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[bookmark: _Toc500424271]Executive Summary 

The following report provides a critical environmental analysis of the broad nature of a Human Resources outsourced consultancy company, HCHR Ltd, based in South Wales. The report will look at the Political, Economical, Socio-cultural, Technological and Legal internal and external factors of the organisation, particularly focusing on the Technological advances.
Organisations today find themselves operating in an environment that is changing faster than ever before. The process of analysing the implications of these changes and modifying the way that the organization reacts to them is known as business strategy. 
‘Strategy is the direction and scope of an organization over the long term, which achieves advantage in a changing environment through its configuration of resources and competences’ (Johnson, et al., 2009)
A contemporary business environment brings new challenges affecting many aspects of management including one of its crucial features – Human Resource Management. This report will discuss the challenges of modern HRM and explain how they determine Human Resources Management Strategies and the possible impacts.  
This business report will:

· Evaluate and critically analyse the major environmental trends in HRM using a combination of PESTLE and SWOT analysis throughout, which will influence the organisation that is HCHR Ltd. 

· Identify the managerial and business environment of the organisation.

· Describe the impacts on the organisation’s corporate and HR strategic direction.

· Explain the conflicted views between a number of Human Resources models. 

· Explain the reasons for the choice of tools used to analyse the organisation.
[bookmark: _GoBack]
· Make appropriate recommendations for the organisation in order to improve or prepare for the future based on the findings in this report. 

This has been written using several different sources, including academic books, journals, articles and websites. 
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1. [bookmark: _Toc500424272]Introduction
[bookmark: _Toc500424273]1.1 What is Contemporary HRM?
Contemporary business environment brings new challenges affecting many aspects of management including one of its crucial facets – Human Resource Management. Challenges of modern HRM are: economic and legal environment, globalisation, workforce diversity resulting from both globalization and demographic change, technological development, changes in educational background of employees and in their expectations regarding working conditions. These factors directly and indirectly determine human resource management strategies and the possibility of their implementation. 
Human Resources Management is the term commonly used to describe formal systems devised for organisational activities.  Schuler (1992) defines HRM as “The understanding of all those activities affecting the behaviour of individuals in their efforts to formulate and implement the strategic needs of the business” (Hall, et al., 2012, p. 2) and John Storey states it “is a distinctive approach to employment management which seeks to achieve competitive advantage, the strategic deployment of a highly committed and capable workforce, using an integrated array of cultural, structural and personnel techniques” (Redman & Wilkinson, 2009).  
Organisations tend to use the PESTLE analysis as a fact-finding activity in order to establish the internal and external factors and outline the potential impacts this will have on the Organisation.  The PESTLE analysis focuses on the Political, Economic, Social, Technological, Legal and Environmental trends which can have an impact on an organisation and this business report will critically analyse an Organisation that is HCHR Ltd using PESTLE.

[image: Image result for michigan model]See Appendix A











See Appendix B
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2. [bookmark: _Toc500424274]Main Body 

[bookmark: _Toc500424275]2.1 Introduction to HCHR Limited 

	Founded by Heather Cooper in 2001 HCHR Ltd is an outsourced HR consultancy company established to support the goals and challenges of  clients by providing HR services that promote a work environment that is characterised by fair treatment of staff, open communications and personal accountability.  

[bookmark: _Toc500424276]2.3 An environmental analysis on HCHR Ltd 

Below is a critical PESTLE analysis on the major environmental trends seen to have affected HCHR Ltd and suggestions of how to improve HR strategy will be outlined throughout this report. 


Analytic tools used in this report: 

See Appendix C



















See Appendix D






















2.3.1 Political 

Brexit:

HCHR client base is from various sectors, the impact from Brexit has had a mixed effect. Manufacturing client staffing are reliant on EU workers due to the struggle of recruiting/retaining permanent staff within the UK. Having less staff reduces production which reduces profits, HCHR may face the client not being able to afford the costs of their services and decide to change HR strategy to in-house instead of outsourcing or national competitors. There are conflicting views on Brexit, the European Union believes UK are “in a state of disequilibrium” (Sergio & Bickerton, 2017), according to Jones (2016) the UK are ‘failing forward’.  However, it is also known, “Brexit will give the UK the opportunity to pursue its own free trade policy with the rest of the world and to escape the needless regulatory burdens of the single market” (The Conversation.com, 2017).

