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Understanding the Business Context of Human Resources
Activity 1
Ateb Group has 130 employees operating in the third sector, it is not-for-profit and is registered as a social landlord operating on charitable rules.  It is a co-operative community benefit society regulated by Financial Conduct Authority.  Ateb provides affordable homes with a high level service to its tenants.  Complementary services include, money and benefit advice, supporting people, technical and maintenance support and customer service dealing with day-to-day enquiries. 
Ateb has two subsidiaries; one in the commercial sector, the other operating on charitable rules with the overall purpose of ‘creating better living solutions’ for the people and its communities.
Ateb is highly regulated by the Welsh Government, Parliament and Community Housing Cymru.  It has a small selection of shareholders who have proxy to vote at the annual general meeting otherwise limited authority.  Ateb has a voluntary Board of Management focussing on strategic direction, growth and investment risks operating within the Welsh Government’s Regulation Framework.
Bluestone is significantly larger employing 700 people operating in the private sector as a limited company within the hospitality and tourism tertiary sector providing luxury holidays.

As a private company with over 250 employees it is required to report data to the Government under the Equality Act 2010 (Gender Pay Gap) Regulations 2017, it is registered with Companies House otherwise there is little regulatory burden.  Greater scrutiny is envisaged with the introduction of the Companies (Miscellaneous Reporting) Regulations 2018 on corporate governance arrangement in their director’s report providing a formal code (FRC, no date).
Taylor and Wilkinson (2016) observe HR practices can be carried out similarly to one another in all types of organisations there are three major economic sectors; private, public and the third sector.  Significant differences are business objectives, agendas and strategies as well as diverse commercial and regulatory differences.
Ateb’s HR function operates in a peripheral role and is not represented at senior management level the HR Professionals are unable to add significant value at a strategic level.  Ateb has increased formal performance management and employee welfare initiatives therefore it operates similarly to the public sector rather than the commercial private sector (Taylor and Wilkinson, 2016).  
Ateb subsidiaries are small therefore administration of HR, L&D and payroll functions are centralised with its parent company Ateb in a shared service arrangement.  Strategic alliance exists with both subsidiaries and Local Council.  Consultancy advice such as employment law and fundamental projects such as benchmarking are outsourced.

Organisations within the private sector and of Bluestone’s size vary to how powerful the HR function are managed, Bluestone has a Director of HR assuming a higher profile to Ateb strategically (Taylor and Wilkinson, 2016).  Decision-making is proactive compared to Ateb as the HR Director is on the Executive Board.  Bluestone’s HR function is centralised similar to Ateb with HR generalists in the main sharing services such as payroll, outsourcing employment law advice to solicitors. 
The main difference is Ateb is not-for-profit, investment in employee engagement is limited due to the social element whereas Bluestone is commercial therefore transformational approaches are invested in as with their well-being programme with a designated Health and Wellbeing Advisor (Slade, 2016).
Ateb and Bluestone organisational design both characterises a bureaucracy as it is hierarchical and specialised (Huczynski and Buchanan, 1991) with a Chief Executive, departmental Directors, Managers and Line-Managers operating separate functions similar to the civil service.  Advantages are specific skills and experience in each function and a disadvantage is poor communication between inter-departments however, collaborative working between departments on projects is encouraged (Woodruff, 2018).  Huczynski and Buchanan (1991) cite the key feature of a bureaucratic organisation is rules allowing guidance and structure determining employees’ behaviour. 

