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Abstract: Human Resources (HR) enables the organization to get the right people, in the right place, at the right
time, with the right skills, at the right price. Strategic
connections should be made between the organization’s
business strategy and the people strategy. Ensuring that
HR processes and policies are integrated will ensure
they are effective in supporting the achievement of the
organization’s strategic goals and drive strategic value.
Developing HR influence at a strategic level will enable
HR managers to transform the effectiveness of the HR
function.
This article explores key aspects of HR strategy development to enable HR professionals to focus on developing
their strategic thinking and developing practical plans for
implementing HR strategy in their workplace.
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Introduction
This expert insight article will review how human
resource (HR) managers should seek to make strategic
connections between the organization’s business
strategy and the people strategy. It will also review

how HR processes and policies can be linked to effectively support the organization with the result of driving
strategic value. This will be followed with a discussion
on how the influence of HR can be developed at the
senior level in the organization and how, in wielding
that influence, HR managers are enabled to transform
the HR 
function’s 
effectiveness. Finally, key aspects
of the HR strategy will be explored, from identifying
organization needs and priorities to defining situationspecific, integrated HR strategies that drive value for
key areas of the organization’s operations. This expert
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insight is written with HR professionals in
mind, focused on developing their strategic thinking and translating their learning
into practical plans for implementing an
HR strategy in the workplace.

Human Resource Management
The purpose of HR within the workplace
is to enable the organization to get the
right people, in the right place, at the right
time, with the right skills, at the right price.
Every aspect of human resource management (HRM), whether it is learning and
development, recruitment and selection,
or employment relations, requires that the
output of interventions adds values to the
organizational operations.
“Human resource management can be
defined as a strategic, integrated and
coherent approach to employment,
development and well-being for the people
working in organisations.”
Armstrong and Taylor (2014)
This involves adding value into the
eople who join the organization via
p
recruitment and selection of the right

candidate, investing in the individual’s
potential value by identifying, and developing his/her knowledge and skills, and
undertaking strategic HR activities such as
workforce planning, increasing employee
engagement, and reward strategies that
deliver return on investment. The success
of HR therefore involves balancing the
added value of both individual employees
and the organization as a whole to deliver
sustainable sperformance and organizational effectiveness through people.

The Impact of Human Resource
Management
Before exploring how human resource strategy can be developed, it is worth a nalyzing
the concept of HRM and its potential impact
upon the organization. This is necessary
because what HRM is, is in c onstant flux,
and there has been a shift from traditional
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personnel management approaches to the
emphasis of HR activity being focused on
the relationship between people strategy
and the business strategy. As a result HR
managers are now required to develop,
implement, and evaluate HR a ctivities in
order to provide the organization with an
appropriate and timely response to internal and external factors to contribute to
organizational performance.
HRM as a concept is a fairly modern
term in the field of management science
with modern HRM practice only coming to the fore during the 1980s. In many
organizations remnants of personnel management practice and industrial relations
are still present. HRM has developed as
a 
discipline in response to the need for
organizations to properly manage their

people as a resource, which can add value
to p
 erformance outcomes.
The development of HRM as a professional
discipline arose during the 1980s and 1990s,
although it is noted that many personnel
departments were merely relabeled and
individuals experienced job title changes
rather than a revolutionary shift in the practice of HR in their organization. HRM has
therefore been an evolutionary process that
may have begun with a simple relabeling
exercise, while at the same time experiencing a growing sophistication, supported by
a burgeoning body of research, which has
led to the enhancement and credibility of
the HR function as a strategic contributor
to organizational life. However, despite the
contribution of academic and practitioner
research, HRM is not a pure science but rather
a discipline driven by philosophy, because
when it comes to people practice there is
not one right way of doing things. There
have, h
 owever, been developing trends that
contribute to furthering the understanding
of HR methods and practices. The practices
have demonstrated that they can be relied
upon to improve the effectiveness of people
management and result in the enhanced
performance of individuals, teams, and the
organization as a whole. Although some
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evidence-based research exists, pushed by
the agenda of professional bodies, many
practices lack robust empirical research to
determine their usefulness.
The emergence of HRM as a discipline
has represented a significant but noticeable shift of the HR function away from
an 
approach that relied on the efficient
administration of people-related policies
and the caretaker of employee well-being.
Instead the focus has shifted to ensuring
the effectiveness of the people resource,
which is seeking to influence at board
level and b
elieves that it has something
to contribute in terms of developing the
organization’s strategic agenda through its
people resource. However, this strategic
focus comes with a warning that the associated “new” and “distinctive” practice is in
fact self-delusion and is perhaps little more
than a marketing ploy selling “old wine in
new bottles” (Bratton and Gold 2012).
The result of the machinations of the past
30 years is the emergence of a multifaceted
discipline with HR professionals subscribing
to diverging philosophies that makes pinning
down exactly what HRM is and a universal
definition of the concept complicated. On
the one hand, there is a section of practitioners who place an e
 mphasis on the human
in human resource and focus their practice
on activities that drive employee satisfaction,
education, motivation, development, and
reward. This is supported by the following
definition from Bratton and Gold (2012):
“Human resource management (HRM) is a
strategic approach to managing employment
relations which emphasizes that leveraging people’s capabilities and commitment is
critical to achieving sustainable competitive
advantage or superior public services. This is
accomplished through a distinctive set of integrated employment policies, programmes and
practices, embedded in an organizational and
societal context.”
Other HR professionals approach HRM
from a different perspective, whereby