Taxation:

Usually when companies struggling with labour issues, HR is seen as a valued leadership partner. When things are going well, managers don’t always value HR (Cappelli, 2015).  The major issue HCHR faces is with a tax incretion comes affordability and client retention concerns.



2.3.2 Economic

Farnham, “The economy affected by government macro-economic policies, fiscal policy, monetary policy and its own economic activities” (Farnham, 2015, p. 19). A tailored approach should be adopted according to peaks and troughs in economy (Leatherbarrow & Fletcher, 2013).  “A definitive link between effective HR and its impact on increasing business profits has been proven following a major research project into the subject” (Peacock, 2008).   The global recession in 2008 negatively impacted on HCHR’s economic growth and subsequent redundancies were required, “unemployment of more than 200 million individuals, or 7% of the workforce” (Pettinger, 2017).  HCHR clients were predominantly in construction, bank foreclosures on loans left clients unable to afford to retain staff and  pay invoices. HCHR lost 5 key clients on the first weekend due to funds not being paid. 

See Appendix E


See Appendix F
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2.3.3 Sociocultural
Social Media:
The Future of Jobs report (January 2016), “socio-economic trends and disruptions to business/operating models of global companies have potential to change dynamics of global employment landscape” (Leopald, et al., 2016).  The appointment of a new younger Director in 2015, , raised the concern that HCHR had no social media involvement and limited SEO presence.  A strategic decision was taken to look at how clients wanted to be communicated.  HCHR developed clear marketing strategies and are now on all platforms, including the three main networks; Linkedin, Twitter, Facebook.  There are ways these social media platforms are defined. Karapanos, Teixeira, Gouveia refer to Facebook as an ‘online community’ whereas Smith et al. (2012) refers to the same site as a ‘social networking site’.  Linkedin is used as a professional network, since joining the platform HCHR obtained a key client; originally interested in a posted blog, directed to HCHR’s website, which lead to direct contact. HCHR now act as this Organisation’s HR Department, manages 400+ employees across four UK sites.  Conversely, The Guardian (2017) states, ‘evidence of social media being a health risk for young people is becoming apparent due to normal life pressures being demoralised by multibillion-dollar companies owning the platforms… “We need to ensure we’re still the ones using technology – and technology isn’t using us” (Haig, 2017). 
	Social Media Statistics (As of October 2017)

	· Total population worldwide - 7.6 billion

	· 3.5 billion users on the internet

	· Social media is currently actively being used by 3.03 billion users

	· Two or more social media platforms are being used by 91% of retail brands 

	· 81% of all small and medium businesses use some kind of social platform

	· There are an average of 7.6 social media accounts for each internet user 

	· Social media users grew by 121 million between the second and third quarter of 2017 – equates to a new social media user every 15 seconds



(Smith, 2017)


2.3.4 Technological

Transferring to Cloud:

Advance in technology plays a major part on organisations, creating new methods for processing data and how we communicate.  “The improvements created by technology mean that people and organisations must change to fully benefit advances” (Mathias & Jackson, 2010, p. 57).  HCHR have advanced technology and accessibility to ensure best practice; online timesheets, cloud based documents. Additionally, HCHR has partnered with an Absence Management Software Company.  The software helps keep track of LTS absence, performance management, absence patterns etc., to support employee management.  Absence triggers are set and HCHR act via alerts based on agreed triggers.  “Even though HR technology tools haven’t quite caught up, new approaches to performance management are working, increasing productivity and changing corporate culture.” (Bersin, et al., 2017, p. 7). 

Artificial Intelligence (AI):

 “Reports suggest 47% of people employed in US are at risk being replaced by machines, 35% of jobs in UK may be threatened –two thirds of jobs at risk of being robotic” (Grey, 2017, p. BBC). Some studies report robotics are due to replace HR professionals’ advice helplines rather than a human interactive service.   This would affect both HCHR and clients e.g.  Healthcare may choose robotics as automation of diagnostic tools.  HCHR is threatened with losing manufacturing clients’ due to replacing production workers with robots.   
A recent peer review article in Personnel Management, AI research business called Fast Future “estimated 35% of UK workforce is in a current job that is potentially at risk of AI, less than 5% of UK jobs could be fully automated, familiarising existing accessible technology” (Gyton & Jeffrey, 2017).  Researchers at Oxford University believe 47% of jobs could be completely replaced by AI within 17 years. Looking at the impacts on HR strategy, in a recent CIPD podcast, Nicola Millard asserts, “we are very good at making assumptions from patchy information, being innovative, creative, empathetic and caring negotiation.  All are incredibly difficult for machines to do” (Millard & CIPD, 2017).

