard%20model,%20september%20different%20slant.jpg]Figure 2. Harvard Model (HRmagazine,2015)
The Harvard model reflects a Soft HRM approach and has helped form a soft model of HRM in the 1980’s. This model focuses on the businesses stakeholder interests and allows them to have influence over HRM Policy choices and decisions. This model emphasizes communication, motivation and leadership, whilst it has a low emphasis on L&D and a low strategic agenda (Henderson,2008). The aim of Soft HRM is to treat employees as the most important resource in the business and a source of competitive advantage. It focuses on motivation and pay rewards based on contribution and performance (tutor2u, N.D). This approach differs to Ulrich’s model as its strategic focus is lower and puts stakeholder interests on top of the agenda.

Figure.3 Dave Ulrich Model of HR Roles (Shingal,2019)
[image: David Ulrich Model of HR Roles]
Ulrich’s model has further shaped the HR Structure and Service Delivery and roles within HR departments. It serves as a benchmark for many HR professionals today in attempt to dissect and organize their multifaceted roles in the administrative, HR, and business partnership.
David Ulrich’s model of HR Roles defines the HR department as needing 4 major roles. Experts in Administrative roles, Employee Champion roles, Change Agent roles and a Strategic Partner. He also emphasizes that the admin / employee champion focuses more on the day-to-day and operational tasks, whereas the Strategic Partner and change agent focuses on the Future and Strategy. The model also shows the link between Admin and Strategic Partner being heavily process influenced whilst the Employee Champion and Change agent focuses on the people aspect (Shingal,2019).
However, it is important to identify that not all businesses would be able to adopt the Ulrich model and HR roles directly, therefore some may choose to opt for the more traditional method of HR service Delivery.
Traditional HR Delivery Structure
This approach tends to be most popular in Small to Medium businesses (SME)’s and Private sector companies. The structure is typically a single HR team of generalists, specialists and administration. The traditional resource approach takes a resource-centered perspective and looks after line managers and employees at different sites / business units. These teams are versatile in dealing with strategic and operational tasks demanding agility and generalized / specialist knowledge. This approach has shaped the HR delivery structure and is still found to be the most popular structure used within SME’s of 55% in 2016. (Taylor and Woodhams,2016).



4.0	BUSINESS ENVIRONMENTAL SCANNING TOOLS
Business Environment is an important factor that can influence people management (Price,2007). The variables in Business environments include:
1. Demographic environment
2. Economic environment
3. Physical environment
4. Technical environment
5. Political environment
6. Socio-cultural environment
(Business management ideas,N.D)
There are tools that Businesses can use to scan the external environment for changes. These include, SWOT, PESTLE, PORTERS 5 FORCES. There is, however, advantages and disadvantages for using any of these tools. These are further explored below.
SWOT Analysis
A SWOT analysis is a planning tool which seeks to identify the strengths, weaknesses, opportunities and threats involved in a project or business. It's a model for matching an organizational goals, program’s and capacities to the environment in which it operates within (CIPD,N.D). It looks at both internal and external factors.
Figure 4. Advantages and Disadvantages of using SWOT
	[bookmark: _Hlk534832473]Advantages
	Disadvantages

	Allows to discuss non-conformist issues
	Irrelevant information gathered

	Offers insight for Strategic Planning
	Limited to person(s) who know the business well enough to carry out analysis

	Promotes Discussion
	

	Cost-effective	
	



	
	
PESTLE Analysis
The PESTLE acronym stands for P for Political, E for Economic, S for Social, T for Technological, L for Legal and E for Environmental. Its purpose is to give Company’s a bird’s eye view of the whole environment they are operating in from many different angles, or whilst a Company is contemplating a certain idea plan to launch a new project/product or services (PESTLEanalysis,2018).

Figure 5. Advantages and Disadvantages of using PESTLE
	Advantages
	Disadvantages

	Provides a deeper understanding of the environment in anticipation for the future
	Analysis based on assumptions

	Offers insight for Strategic planning
	Does not take internal factors into account for analysis

	Analyses markets and non-market factors
	Requires a large amount of information for analysis.



PORTERS 5 FORCES
The Porters 5 forces tool is used for understanding the competitiveness of your business environment, and for identifying your strategy's potential profitability. It looks at 5 external factors affecting the industry competition. These are: Supplier power, buyer power, competitors, threat of new entry and threat of substitution (Mindtools,N.D).

Figure 6. Advantages and Disadvantages of using Porters 5 forces
	Advantages
	Disadvantages

	Specific to industry market factors
	Does not consider non-market factors

	Used to gain competitive advantage
	Out-dated model in relation to globalization, in need of revision.

	Provides data for forward planning
	


	

5.0	HR’s Role in Business Strategy
What is Strategy?
There are many different definitions and interpretations of business strategy.  Michael Porter’s view, from Harvard Business School, is that strategy is needed to define the businesses unique position and communicate it with the stakeholders of the business. Strategy should determine how the businesses assets such as resources, skillset and competencies combine to create competitive advantage (Mindtools,N.D).
Henry Mintzberg argues that older style strategic planning was mainly focused on numbers, linearity and analysis. Whilst strategic management is the patterns, relationships, intuition. He refers to strategy as ‘crafting’ opposed to ‘planning’ (Kew and Stredwick,2010).
[image: ]Figure 4. The Kepner-Tregoe Strategy Formulation and Implementation Process Model