they focus on optimizing the management of the resource in order to increase
the u
 tilization of the human capital (HC).
A definition from Storey (2007) emphasizes
this approach:
“Human resource management is a distinctive approach to employment management
which seeks to achieve competitive advantage
through the strategic deployment of a highly
committed and capable workforce using an
array of cultural, structural and personnel
techniques.”
Whether approach HRM from an HR or
HC approach, there is, however, a fundamental belief from both perspectives is that
the people resource that provides the competitive advantage to an organization since
the people that are employed by the organization can drive the organization’s success or destroy the organization in equal
measure. Furthermore, the people that are
employed by the organization are unique
individuals who cannot be replicated or
copied by competitors. Price (2011) outlines
this perspective by saying that HRM is:
“a philosophy of people management based
on the belief that human resources are
uniquely important in sustained business
success. An organization gains competitive
advantage by using its people effectively,
drawing on their expertise and ingenuity to meet clearly defined objectives. HRM
is aimed at recruiting capable, flexible and
committed people, managing and rewarding their performance and developing key
competencies.”

Soft Versus Hard Human Resource
Planning
There are two distinct models of HRM: soft
and hard. This is perhaps the main ideological
difference between different a pproaches to
HRM by HR practitioners, and significantly
affects the type of HR strategy that results
from HR strategy d
 evelopment. Hard forms of
HR strategy development will predominately
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focus on a quantitative analysis of the HR
requirements of the organization to deliver a
strategy that will ensure that the right number of the right type of people are available to
the organization when the organization needs
them. On the other hand, soft HR strategy
development is focused on the development
of a mutually beneficial employment relationship between e
 mployee and e
 mployer.
Marchington and Wilkinson (1996) described
soft HRM as:
“explicitly focused on creating and shaping
the culture of the organization so that there
is a clear integration between corporate goals
and employee values, beliefs and behaviours.”
Hard HR strategy development:
Is a logical and rational approach and predominately focused on cost management
■■ Is approached from a unitarist perspective, which emphasizes organizational
effectiveness
■■ Highlights an individualized approach to
employee motivation avoiding or minimizing collective bargaining issues
■■

Soft HR strategy development:
■■ Is concerned with activities that support
the human aspect of organizational life,
which deliver highly motivated, skilled,
and loyal employees
■■ Is pluralist, which is concerned with the
management of the employment relationship
■■ Concentrates on the community aspect
both inside and outside the organizational
system and in particular the contribution
of the organization to the wider society
■■ Is attentive to external and collective issues

Developing Strategy
The purpose of developing a strategy is
that it enables the organization to u
tilize
the insight that it has about the context in
which the organization operates in o
 rder to
make decisions about where best fi
 nancial
resources should be allocated. In a ddition,
the strategic planning process will result in

4

the development of policies and procedures
and how the workforce will be managed
going forward, resulting in the allocation

of roles and responsibilities of individual
employees. In many ways, strategy e
 nables
the organization to have clarity about where
it is going and make sense of where it has got
to. It is the management of strategy that enables the organizational leaders to respond
and adapt to what is happening in the wider
organizational context and the e
xternal
environment. Strategy is a contingent plan
of action focused on the delivery of a defined
goal. This plan helps the leaders of the organization to construct a framework by which
the business will respond to opportunities
and challenges and provides a system by
which decisions can be made, resources allocated, and job performance measured.
Porter (1996) defined strategy as:
“the creation of a unique and valuable
position, involving a different set of
activities.”
Porter’s definition suggests that the
 rganization is able to determine how to
o
create its own future, and can choose the
ground and rules upon which it will c ompete.
Each organizational activity results from
this initial act of creation and in an activity
system where each decision and action is
a result of a given strategy. These actions
are committed choices and are an essential
element of strategic development. Although
the tactical plan may detail the precise
actions that will be taken, the strategy itself
is about providing a coherent direction by
which actions can be taken and decisions
made. It is, by necessity, long term and
drives the organization toward a future
of sustained competitive advantage. The
process aims to scope out the parameters
of the organization’s chosen activities and
responds to the environment with the
allocation of internal resources within
the organization’s operations. Strategic
choices relate to specific politics, assets,
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and governance structures, and as such
once determined are difficult to change,
as opposed to tactical choices, which are
activity based and can be changed more
easily. Each of the choices made when
setting strategy, develop the framework of
the business model, and as such shut off
alternative avenues of choice. For example,
if the organization chooses to follow a
low-pay strategy, it by necessity closes off
choices regarding reward management and
becoming an e
 mployer of choice.
The strategy is also a recognition that the
decisions made by the senior leadership
team regarding strategic d
 irection will
impact the operational activities further
down the organization and the importance
that leadership values and behaviors have on
the direction, course, and decision-making
culture within the organization.