2.3.5 Legal

 “The legal landscape of employment has expanded rapidly in 30 years and no sign that this trend will diminish” (Farnham, 2015, p. 23).  HCHR experiences legal realities when clients seek employment advice re complaints, appeals and tribunal claims.  A hot topic (2017) was the Supreme Court ruling that tribunal fees are unlawful.  The Guardian (2017), reports that the number of cases taken to employment tribunals until January 2017 had fallen by 70% since fees were introduced in 2013.  This is the underlying reason why fees were dropped in July 2017 as the Supreme Court ruled that employees had a fair chance of unfair dismissal claims and pregnancy discrimination. It is understood claims will rise, “particularly low value claims which were worth less or little more than actual fees” (Walsh, 2017).  The number of equal pay and discrimination claims is likely to increase due based on employees gaining better insight into pay differentials as a result of the reporting on gender pay gaps. Whilst the above is viewed by some as bad news, it’s seen to be a positive action for HCHR with increased caseload and the rise of tribunals raised, means more productivity and profit for the Organisation.   

Future challenges include the introduction of the GDPR in May 2018.  Private, voluntary and public-sector organisations employing 250 workers or more will be obligated to publish gender pay gap information for the first time.  Employers will be obliged to release employee pay related information including information on gender statistics of organisation’s pay distribution (Mou, 2016).  Rules around SARs are due to change, Organisations currently have 40 days to respond, when GDPR is introduced, all SARS must be responded within one month of the request.  This will create strain on HCHR, being a small company with little staff.   The fee is currently up to £10.00 for a SAR, this will also be eliminated. “Meanwhile, independent cyber security expert Orlando Scott-Cowley comments, if a business is already regulated, by the FCA or PRA, the number of required changes could be minimal” (Bennett, 2017).  HCHR will be required to review and data map organisations to include reviewing employment contracts and any data protection procedures to ensure it complies with the new GDPR regulations. 


2.3.6 Environmental 

HCHR doesn’t currently have any issues with the environmental trends due to being such a small organisation.  Please refer to ‘Recommendations’ to see how the current environmental factor of the organisation can be improved. 




3. [bookmark: _Toc500424277]Conclusion 
To maximize the benefit of the PESTLE Analysis, it should be used on a regular basis to enable the identification of any trends. The impact of a certain external factor may have more severe consequences for a particular division or department and the PESTLE technique can assist to clarify why change is needed and identify potential options. As with all techniques there are advantages and disadvantages to using it to help plan organizational strategy. 
See Appendix G: Advantages and Disadvantages of Pestle 
This analysis technique should be used in conjunction with other tools such as a SWOT and other strategy tools. The objective of using the PESTLE Analysis is to ensure that you have identified the important implications for your organization and that nothing key has been overlooked. 

4. [bookmark: _Toc500424278]Findings:

HCHR has faced the political pressures of Brexit facing the struggle of recruiting and retaining manufacturing clients’ staff.  Having less staff reduces production which reduces profits meaning that the client may not being able to afford the costs of HCHR’s services. Another political factor HCHR faces is taxation; with a tax incretion comes affordability and client retention concerns.  A tailored approach should be adopted according to peaks and troughs in economy (Leatherbarrow & Fletcher, 2013). 

The global recession in 2008 negatively impacted on HCHR’s economic growth and subsequent redundancies were required, HCHR lost 5 key clients on the first weekend due to funds not being paid. Positively, a strong economy, provides confidence to Investors which should encourage HCHR’s clients to invest in the HR strategic future plans. Technology is changing at a rapid rate, Haig (2017) believes that we should ensure we are leading the use of technology instead of technology leading us.  As a HR professional, to fail at this would cause an impact negatively by missing out on potential clients on social media whilst also missing out on the most recent legislation requirements by not keeping up to date with HR subscriptions re employment law etc. Studies report robotics are due to replace HR professionals’ advice helplines rather than a human interactive service. Healthcare may choose robotics as automation of diagnostic tools.  