Ateb is externally focussed recruiting people from outside Ateb with experience and skills gained by other organisations.  Ateb is currently evolving, undergoing a cultural change and the Chief Executive wishes to become internally focussed developing internal labour market promoting from within (Taylor and Woodhams, 2016). Bluestone’s culture is internally focussed with vast opportunities of promotion from housekeeping to sales team then to team leader (Slade, 2018).
Ateb’s culture is referred to as DNA focussing on trust, togetherness and empowerment.  Ateb’s approach is learning from each other’s experiences thus to be innovative and flexible to situations with a leadership hierarchy that allows employees to experiment to achieve (ateb, no date).
Ateb is mainly transactional through implementation of organisational design and development it is aligning people to Ateb’s strategy, the structure and systems in which it operates.  Thus, the culture they work in motivates employees and appropriately rewards through development therefore to be transformational (Roberts, 2016).  The long-term strategy is to delayer management hierarchies thus to empower creating positive engagement sharing ideas and inspiring employees (Taylor and Wilkinson, 2016).
An organisation’s structure is fundamental to how HR functions and the impact it has on the business strategy aligning resources embedding its culture.  Modern structures support shared services using technology, centres of expertise and business partners, generalist roles under leadership and specialist roles within a corporate function pushing initiatives through.  These are likely to be matrix environments with decision-making either centralised or decentralised.  These factors directly impact on how an organisation attracts, retains and engages employees (no author, 2017).
In order to implement corporate strategy effectively the HR structure must match the organisation’s structure thus Ulrich’s business partner model allows a closer relationship between the HR function and the organisation (Stritesky, 2014).
Non-hierarchical structures such as matrix and virtual organisations together with flexible firms provide agility allowing an organisation to respond to the external environment.  Matrix is highly customer responsive and controlled, virtual is highly collaborated forming partnerships with dispersed employees using technology, and flexible firms are a mix between both.  Each structure has benefits; employing surplus staff through seasonal peaks, offering short-term contracts, flexible employment patterns, use of temporary employees, outsourcing, hiring for specific projects buying in expertise to meet customers’ needs and cost-efficiency.  On reflection there are numerous challenges for HR Professional’s such as high turnover, offering job security, skill and capability gaps as well as ethical and legal considerations (Roberts, 2016).
Hierarchical structures are either functional, geographical or customer-based.  Ateb operates within a functional bureaucratic structure, the chain of command is clear but operates with functional silos creating barriers resistant to change stifling innovation.  Each function protects its own interest, communication is poor and collaboration and cooperation between departments is limited (Sessoms, no date).

Line-managers are urged to become transformational leaders as the delivery of HR has shifted, organisations have outsourced transactional HR activities and line-managers are expected not only to manage their staff but to demonstrate HR responsibility. HR Professional’s need to be active role models to line-managers; this can be achieved through enhancing their ability, motivation and opportunity utilising the (AMO) Model (CIPD, 2017).  Further facilitating upskilling line-managers; providing a strong supportive framework, educating on the behaviours required, ensuring the right environment and culture to exhibit such behaviours.  Collaboratively work as business partners allowing the opportunity to respond and provide solutions on HR issues.  To ensure high-performing teams, line-mangers need to be well managed and have full senior stakeholder endorsement.  Establishing relationships allows the development of long-term strategies and solutions in a proactive approach rather than reactive which will have direct impact on the bottom-line (CIPD, 2018).  
Ateb is training and developing line-managers to be more involved with HR functions; job design, decision-making and effectively managing day-to-day HR enquires.  When recruiting new line-managers selection is based on their HR orientation and displaying the ‘fit’ with Ateb’s culture and values (CIPD, 2017).
CIPD (2018) state there is not one HR management strategy that will deliver success as organisations will have their own unique strategy specific to their culture and objectives.  HR Professional’s will utilise their expertise, analytics and organisational insights to design human capital chains reflective of stakeholder demands determining HR and business strategy. 

CIPD (2016) highlight HR’s need to innovate itself in order to remain relevant and visible as the workplace evolves using technological and analytical capabilities to achieve HR transformation moving an organisation forward.  HR specify cost management, talent management, productivity and innovation as top priorities.

Becker et al. (2001) refer to the HR scorecard when implementing, managing and facilitating HR as a strategic asset. It follows the same principles as the balanced scorecard and emphasises the balanced presentation through the analysis of data (Beatty et al. 2003).
Strategies in organisations vary (Taylor and Wilkinson, 2016) refer to rational, emergent and symbolic approaches:-
Rational well-known as classical; considers the internal and external environment formulating goals and objectives by senior managers using techniques such as SWOT or PESTLE analysis.  Taylor and Wilkinson (2016) reasons HR managers can clearly see the organisation’s key strategic objectives when using a rational approach. Torrington et al. (2005) view strategy as a process rather than a rational and top down approach.