Strategic Human Resource
Management
In consideration of the previous discussion
regarding strategic choices, strategic HRM
(SHRM) is focused on making choices that
create a framework for the people management approach that the organization will
be adopting. Within academic discussion,
SHRM is considered to be a complex process that is in a constant state of e
 volution.
Theories relating to SHRM are plentiful,
in terms of both 
academic 
research and
ongoing commentary by practitioners.

SHRM developed as a result of b
 urgeoning
interest in the managerial approach to
HR during the early 1990s. It considers
how people can be managed effectively to
ensure they deliver the performance the
organization is looking for. This crosses a
number of b
ehavioral and social science
disciplines specifically in the realm of how
to drive the appropriate human behaviors
and attitudes required for the organization
to 
implement its strategic requirements.
This goes beyond simply the number of
people deployed and the job design and
examines how HRM will influence the

performance of individuals in order to
deliver the organizational goals set by the
strategy.

Why Do We Want a Written Strategy?
The development of a written HR s trategy is
the result of a recognition that strategic planning is an important component of HRM. The
written HR strategy provides documented
linkages between the o
 rganizational strategy
and the people s trategy within the organization. The strategic plan provides a written
guide to how people policies and p
 rocedures
will interact with the organizational a ctivities
to ensure that the organization can successfully achieve its performance goals.
It breaks down the organizational strategy
into HR-specific contributions and develops
a workforce plan alongside the financial
plan for the organization. For example, if
the organization is seeking to grow, the
workforce plan will explain the link between
the growth and the employment plans in
regard to full-time equivalent and capability requirements to achieve growth targets.
The people strategy feeds into the internal
strategic process, provides a communication tool for HRM planning, and provides
visibility of those plans in order to argue the
business case for budget r equests. Finally,
it enables the HR function to evaluate its
performance against plan and increases its
credibility as a c ontributor to organizational
performance.

The Context of HRM
Although much of what you read would have
you thinking otherwise, HRM does not take
place in a vacuum, unaffected by events and
actors outside of the HR department. Within
the internal organizational environment,
the HR manager must navigate a c omplex
social and p
 olitical s ystem. External to
the o
 rganization, the business environment is subjected to a number of different
environmental forces that can positively or
negatively impact upon the activity of the
organization and, in turn, the machinations
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of the HR function. Kew and Stredwick
(2013) defined the environment as:
“anything outside an organisation which
may affect an organisation’s present or future
activities. Thus the environment is situational—it is unique to each organisation.”
For the HR manager to operate effectively, they must increase their knowledge
of both the internal and the external business environment and, from that knowledge, develop considered HRM responses
in order to support the organization in
navigating any challenges and opportunities in order to achieve the stated strategic
goal of the organization. The environmental context will influence the ability of the
organization to succeed in its endeavor
to meets its strategic goals. Therefore, it
is 
incumbent upon the HR manager to
ensure that there is alignment between the
HR strategy, the business strategy, and the
environmental context in which the organization is operating.

Components of the Organizational
Environment
Since the organization is affected by the
wider environment in which the organization operates, it is essential that the HR
manager has a robust understanding of the
environment and environmental forces
that the organization can be subject to. Not
all forces will affect all organizations in the
same way, and not all forces are relevant at
all times.
However, like the rhythm and flow of
the tides, certain factors will become more
relevant at certain times and fall away
at others. Therefore, understanding the
environment is not a one-off activity, rather
a continuing monitoring of what is happening and adjusting appropriately to the
requirements of the context in the present
time. However, caution must also be given
to reacting to something that is happening today, which will not have a long-term
impact. Therefore, there is also a need to
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understand trends and movements in environmental factors when making decisions.
A broad perspective of the components
of the external environment include the
general and task layers of the environment, which is composed of stakeholders
external to the organization who though
not directly employed by the organization
have an interest in the organization’s success or failure. The general environment
is not specific to any one industry or business, the elements of which are relevant to
all organizations, although the impact may
be positive or negative depending on the
organization, and its activities. The general
environment elements are often represented by the acronym PESTLE, consisting
of the dimensions of political, economic,
social-cultural, technological, legal, and
environmental. These dimensions might
be local, national, or international, and the
resulting effects may be immediate or take
effect gradually over a period of time.
The task environment is more closely
associated with the organization’s 
direct
external environment and results in
industry- and organization-specific external affects. The dimensions that make up
the task environment are highly likely to
directly influence the operations of the
organization. The elements of the task
environment are competitors, customers,
suppliers, regulators, and strategic partners
(Figure 1).