5 Stages of Strategy Formulation
· Stage 1 – Gathering Intelligence and Analysis
Stage 1 of strategy formulation involves gathering information to build a foundation or starting point of the strategy by analyzing the information gathered to assess business position and market environment.
HR’s role during stage 1 would be to partake in the gathering of information and business data such as internal data (HR analytics) and external data 
· Stage 2 – Strategy Formulation
Stage 2 of strategy formulation involves drawing a meaningful strategy conclusion from the information gathered at stage 1 and providing a vison/goal for the Company.
HR’s role during stage 2 would be ensuring HR has a seat at the table for input on the business strategy from a HR perspective i.e. Impact on stakeholders, credibility, CSR, and accountability.
· Stage 3 – Strategy Implementation Planning
Stage 3 involves the planning process on how the business strategy will be delivered to stake holders.
HR’s role in stage 3 would be heavily involved in project management. HR would allocate resources to execute the activities involved with the implementation of strategy i.e. communications, Line Manager involvement etc.
· Stage 4 – Strategy Implementation
Stage 4 involves the execution of the strategy plan and integration of the new strategic direction within the business.
HR’s role in stage 4 would be managing the change process. 
· Stage 5 – Strategy Monitoring and Updating
Stage 5 involves monitoring the new strategy and business performance. It also involves updating where necessary in line with changing factors to the environment and business demands.
HR’s role in stage 5 would be to provide business data in relation to business performance and feedback from stakeholders on strategy implementation process for any changes needed in the future. (Kepne-Tregoe,2008)
In relation to business strategy, it is also important for HRM to integrate HR Activities in line with Business Strategy. The way HR can integrate activities would be vertically or horizontally. Vertical integration refers to HRM linking activities with the Business strategy and the wider business context i.e. external environmental influences such as economy, politics, social, legal, ethics and technology. Whereas, Horizontal integration refers to the best fit for HR policies and practices. They are essentially process driven opposed to strategically driven (Marchington and Wilkinson,2005).









5. Business Performance and Using Business Data for Forward Planning 
5.1 Measuring Business Performance
Measuring and monitoring business performance will be different in different sectors i.e. In the private sector the measurements would be based on profit and efficiency whereas the public sector may focus on efficiency and stakeholder satisfaction, along with the 3rd sector where value for money and efficiency would be the measurable factors of business performance.
It’s also a good way to link activities with vision and strategy and measure the value of those activities. Methods of measuring business performance include:
Financial accounts
Reviewing financial information against financial targets set. A review of financial performance can help businesses reassess goals and plan effectively for improving the business. You can measure business performance on how well they are performing financially through internal management accounts, or even published accounts on the Companies House website. This information will outline whether the Company is in profit or loss and/or hitting the financial goals that have been set (Business Gateway, N.D)
Key performance Indicators (KPI’s)
Reviewing individual or team KPI’s are also methods of measuring Company performance. KPI is a form of data that reflects how well an organization is achieving its stated goals and objectives. Individual KPI’s are set in line with Company KPI’s and over-all strategy. To measure how well the Company is performing in relation to strategy and vision then business KPI’s and Individual KPI’s can be looked at to see where performance issues lie (Mindtools,N.D).
Balanced scorecard
The balanced scorecard is a strategic planning and management system which looks at non-financial aspects of corporate performance such as customer satisfaction and outcomes of business processes, to create a complete picture of how the company is performing with reference to the wider factors such as the business stakeholders, internally and externally (Marchington and Wilkinson, 2005).
5.2	Business Data and the Role of HR
The role of HR in measuring Business performance is providing data in relation to the above and using it for making informed decisions, planning purposes and to ensure the business sustains good performance. To add value to businesses, HR must increase its use of data relating to business impact as opposed to process operation and to provide insight rather than just information. Using the employee data, we have collated in a different way can result in HR adding much greater value and generating increased credibility amongst the senior management team. By using data more effectively, HR can enjoy closer links with finance and the budgetary planning process, more accurate people data (Kemsley,2012).

The two different types of Data that HR could provide are external and internal contextual data.
External Data 
· Environmental Trends in HR
This type of data can be sourced from regulatory reports such as the CIPD. Also, useful sources such as the Deloitte report and Harvard Business review.
HR can use this type of external data to spot current and predict future trends in the environment i.e. flexible working, gig economy, to help determine what plan HR can incorporate into strategy to be competitive.
· Competitor Benchmarking
This type of data can be sourced from recruitment agencies i.e. salary comparisons, online sources such as Glassdoor for salary information and staff reviews. Companies house can also be used to benchmark turnover/profit information. HR can use this type of external data in reviewing staff pay structures and improvement plans to keep up to date with competitors in the market. HR can also look at what staff are saying about competitors’ culture and work conditions on Glassdoor to benchmark against in house staff survey results and incorporate into the business employee engagement HR activities.
· Government Data
This type of data can be sourced from government websites and regulatory bodies such as ACAS for information such as rises in National Minimum Wage (NMW) and National living wage (NLW), new employment legislations and updates in EU regulations such as GDPR. HR can use this data to aid in financial planning in helping to determine what effect a rise in National Minimum and Living Wage will have on the business by looking at the current number of employees on the NMW and NLW pay scale and analyzing the future cost of the workforce in line with the increase.
Internal Data
· HR Metrics - Staff turnover figures
This type of internal data can be sourced from payroll systems or Human Resource IT Systems (HRIS). HR can use this data to look back on previous years to compare turnover figures also in line with current and previous strategies to see what affect the change in business strategy may have on staff turnover. HR can also delve deeper into the specific roles / departments of the business to see where the highest level of staff turnover is and look at employee exit interview information to gather specific qualitative data on the reasons that staff are leaving.
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