Emergent well-known as logical incrementalism relates to strategy incrementally emerging, steps are logical and consistent; managers are given goals formulating strategy as situations arise.  
Symbolic well-known as radical refers to strategy formulation retrospectively therefore ascertaining what works best thus implementation derives first.

Taylor and Wilkinson (2016) identify emergent and symbolic are less straightforward to understand as strategic priorities are likely to evolve in the future.

Taylor and Wilkinson (2016) believe Mintzberg 5 Ps; Plan, Ploy, Pattern, Position and Perspective based on a contingency model of the above three approaches is the most suitable for formulating business strategy.  Torrington et al. (2005) consider strategy is formed rather than formulated interchangeable by events, opportunities and actions of employees identified in retrospect not necessarily by senior management but influenced bottom up.
PESTLE is valuable to build effective strategy allowing solutions to be formulated exploring best opportunities in order to achieve organisational objectives.  It allows HR to assess risks enabling them to see the bigger picture providing insights to external influences and to plan for the future identifying research needed, understanding the context for change, it effects decision-making and the potential for additional costs (CIPD, 2018: PESTLE analysis, 2016).  
HR strategy is an incremental process influenced by HR practices concerning improving performance and competitive advantage observing organisational politics integrating with business strategy.  HR policies need to support the goals of the organisation considering the external fit thus to be vertically integrated.  It also requires to exhibit internal fit thus horizontally integrated achieving high levels of compatibility supporting one another between policies and HR strategy (Farnham, 2015).
Boxall and Purcell (2011) note to have effective HR strategy is to have a greater degree of vertical and horizontal integration therefore a policy which wishes to attract self-motivated employees is in contrast to an incremental pay system which does not have an incentive element.
The contribution made by HR to achieve an organisation’s objectives is between best-practice thinking and best-fit thinking (Taylor and Woodhams, 2016).
HR practices and approaches aid in achieving competitive advantage therefore linking best practice between HR activities and business performance as long as the best policies are selected.  This can be tested if employees’ interests are incorporated (Boxall and Purcell, 2011).  The best practice bundle refer to employees’ commitment and involvement, investment in training, harmonised terms and conditions together with individual reward systems.
‘Best fit’ well-known as the ‘contingency theory’ refers to no single model of HR strategy instead a mix is pursued as one alone will not suit all circumstances and a number of strategies may be suitable.  CIPD (2015) support this belief; it depends on organisational structure and its customers as to how the HR function is structured.  There is a growing recognition of the importance of people this approach follows a logical rational process where business objectives cascade top down through the functions where departments propose a strategy enabling the functional strategy to be achieved (Torrington et al. 2005).  Bratton and Gold (2017) identify Beer’s model of human resource management where managers are encouraged to produce HR strategy considering stakeholders interests and situational factors. Beer recognises there needs to be a ‘fit’ between competitive strategy and internal human resource management.  HR managers have for many years relied on the use of contingency thinking to align HR strategies with business strategies (Taylor and Wilkinson, 2016).  

Porter’s model is another approach which an organisation can gain competitive advantage recognising three alternative strategies; cost leadership, differentiation and focus.  To gain competitive advantage it is best to focus on one strategy pursuing this strongly critics believe in a modern environment all three be pursued.  From HR’s perspective the policies and procedures needing to be in place are different therefore if cost leadership is pursued the HR strategy focusses on reducing salaries which impacts on recruitment, retention and morale (Taylor and Wilkinson, 2016).
More recently, ‘human capital’ is seen as the driving force in formulating strategy reflecting the resource-based view (Torrington et al. 2005).  It relates to the experience, skills, judgement and the intelligence of employees and managers developing HR practices and policies creating competitive advantage in this way adds unique value which is difficult for other organisations to replicate.  This could see an employee whose significance is so great to the organisation that they could not afford to lose them to their competitor (Taylor and Wilkinson, 2016).  Traditionally, policies and practices were used to shape employees.
Activity 2

PESTLE Analysis

The PESTLE analysis was undertaken by Kate Houston and Joanne Thomas of Ateb Group, and Lowri Davies of Bro Myrddin Housing Association, as allowed in the assignment criteria. Additional analysis for Ateb Group only was completed at a later date by Kate and Joanne  and updated accordingly. 