The External Environment
Strategic business planning can b
enefit
the organization because it enables the
organization to predict the forces and

factors outside of the organization that will
have an effect on its operations. Trends in
the external or macro-environment factors can be tracked and monitored over
a long period of time. Most changes that
organizations are subject to are shaped

over a period of time, as a result of changes
in the external environment. For example,
the technological changes that have been
occurring since the 1970s, with the rise in
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Figure 1: Components of the Organizational Environment

digital technology have led directly to the
place we find ourselves in today in regard to
the political landscape, use of e
 -commerce
platforms, and mobile and s ocial platforms
for marketing. Although this could not
have been predicted in its entirety in 1970,
tracking the changes taking place over a
period of time alerted forward-thinking organizations to make changes to their operations to ensure that technological processes
were in place.
Of course the organization is not in control of what happens in the external environment; it is like a ship at sea, impacted
by the waves and the wind. However, in
understanding the currents and flows, it is
possible to navigate through any difficulties. The same is true of the organization.
Whatever forces may affect the business
environment, the organization can keep
abreast of changes and adapt over time. For

more unpredictable and sudden forces such
as terrorism, or natural disasters, organizations can still make contingency plans to
manage the unexpected if the worst were
to happen.

The General Environment
HR managers therefore need to keep abreast
of what is happening in the general environment, taking steps to keep abreast of
broad trends and conditions in the societal
context in which an organization operates.
This requires the HR manager to ensure
that they do not operate in a personal vacuum but that they have their finger on the
pulse of the world out there. This means
reading a quality newspaper or keeping
abreast of international, national, and local
news online or through broadcast media. It
also means keeping up to date with wider
trends through trustworthy information
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sources. The UK HR professional body, the
CIPD, regularly publishes updates on the
economy, labor market, and general workplace trends. Other HR professional bodies
around the world also publish research on
trends regularly. Other sources of information include government reports such as
demographic trends and economic updates
from various national and international
bodies such as OECD, UN, IMF, and the EU.
Becoming knowledgeable about trends that
are relevant to all organizations regardless of
industry or size is essential for the HR professional to have any credibility. If the HR
manager is to develop a robust and valueadding people strategy, they must be able to
explain how the strategy helps the organization’s response to the general environment
includes factors such as political, economic,
social, technological, 
legal, and environmental. Although these trends are outside
the ability of the organization to change or
alter the course of the trend, at least in the
short term, the people strategy must incorporate the effects of such changes in o
 rder
to develop into a strategy that responds
appropriately to upcoming challenges and
responsibilities. For example, the global
economy is currently in a growth cycle; for
most organizations this means that a period
of tight labor market will increase the difficulty in recruiting skills that are in high
demand. At the same time, shifting demographics caused by an aging workforce,
migration, and the increased participa
tion of women in the workplace offer new
challenges and opportunities regarding the
shape and d
 emands of the workforce that
is available to the organization. The most
obvious factor that impacts the operations
of an organization are economic factors.
An economic downturn can directly affect
the operation of the 
organization due to
issues with cash flow and revenue reduction caused by the loss of a major customer,
shrinking consumer spending, and cuts in
government spending.
It is also worth acknowledging that some
factors may be geographically specific,
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such as the shifting demographics and
migration occurring in the Middle East

as a result of the civil war in Syria. Such
changes can occur suddenly and can be a
calamity in regard to the immediacy and
size of the impact on organizational operations. It may result in issues with suppliers,
the failure of a key customer base, personnel issues due to employees trying to deal
with personal misfortune, or the loss of
organizational property.
From a systems perspective, the flow of
impact isn’t all one way. Organizations can,
over a period of time, have an impact on the
general environment. For example, if we
consider the impact that technology companies such as Microsoft, Apple, Google,
and Facebook have had on the way in
which economic activity is conducted and
on the shape of the workplace, work that
is now available, and the society in which
we live, the long-term trend demonstrates
how products and services have changed
the world. Consider also the impact of the
banking industry on the world economy
in 2008. The collapse of Lehman brothers
led to a precarious situation, which almost
brought to an end the world economic system. Although this calamity was avoided,
the political, economic, and social impact
that resulted is still being felt almost a
decade later.
Economic crisis can also affect the
internal operation of the organization,

predominately through a cash flow crisis
due to a general reduction in revenue generation or unforeseen loss of a major client.
Some organizations in financial crisis are
forced to retrench some of their clients due
to the reduction of work and the inability to maintain the employees’ payment
packages.