HCHR is threatened with losing manufacturing clients’ due to replacing production workers with robots.   “The legal landscape of employment has expanded rapidly in 30 years and no sign that this trend will diminish” (Farnham, 2015, p. 23). As the Supreme Court ruled that tribunal fees are unlawful, whilst it is viewed by some as bad news, it’s seen to be a positive action for HCHR with increased caseload and the rise of tribunals raised, means more productivity and profit for the Organisation.   

PESTLE has been a useful analytical tool in this report, it is used to give help organisations, like HCHR with its macro environment to be able to undertake a SWOT analysis which will help organisations to identify possible impacts for HR and the organisation going forward.










































5. [bookmark: _Toc500424279]Recommendations 


· Political

	
3 Recommendations for HCHR to prepare for Brexit changes


	A workforce audit to assess who the new laws will affect, if any.  – If any employees have lived in the U.K. for a minimum of six years, they are entitled to British citizenship, which can have tax consequences for the employer and employee. 

	"Be connected; it's very important" - to make individuals aware the organisation is committed and supports them.

	Create a task force – this will assist in connecting employees’ skill sets.  The taskforce can act as an advisory capacity to the organisation’s/client’s management and assist with the communication.  



(Ballie-Stewart, 2016)


· Economic:

Following on from 2008 recession. It is important that HCHR does all they can to ensure they are prepared for the next growth decline and create preventions for this; ensure they have the right data to be able to adjust organisational policies based on economic conditions. HCHR should continue to treasure its client base to create loyal customers who truly value HR. 


· Socio-Cultural


See Appendix H

	5 Steps on how to improve HR strategy


	Treat employees like customers
	Make use of social media platforms to their full potential to make it easier for employees to learn about new job opportunities and gain intelligence about company cultures.

	Reverse Mentoring
	To make sure leaders understand the impact of culture.  Enable more junior employees to share perspectives with senior leaders, discussing the importance of a healthy environment, team-building opportunities and culture.

	Cross-functional team encouragement
	Ensure to promote flexibility, mobility, development and empowerment to be able to define HCHR’s culture or its clients’.

	Employee motivation
	Embed the importance of coaching, career growth and training rather than bonuses and starting salaries. According to the Deloitte Report, “today, more than twice as many employees are motivated by work passion than career ambition which indicates a need for leadership focusing on the workplace environment and culture”. (Deloitte, 2015)




“75% of companies are reporting that they have no engagement strategy, however 90% admit that engagement impacts success on a business”.

(Deloitte, 2015)







· Technological

The Vice Chairman of Deloitte encourages that organisations start to prepare for automation sooner rather than later, believes that strategic workforce and HR implications are being ignored (Roper, 2016).  An important aspect is to concentrate on upskilling existing staff, particularly in the manufacturing and healthcare sector.  Automation may steer organisations to focus and trade on those skills a computer cannot imitate; interpersonal skills, digital know-how, creativity, complex problem solving and management/leadership (Deloitte, 2014). This will help to create an agile workforce in HCHR.

· Legal

See Appendix I

	9 recommendation steps for HCHR to take to prepare for the General Data Protection Regulation (GDPR)


	Awareness
	Decision makers and key people of clients are aware the law is changing to the GDPR and to appreciate the impact this is likely to have.

	Information held
	All personal data should be documented; where it came from and who it is shared with. An information/data audit may be useful for HCHR’s clients.

	Communicating privacy information
	Review any current privacy notices and plan any necessary changes in preparation for GDPR.

	Individuals’ rights
	Review own and client’s current procedures to ensure they cover all individuals’ rights, including how to delete personal data or provide data electronically and in a frequently used format.

	Subject access requests
	Review procedures and update to consider how requests will be handled within the new timescales.

	Lawful basis for processing personal data
	Identify the lawful basis for processing activity in the GDPR.

	Consent
	Consider how to seek, record and manage consent, refresh existing consents if they don’t meet the GDPR standard.

	Data Breaches
	Ensure the right procedures are in place to detect, report and investigate a personal data breach.