	Area
	Description
	How affects organisation
	Impact on HR Function

	Political
	Pembrokeshire has been allocated circa £1.5m for the year and draw down 58% of SHG for each development (Cole, 2018).

	Pressure to secure financial lending to make the difference between SHG and lending rates. Uncertainty with Brexit and higher interest rates in the future (Ateb, no date).

	Could lead to building less therefore redundancies in the development team, redeployment could be likely.

	
	Potential of merging housing associations (Ateb, no date; Barker, 2018; BBC, 2016)
	To add value to be competitive.  
	Redundancies, redeployments, organisational design exploration.  



	Economical
	Introduction of Universal Credit (UC) (Ateb, no date; Hickman, 2018).
	As all new claimants will be migrating to UC, most of our residents will receive their housing payment directly into their bank accounts. Previously, Housing Benefit has been paid directly to the HA and this amount of money was expected monthly. HAs will need to chase this directly from the tenants as there is potential for increased rent arrears.
	A new system has been developed by the Department of Work and Pensions, HR need to ensure that Housing Officers and Customer Services are fully skilled in UC systems. 


Job creation of debt collectors, extensive training for current Welfare & Benefit Money Advisors and potential expansion of the team’s resources long-term.

	
	Current economy
	The position of the economy can affect the organisations hiring pool. Workers don’t want to leave secure jobs and others may not have the correct set of skills and abilities to meet the job role (CIPD, 2018)
	HR needs to be prepared for downfalls in the economy and have a plan in place to overcome it. HAs to put a strategy in place for workplace planning.

	
	
	Brexit – Welsh Government receiving European Funds for training and fixed term positions. HAs unsure of the future (Ateb, no date; Department for Business, Energy & Industrial Strategy, 2018) therefore may need to factor increased costs of training and funding for fixed term jobs currently created by EU funding or be willing to pick up surplus costs for training/employment received in this way themselves.


	Time to be dedicated to locating training providers that can provide training at affordable prices. Working collaboratively with HAs to share training costs and develop a relationship for other potential areas.

	Economical
	Current economy
	Brexit – uncertainty can see increased interest rates which will affect lending rates (Morris, 2018), increased competition for land and increased costs to the supply chain of primary materials when building new developments and contractors’ tenders.
	Could lead to building less therefore redundancies in the development team and across the entire organisation is likely.  Redeployment options should be explored.  HAs will need to retain employees (as they are likely to seek secure employment elsewhere) therefore the HA will need to ensure they are offering competitive and comprehensive benefits and employee engagement initiatives. 


	Sociological
	Flexible working (Ateb, no date).
	With the increase of working parents/grandparents (BBC, 2017), the HA is having to be increasingly flexible to meet family-friendly demands and to be able to compete in a competitive market.

Work-life balance is a top priority for many people when seeking employment especially millennials. Applicants may overlook other benefits and prioritise flexible working (Kohill, 2018). HR function has had difficulty when recruiting some vacancies as many have requested flexible working but the HA has been unable to approve this request.  

	Re-evaluate culture of organisation and adapt procedures and policies in line with flexible working.  Specifically, look at family friendly policies for families with caring responsibilities.  Ensure fairness and consistency is maintained.

Re-evaluate job roles to increase flexibility in departments where appropriate ensuring equality. This will add value to the HA and HR practices and attract and retain the right talent. 

	
	Flexible working (Ateb, no date).
	Due to the nature of the organisation, it is difficult to offer flexible working for staff as there is a dedicated Customer Services team that are required to work the opening times (Nutland, 2018).

	Perceptions of unfairness may arise therefore HR should work with the department to develop a flexible working system to accommodate their service. HR to meet with similar sectors and organisations to gather best practice.



	Sociological
	Flexible working (Ateb, no date).
	Aging population (ONS, 2018).
	Data analysis to assess who in the HA has young families or aging families which would require alternative options.  Run projects and gather comparative data from other HAs. 

Succession planning in readiness for retirement spells and being internally focused through promotion/development opportunities. 


	
	Residents living longer (ONS, 2018).
	By having residents staying in properties for longer, there are fewer turnovers of homes for those on the Common Housing Register for Housing.
	HR need to look at the business strategy and consider if there is a greater need for sheltered housing, if so this would lead to an increase in recruitment for Scheme & Community Coordinators (wardens).