The Task Environment
From the organizational perspective, the task
environment can be a more pressing force
in determining the o
 rganization’s success or
failure. The forces within the task environment are pertinent to how the organization
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conducts its 
business and involves the
interface between the o

rganization and
its customers, suppliers, competitors, and
interested parties including shareholders.
The 
machinations of these stakeholders
are important b
ecause they are directly
integrated into the d
 ay-to-day working of
the organization and have a significant
impact on the decision making of the
organization. A
 lthough the institutions are
external to the organization, they do impact
the workings of the o
 rganization since their
operations cross over the o
rganizational
boundary into the operations of the organization. Any disruption in the industry of
the organization can have an immediate
impact on the day-to-day o
 peration of the
business. As this expert insight article is
being w

 ritten, news of the d
iscussions
with creditors in UK Toys R Us is breaking. The 
decision by 
creditors to back
the rescue plan and 
negotiated 
support
from the Pension Protection Fund e
 nables
the retailer to continue to trade. It was
therefore the regulators and the s uppliers
who had a direct influence on the organization’s future.
The task environment therefore has a
direct influence on the organization and

reflects the health of the industry conditions in which the organization operates.
Problems with suppliers, creditors, new regulations, and new competitors or changes
in customer profiles can all quickly throw
the organization’s strategic planning and
operations into disarray.
The external environment can also have
an impact on the organization’s internal
environment. If new employment laws or
legal regulations are introduced, this can
impact employment decisions. Alternatively, changes in the political landscape
with changes in government support for a
particular industry product or service can
quickly change the fortunes of the industry in which the organization is operating.
For example, in 2010 the UK government
introduced a requirement for social housing
organizations to sell their rental properties

to social housing tenants; this significantly
impacted the cash flow of social housing
organizations. However, in 2017 the UK
government has announced plans to support the building of social and low-rent
housing, injecting significant investment
into the sector.

The Internal Environment
The final environment that will be explored
is the internal environment, which relates
to the organizational culture, the work environment, and employment climate within
the organization. In this respect, the internal environment is a creation of the organization itself and is therefore a composite of
decisions made by the organizational leadership and each employee within the organization. It does reflect the organizational
response to the external environment. If
the organization is going through particularly difficult financial circumstances as a
result of an economic downturn, then the
chosen response will reflect on the internal
environment of the organization. However,
the internal environment is also reflective of the resources available to the organization and how the organization chooses
to design its strategic goals, the values it
adheres to, the resources available to it, and
the capabilities, structure, and systems that
are a result of decisions made previously.
The ability of the organization to adapt
to changes in the wider external environment will be restricted by the assets that it
has available, such as equipment, offices,
plant, production, and service facilities,
etc. Without the right assets being available, it is not possible for the organization
to achieve the strategic goals it has set
itself. In many ways the strategy should be
reflective of the assets that the organization has, but if they are not kept in good
condition, it can have a detrimental effect
on the operation of the business. Access to
and availability of investment capital is also
a consideration when developing strategic
plans, as well as ensuring financial stability for funding day-to-day operations. If
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the economy is experiencing a slowdown,
there is often a retraction in the availability of investment and it may be difficult
for the organization to secure the loans or
financing needed to realize their strategic
goals. In addition, financial constraint may
directly impact HR practices, including
pay restraint, recruitment freezes, budget
reductions, and, where required, business
re-engineering and downsizing.
The internal environment is particularly
reflective of the people within the organization. Employees in many ways are the
organization and therefore the internal
environment is very much reflective of

the workforce. How well the organization
designs its HRM processes directly impacts
the internal environment. For example,
good learning and development processes
will result in skilled and knowledgeable
employees who are highly motivated.
Well-designed reward management will
enable the organization to compete for the
right people, with the right skills needed to
deliver the strategic plan. Therefore, the
internal environment is essential to the
organization’s performance outcomes and
HR has a crucial role in ensuring that people deliver the performance outcomes that
the organization is looking for.

Why the Environmental Context
Is Important to HR
When reading literature on HR strategy
development, many writers present strategy as a universal practice applicable to all
organizations, in the same way. Although it
is true that all organizations need to recruit
employees, develop their skills, and manage levels of employee turnover, no two
organizations are the same, and neither are
their workforce requirements. Even organizations working within the same sector
will have markedly different organizational
cultures, internal politics, team dynamics,
and leadership styles. This can cause difficulties for HR managers transitioning from
one organization to another. It is not possible to replicate the practices that may
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have been implemented in another organization successfully. A new context needs a
new approach and a different set of HRM
practices. As part of strategy d
 evelopment,
therefore, the HR manager must ensure
they conduct a systematic analysis of the
organizational context, to understand the
specific challenges and opportunities that
the organization faces and the underlying
context, which means even if the challenges
and opportunities look the same, they need
to be tackled to be approached differently.
Therefore, the HR manager needs to mix
and match their approach for the development of HR strategy, responding to a
fast-changing e
 xternal environment and the
unique internal context of the organization
in which they are practicing. Dewettinck
and Remue (2011) advocate an expanded
concept of HRM, which embraces a contextual approach and reinforces the role
of HRM in focusing on the achievement
of strategic business goals. Brewster (1999)
argues that such an approach will support
HRM’s goal to increase its influence on the
managerial decision making and in turn
affect the external and internal context of
the organization.
Regardless of the context, understanding what makes the context what it is will
help the HR manager to gain the credibility needed for HR to be taken seriously.
Without context the HR strategy becomes
nothing more than a wistful list of activities
that the HR would like to implement but
without alignment to what the organization is trying to achieve. It also recognizes
that regardless of the HR practitioners’ own
desires to develop, for example, the organization as an employer of choice, sometimes
the organization just isn’t in that place—
either because the organization is dealing
with fundamental transactional HR issues,
like employing enough people, or ensuring
that payroll is paid on time, or because the
external challenges are such that it is all
the organization can do to survive.
Whatever the organizational reality,
it is incumbent for the HR manager to
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anticipate and proactively respond to context in order to support the organization’s
strategic goals.