	International
	For HCHR’s clients who may operate in more than one EU member state, determination of lead data protection supervisory authority is required.



(ICO, 2017)


















· Environmental

There is an increasing need for organisations to adopt formal environmental practices.  Green HRM has become a key business strategy, a business’ reputation can be improved by introducing this into their HR policies (Farnham, 2015). HCHR’s HR strategy aims to reflect and inspire the ambitions of the organisation and its clients, aligning with; Company Strategy, Values and Culture, addressing client’s needs, Identify and respond.


6. Appendices


Appendix A:


The Matching/Michigan Model of HRM (1984)
[image: Image result for michigan model]










The Michigan model represents the external and internal factors of HRM as a triangle. (Blogspot, 2012)

This model focuses on the harder side of HRM due to the the emphasis on “tight fit” between the HR and buisness strategy.  Available HR must be matched with jobs in the organization. The HR strategy takes the central stage of this, it must be calculative with the quantity of the HR required to reach the objectives securing the business.
(Msu.ac, 2016)

Appendix B:

The Harvard Model of HRM (1985)

[image: http://3.bp.blogspot.com/--_laXdUrC-E/UKeXUCj2RUI/AAAAAAAAAMM/e2VWgAz0nys/s1600/New+Picture+(1).bmp]
Unlike the Michigan model, this focuses on the softer side of HRM due to the emphasis on the fact that employees are equally important in influencing organizational outcomes like any other share-holder. 











Appendix C:

SWOT Analysis: 

“A SWOT analysis generates information that is helpful in matching an organisation’s goals, programs and capacities to the social environment in which it operates.  The ‘SWOT’ itself is only a data capture exercise – the analysis follows later”. (CIPD, 2015)

















Strengths: 

HCHR’s strengths are internal factors facilitating HR Strategy, our business model buys in high level skilled professionals that can service Organisations at a fraction of the price of employing a Senior full-time employee.
· Lean business model
· Low overheads

Internal strengths for HCHR: 
· Executive Leadership – support and promote HR strategic development 
· HR Staff Knowledge & Expertise – responsible for carrying out tactical duties 

Weaknesses:

HCHR are trying to improve use of technology within the business, Barlow (2013), “technology is advancing faster than the abilities of the people trying to use it.” There is a distinctive weakness in the use of technology within the organisation, E.g. use of HRIS systems, following our transfer to cloud storage. 

Opportunities:
Investment in branding and marketing strategy and online tools e.g. using Linkedin to its full potential, purchase bulk connect with competitor’s followers, to boost recognition by the industry that is targeted. Additional opportunities may exist if HCHR’s strong professional network that can be quickly tapped into in growing a client base.  (Cross, 2016).  CIPD survey report (2009), “Most organisations are increasing their use of HRO. Over the last five years, 20% report significant increases in HRO activity, and 44% report a slight increase in HRO activity. Only 11% have reduced their reliance on HRO” (CIPD, 2009).
Threats:
HCHR’s Unique Selling Point is providing a tailored service to meet client’s needs and budget.  However, the environment and marketplace that we operate is such that we are in competition with national market leaders with high marketing budgets. Their service is high client volume and low cost.


Appendix D:





















“Harvard professor, Francis Aguilar is thought to be the creator of PESTLE. The analytic tool is known as a widely used tool which assists the analysing of Political, Economical, Socio-Cultural, Technological, Legal and Environmental trends of an organisation” (Mindtools, 2017). The reason for the choice of PESTLE in this report, is to give the reader an insight, assisting organisations like HCHR, with its macro environment. Using PESTLE will identify potential strengths, weaknesses opportunities and threats which organisations will notice implications of in the foreseeable future.

Appendix E:

Economic growth in the UK, demonstrated below: 
[image: ]

(Robinson & Acemoglu, 2011). 

Economic growth has  a positive impact on the welfare of the economy, a  strong economy provides confidence to investors/strong currency dictating the country's economic trading prowess. However, Acemoglu (2011) states, “Growth, and inclusive institutions that will support it, will create both winners and losers” (Robinson & Acemoglu, 2011). 