	Technological
	Automation, artificial intelligence, cloud technologies, self-service systems, exploring modern technology (Ateb, no date; Yarlagadda, 2017).
	Costs associated with keeping up to date with the latest technologies.

Introduced mobile technology for mobile-based staff i.e. Maintenance Operatives. No longer need to speak to Customer Service staff for ‘jobs’ as information sent directly through software.
	ICT department to attend relevant training and keep up to date with technological advances.  

Recruitment considerations for additional ICT support to support new systems. 

Training for staff to use new systems. 

Look at human capital verses virtual applications and how this will affect current workforce.  Would they need upskilling? 

Run projects to identify potential redundancies and re-evaluate job roles to ensure limited job losses.  Possible re-structuring and organisational design.

	Legal
	Brexit – employment laws (Ateb, no date).
	Employed/ employing non-UK national staff.

Removal/changes of European Directive laws following Brexit i.e. EU framework directive on discrimination


	Recruitment and retention may be necessary. (Non-UK nationals currently not employed by Ate).

HR to stay up to date on changes to employment law by attending seminars/training. If changes occur, ensure policies are updated and implemented effectively. 

	
	National, local and devolved regulations (Ateb, no date).
	Constantly changing; changes can affect how HA can operate.
	HR to stay up to date on regulations to be aware of any impacts on the HR function.

Developing the HR strategy to meet the requirements of the ever-changing business strategy.



	Environmental
	Global warming.


	Switching to sustainable resources and consider ethical sourcing whilst maintaining cost efficiency (Cole, 2018).
	Adequate training for the development team on sustainable and ethical options.

	
	Affordability
	Welsh Government have scrutinised Housing Associations on how they’re able to ensure that their housing is affordable to all their residents. This includes sustaining homes by fitting efficient heating and solar panels on new developments to reduce fuel poverty. This leads to a higher cost to the organisation at the beginning, which requires more funding but will lead to reduced bills for residents (Cole, 2018).


	HR to invest in seeking advice from consultants that can provide sustainable advice to the organisation. 



	Environmental
	Corporate environmental responsibility
	Ateb’s duty to be environmentally ethical and abstain from damaging natural environments (John, 2018).
	Ethical and environmental implications should be considered in relation to HR practices and policies. Changes to environmental priorities to be updated in policies i.e. use of plastics. HR to be role models of being environmentally friendly.




SWOT Analysis
The SWOT analysis was undertaken by Kate Houston and Joanne Thomas of Ateb Group, and Lowri Davies of Bro Myrddin Housing Association, as allowed in the assignment criteria. Additional analysis for Ateb Group only was completed at a later date by Kate and Jo and updated accordingly. 

	Strengths
	Weaknesses

	· Supporting the Welsh Government target of developing 20,000 affordable homes (Sargeant, 2016) between May 2016 – May 2020, by developing 245 homes from May 2016 to date.

· Achieving regulatory standards 

· Good partnership with stakeholders and customers

· Comprehensive learning and development programme

· No other housing associations operating in Pembrokeshire

· Low staff turnover 

· Comprehensive and competitive benefits including flexible working

· Financially credibility

· Well established housing association with excellent track record

· Regularly benchmarked salaries at median range, including yearly CPI increase. 

· Achieving KPIs across departments

HR Impact

Continue to ensure the L&D programme, benefits and benchmarking is delivered effectively to maintain morale and engagement. 
	· Staff are generalists, covering a range of areas.

· In a small geographical area

· IT infrastructure is unable to develop and grow at the Ateb’s changing culture. 

· We do not promote our strengths enough

· We do not build our brand reputation on social sites enough

· Analytical data needs exploring to produce better reports to Board in the future.

· Communication between departments needs improving

HR Impact

Consider training opportunities for social media.

Assess the potential to recruit a Marketing/ Communications role. 

Assess if specialists role are required in-house or if outsourcing would be more relevant. 

Consider team building opportunities to improve communication and interaction between departments. Work on communication style during change culture process. 