Identification of Environmental
Factors
There are numerous methods and tools that
can be employed for environmental analysis, too many to be covered in the confines
of this expert insight article. However, it is
possible to review a few of the tools pertinent to strategic planning.

Analyzing the General Environment
The general environment is vast and complicated. Therefore, it would be a full-time
job to analyze the general environment
fully. Therefore, when approaching the
analysis of the macro-environment it is
important to use a framework that helps
focus the research on key areas that affect
the operation of the organization.
“Most organisations will not have a great
deal of problems in analysing their task
environment. They know who their
customers, suppliers, competitors, etc. are.
Analysing the general environment is rather
more complex.”
Kew and Stredwick (2013)

PESTLE
A widely used term for environmental
analysis is PESTLE. A PESTLE analysis
provides a simple framework for scanning
the organizational macro-environment.
The acronym stands for:
Political: A review of the political policies and political movements at a local,
regional, national, or international level.
This also includes political attitudes and
influences on the wider political climate.
Examples include government tax policies and international trade agreements.
Economic: This explores the economic
indicators and movements that affect
the organization’s financial interests.
Besides the general economic cycles

of boom and bust, examples of economic influences include growth rates,
employment rates, cost of raw materials, interest rates, currency exchange
rates, inflation levels, and general monetary policy.
Social-Cultural: This factor covers the
social and cultural structures that impact
the wider societal dynamics in which
the organization operates. Examples
include social demographics, population levels, and lifestyle trends.
Technological: This examines the impact
that digital and technological advances
have on the world of work and the
economy as a whole. Examples include
e-commerce, mobile technology, and
product and service offerings.
Legal: Legal factors are closely aligned
to political factors and relate to the
statutory and regulatory frameworks
that order the way a business is conducted. Examples include employment
laws, trade regulations, rules relating to
monopolies and mergers, and consumer
protection laws.
Environment: With climate change
firmly on the agenda, this reviews
challenges and opportunities available
in regard to the use of Earth’s natural
resources. Examples include recycling,
energy usage, emissions levels, and the
impact of climate on the organization’s
operations.
Another factor that is pertinent to the
 xternal environment is that of ethics. This
e
considers the impact of moral principles
and values that govern the rules of doing
business and therefore how business should
be conducted. Examples include corporate
social responsibility and fair trade.
The application of a robust PESTLE analysis will enable the HR manager to feed
information into clarifying the opportunities and challenges that demand a strategic
response from the organization and impact
upon the people strategy options available
to the HR manager.
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The Impact of the External Environment
Whatever you read about in books about
external environmental pressures on business and HRM practice will likely be out of
date in short shrift. The danger is that HR
practitioners are studious in d
 eveloping an
understanding of what is happening in the
external environment during a single p
 eriod
of time, but then don’t keep that information and knowledge up to date and recent.
Attending a course that talks about trade
unionism in the 1980s doesn’t take into
account the changing shape of the service
and manufacturing sectors, the r eduction in
trade union membership, shifting political
sands, employment trends, and technological advances. The country, culture, and
economic, political, and social systems that
the organization is operating under will shape
what HRM practices will or will not work.
In the EU, there are numerous employment
rights enshrined in law, including statutory
sick pay, holiday pay, minimum wage, flexible working, maternity and paternity leave,
redundancy provisions, and transfer protections. These same employment rights are
either nonexistent or perfunctory in other
countries.
The stability of the political and economic systems also impacts directly upon
the financial health and economic o
 utlook
of individual organizations. The current
political instability in the Middle East
caused by the civil war in Syria has had
a significant effect on the economy and
infrastructure in countries such as Jordan.
Mass migration has put pressure on government budgets, which in turn has led to
an economic slowdown and a retraction
of inward investment in the country. The
result of such turmoil has shifted the focus
of HRM from one of investment in organization and people development and growing sophistication in HR practices to back
to the basic control of people costs resulting in recruitment and pay freezes, restructuring and redundancy, and a cancelation
of learning and development budgets. In
the same token, an economic upswing and
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buoyant employment market changes the
focus of HRM to talent management and
effective recruitment and selection practices in order to ensure that the organization has access to the required skills while
managing the acquisition of high-value
skills, which put an upward pressure on
salaries levels.
The HR manager can directly influence
what management decisions are made
in 
response to the external context.
Developing a business case using environmental analysis will persuade managers of
the merits of investing in developing their
workforce or developing strong 
people
engagement processes in order to manage
challenges within the external environment. This 
approach will give HRM a
higher priority and a more appropriate
budget allocation in order to develop a HR
strategic response.