Appendix F:
[image: http://welkerswikinomics.com/blog/wp-content/uploads/2008/02/growthmodels_1.jpeg]
Harrod-Domar Growth Model: suggests that economy’s rate of growth depends on:
 
· the level of saving
· the productivity of investment/the capital output ratio

(patanomics.com, 2017)







Appendix G:
Advantages:
· Provides a simple easily used structure for a business analysis. 
· Helps the reduction of impact and possible threats to the organisation. 
· Involves cross-functional skills and expertise. 
· Helps with the encouragement of developing a strategic way of thinking.
· Specifies a mechanism that enables the organization to identify and achieve new opportunities. 
· Enables the assessment of implications of entering new markets. 
Disadvantages:
·  Information could be used unnecessarily and can make it difficult for the decision maker. 
·  The process has to be conducted regularly to be effective, not all organizations make this investment. 
· Users must not accede to ‘paralysis by analysis’ where too much information is gathered and the objective of this tool to identify issues to act upon is forgotten. 
· Assumptions often form the basis for most of the data used, making any decision made based on data particular. 



Appendix H:

Recommendation for Political:

In order to prepare for Brexit, Jennifer Baillie-Stewart, Global Compensation and Immigration Practice Leader, recommends the following for HR which would also benefit HCHR: 

	
3 Recommendations for HCHR to prepare for Brexit changes


	A workforce audit to assess who the new laws will affect, if any.  – If any employees have lived in the U.K. for a minimum of six years, they are entitled to British citizenship, which can have tax consequences for the employer and employee. 

	"Be connected; it's very important" - to make individuals aware the organisation is committed and supports them.

	Create a task force – this will assist in connecting employees’ skill sets.  The taskforce can act as an advisory capacity to the organisation’s/client’s management and assist with the communication.  



(Ballie-Stewart, 2016)

Appendix I:

Recommendation for Socio-Cultural:

HR has an opportunity to make considerable amendments through recruiting.  It can re-inforce its clients’ culture and engagement levels through initial contact and potential candidates.  For HCHR to become an ‘Employer of Choice’, the organisation can also work on clear strategies to reflect this. (hrcloud, 2016)

	5 Steps on how to improve HR strategy


	Treat employees like customers
	Make use of social media platforms to their full potential to make it easier for employees to learn about new job opportunities and gain intelligence about company cultures.

	Reverse Mentoring
	To make sure leaders understand the impact of culture.  Enable more junior employees to share perspectives with senior leaders, discussing the importance of a healthy environment, team-building opportunities and culture.

	Cross-functional team encouragement
	Ensure to promote flexibility, mobility, development and empowerment to be able to define HCHR’s culture or its clients’.

	Employee motivation
	Embed the importance of coaching, career growth and training rather than bonuses and starting salaries. According to the Deloitte Report, “today, more than twice as many employees are motivated by work passion than career ambition which indicates a need for leadership focusing on the workplace environment and culture”. (Deloitte, 2015)




“75% of companies are reporting that they have no engagement strategy, however 90% admit that engagement impacts success on a business”.

(Deloitte, 2015)






Appendix J:

Recommendation for Technological:

“The level of fine will depend on the type of breach and any negative factors, should employers chose to disregard the GDPR, they will undoubtedly be penalised” (Thompson, 2016).  

	9 recommendation steps for HCHR to take to prepare for the General Data Protection Regulation (GDPR)


	Awareness
	Decision makers and key people of clients are aware the law is changing to the GDPR and to appreciate the impact this is likely to have.

	Information held
	All personal data should be documented; where it came from and who it is shared with. An information/data audit may be useful for HCHR’s clients.

	Communicating privacy information
	Review any current privacy notices and plan any necessary changes in preparation for GDPR.

	Individuals’ rights
	Review own and client’s current procedures to ensure they cover all individuals’ rights, including how to delete personal data or provide data electronically and in a frequently used format.

	Subject access requests
	Review procedures and update to consider how requests will be handled within the new timescales.

	Lawful basis for processing personal data
	Identify the lawful basis for processing activity in the GDPR.

	Consent
	Consider how to seek, record and manage consent, refresh existing consents if they don’t meet the GDPR standard.

	Data Breaches
	Ensure the right procedures are in place to detect, report and investigate a personal data breach.

	International
	For HCHR’s clients who may operate in more than one EU member state, determination of lead data protection supervisory authority is required.



(ICO, 2017)
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