	Opportunities
	Threats

	· Automation of job roles

· Job creation

· Latest technology advancement. 

· Agility in the workplace

· New board members with a fresh mind set and key skills

· Continuous stream of new development opportunities

· Rent increase set by Welsh Government

· Developing a strong group structure to enhance competitive value

· To explore acquisitions and shared services contracts.

· Collaborative working with housing associations and local authority i.e. L&D.

· Building reputation by achieving awards.

HR Impact

Redundancies may be necessary in the event of job automation.

Explore shared services/ outsourcing opportunities.

Explore HR awards available to apply for.

Network with housing associations and local authority to engage in collaborative working i.e. L&D.


	· A small HA in Wales. Many others in the area have merged.  This is being encouraged by the Welsh Government (Barker, 2018; BBC, 2016).

· UC – housing payments being made directly to residents therefore potential for increasing rent arrears (Hickman, 2018).

· Increased competition.

· Changes to Social Housing Grant and Private Funding 
· Brexit – uncertainty in financial and housing markets – changeable environment.

· New Welsh Government regulations

· New H&S regulations

· Insufficient measure (data and insight) failure to understand operating efficiency

HR Impact

Redundancy, TUPE and redeployment may occur in the event of a merger. 

Training for welfare reform updates i.e. Universal Credit. 

Change management process in event of re-structuring. 




Short report:

Strategic analytical tools PESTLE (Political, economic, social-cultural, technological, legal and environmental) and SWOT (strengths, weaknesses, opportunities and threats) have been utilised in a small group (three students in the same sector and similar sized housing association) therefore ensuring a methodical balanced approach on historical practices’ and future assumptions were explored considering the perceived threats or opportunities of Ateb and housing associations in Wales evaluating the external macro-environment (Downey, 2007).  

PESTLE analysis has been utilised to evaluate current market growth or decline, its position and future direction (Downey, 2007); this information was inputted into a SWOT analysis to ascertain the internal factors strengths and weaknesses and external factors such as opportunities and threats.   Albu (2014) identify Porter’s Five Forces Model is another useful tool to analyse external markets and to influence profitability however, PESTLE is sufficient.

In summary; the HR function has to deliberate on future redundancies and redeployments to sustain the uplift in costs as the development team may be over resourced or employee turnover reduced across Ateb.  An ethical threat is the impact on tenant evictions due to poor credit history, if this occurs who will provide housing at social rents (Hickman, 2018) this directly impacts on Atebs’ unique position in the market and reputation.  Welsh Government are pushing mergers to save costs thus Ateb need to remain competitive in the sector; failure will see shared services of functions and the likelihood of a merger.

High benchmarked salaries could decline due to market forces therefore to retain talent offering competitive benefits such as comprehensive pensions, employee engagement initiatives and workforce planning.  This is an opportunity to review resources and make workforce planning a priority.  CIPD (2018) identify deploying employees from areas of workforce surplus to fill potential gaps after retraining.  

Hickman (2018) states housing association’s should continue to deliver services such as debt counselling, money advice and employability support therefore re-evaluating  job roles to extend its service and retraining money and debt advisors to include debt management skills.

Ateb’s culture together with employee engagement initiatives and workplace planning require long-term consideration due to workplace flexibility.  HR requires comprehensive policies and procedures creating fairness and consistent approaches whilst developing succession planning due to the aging workforce.

Technological advancements concerning automation and artificial intelligence are essential therefore re-evaluating jobs offering specialised roles to ensure retention. Roper (2016) reflects HR must factor in all elements of the future workplace including human and virtual to incorporate an organisational design fit for the future.  CIPD (2018) reflect automation could reduce costs however; employee relations, ethical responsibilities and workforce consultation need to be considered. 

In conclusion AG will need to consider all stakeholder perceptions using PESTLE and SWOT analysis considering stakeholders’ views together with what Ateb does well to ensure a robust viewpoint of the strengths, weaknesses, and possible risks are considered as both techniques were completed by three students.  Alternative approaches to critical threats identified should be explored determining Ateb’s contingency actions after examination of the risks (CIPD, 2018).  Furthermore, rating low to high the potential impact to Ateb and developing a ‘what if’ scenario would be beneficial (Gray, 2016).
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