The Impact of the Internal Environment
From a human relations perspective, it
is the human element that provides the
organization with a key resource. It is the
talent potential of each employee with
their combined skills, knowledge, and
capability that, when utilized fully, can

provide the competitive advantage that the
organization requires to achieve its strategic goals. A full inventory of the internal
forces in terms of organization design, leadership, and organizational culture, managerial skills, and the agility and adaptability
of the organization informs what HR practices are needed to achieve effective organizational performance.
The design of the organization will differ according to the context; the number
of reporting levels, the hierarchy of the
decision-making authority, reporting lines,
and job design all influence employee
engagement and the reputation of the
employer. This itself will create a framework in which the organizational culture
will 
reside. With it the dominant values
and behaviors of the organization will
determine how things are done, including
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management and leadership style and
employee attitudes. HR can influence culture through choices made during the recruitment and selection process. Reward
practices will also determine what behaviors are encouraged or discouraged within
the organization, reflecting what the organization really values and prioritizes. The
skill and style of management will further
impact how employees experience the
workplace and determine whether HR is
freed to be strategic or maintain a transaction role, which deals with day-to-day
statutory compliance issues. Developing
the skills of managers to manage the line
results in HRM practices that can add value
to the organization and contribute to the
employee value proposition.

SWOT Analysis
SWOT analysis is a widely used tool that
examines the organization’s internal strengths,
weaknesses, and the e
 xternal opportunities and threats to analyze and prioritize
strategic imperatives. By investigating the
factors r elating to SWOT, it is possible for
the HR manager to formulate HR policy
and determine actions that can contribute to the future of the organization. Often
approaches to SWOT are perfunctory, with
many dismissing the tool as simple. However, this disarmingly simple tool has the
ability to challenge existing assumptions
about what is true about the organization, and a deeper examination can reveal
strengths that are taken for granted and
opportunities that may have been missed.
It also provides the opportunity to match
strengths to o
 pportunities and understand
how weakness increases the power of threats
to the organization. It is therefore recommended that this simple tool is tackled with
a curious and e
 nquiringly mind, and in discussion with a range of stakeholders from
across the organization who can provide a
wide range of perspectives. By completing
the SWOT analysis after the PESTLE analysis, it is possible for the HR manager to
be c ognizant of the macro-environmental

forces and trends outside of the organization’s control, which in turn will present
threats and opportunities to the organization. It will also enable the organization
to determine whether the strengths and
weaknesses are enough for the organization
to succeed or reveal gaps that could lead
to considerable struggles going forward if
proactive action is not taken.

Stakeholder Mapping
Often when HR departments are constructing their strategies, their plans are
developed without consideration of the
broader stakeholders who are affected
by or 
affect the organization. R. Edward
Freeman (1994) pioneered stakeholder
mapping 

arguing that those people who
have a stake in the organization go beyond
those who have a financial stake in the
form of stocks and shares. Understanding
the interests of stakeholders, which usually includes employees, managers, creditors, suppliers, shareholders, and society at
large, helps to highlight what those interests are and where conflicts in interest can
occur. The legal structure of the organization will determine the type of stakeholders who have a stake in the organization
and the level of interest that they have in
the operation of the business. By mapping
the interests of stakeholders, it is possible
for the HR manager to understand what
interests need to be satisfied and where the
interests of stakeholders lie (Figure 2).
Given the wider operations of the organization, and the number of outside interests that have a stake in the organization,
it is not surprising that the interests of one
stakeholder will, on occasion, clash with
the interests of another. From an HR perspective, the tensions between the needs
of the organization’s management team
and the needs of the employees are very
often in conflict, such as releasing employees to attend training versus the manager’s
need to have a full contingent of staff to
complete tasks. Also, the construction of a
reward system that rewards employees for
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Figure 2: Typical Stakeholders

their performance will, for example, be in
conflict with the needs of the stockholders
to receive dividends.
When considering stakeholders, the
vision and values of the organization are
essential. Employees will need to align
their own personal values with the values
of the organization. Investors will need to
decide whether the values of the organization are aligned to the values they wish
to support for their investment goals. For
example, some organizations have values
that support a strong public purpose and
this may be in direct contrast to investors
who are interested only in personal gain.
Just as stakeholder interests can be in contrast, so too can they be aligned. Pursuing organizational growth can support the
interests of managers seeking bonus payment, employees wanting job stability, and
stockholders seeking increases in their dividend payments.

Driving Strategic Value—Linking HR
Processes Effectively
HR strategic planning helps to ensure that
the organization has the HR that are needed
to achieve the organization’s strategic

14

goals, and operational plans, providing
flexibility and adaptability for the organization to manage any changes that have
been discovered through the environmental analysis. The strategic plans should be
developed to provide a suitable response to
the environmental factors and ensure that
the organization has the right people, in
the right place, with the right skills in place
at the right time.
The development of an organization’s
HR strategy aims to deliver a competitive
workforce that is the right shape to achieve
the strategic goals of the organization. This
means that the HRM strategy, the HR policies and processes, and the actions taken
by the HR must be aligned to the strategic
aims of the organization.

The Concept of Added Value
Being able to drive strategic value to the
organization is in many the ways the sole
purpose of developing an HR strategy. In
the past few decades there have been a
number of research studies that have investigated the potential link between organizational performance and HRM practices. For
the HR manager, the idea of added value
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provides a financial perspective to the gap
between what the activities of HR costs the
organization and what value, in terms of
revenue increase/profit or cost efficiencies
that results as a direct result of the contribution of HR activities and intervention,
it makes to the organization. One piece
of research by Becker and Huselid (1998)
identified that organizations with greater
levels of HR practices lead to significant
increases in market value.
Research by Guest et al. (2003) developed
the idea that certain HR practices could
be bundled together in order to d
 eliver a
number of key outcomes. These outcomes
would in turn deliver the strategic goals of
the organization. The specific outcomes
highlighted by Guest et al. (2003) include:
■■
■■
■■
■■

Improved employee attitudes
Reduced absenteeism
Reduced turnover
Increased productivity

However, although there is generally
agreement that there is some link between
organizational performance and the development of HR practices, some research
didn’t find the link and different research
papers attribute the link to a different set of
HRM practices. The issue for the HR practitioner is to know what, if any, HR practices
are positively contributing to performance
outcomes. Without this certainty, it is difficult to sell HR interventions internally and
ask for senior management support. Trust
me, I’m an HR practitioner and that doesn’t
really cut the mustard when seeking stakeholder buy-in.

Competitive Advantage
Whether the HR manager has the opportunity
to develop a strategy and make a positive
contribution to the organization’s strategic
plan will be determined by whether the
organizational leadership believes that the
HR function has a part to play and, on the
same token, follow through with allowing HR to extend its remit beyond simple

administrative activities. Many l eadership
teams will confirm that they b
 elieve people contribute to competitive advantage,
but when pushed to understand what
that pronouncement means in day-to-day
operations, one will instead revert to a
finance perspective where people are seen
as a cost to the organization rather than
a resource that can drive value and provide competitive advantage. It is therefore
incumbent on the HR manager to influence
the senior leadership team to provide the
opportunity for HR to contribute before
it becomes possible for HRM practices to
make a significant contribution to the organization’s competitive advantage. However,
if HR’s role is consigned to the running of
payroll and keeping the organization compliant with employment law, the strategic
influence of HR is limited.
Allowed to operate at a strategic level, the
HR function has the ability to contribute to
the organization’s strategic development
in a number of ways. First, the use of HR
analytics can provide a unique insight into
the potential people issues that the organization may face in attempting to e
 xecute
a strategy; this will include highlighting
areas where the organization may find

itself struggling to secure the skills needed
to move the organization in the direction of
the strategy. This insight will also enable
the organization to anticipate changes in
the environmental context that are directly
impacted by people and therefore make
plans that will mitigate any risk factors that
are coming down the line. HR data analytics, therefore, can provide a significant
input into the formulation of hate business
strategy, specifically in terms of the development of the workforce plan to help the
organization achieve its strategic goal. This
will include informing the strategic plan
about skills required for 
organizational
operations, making plans for recruitment
or redundancy and the size and shape of
the workforce needed for today and in the
future. Understanding e

mployment risk
factors, like the retirement of employees
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who have key skills that are hard to replace,
may result in plans to develop an apprenticeship scheme or compel the organization
to develop a robust recruitment drive. At
this stage, the how is not as important as
the what in terms of identifying HRM strategic priorities.
In addition to identifying areas where
HR can contribute to the people element of
the strategic business plan, the HR strategy
can also determine some strategic goals
in its own right. This may be developing
strategies to improve organizational health
in order to improve efficiency and organizational outcomes, or determining areas
where the HR function can lead to strategic change endeavors, such as reducing
employee resistance to change or adopting
the role of change agent to support a strategic change program.
The HR manager also has a key strategic
role to play, in terms of providing expert
advice pertaining to strategic plans. This
might, for example, include informing
the organization about employment law
in the occasion of strategic plans regarding redundancy or transferring employees
when planning for mergers and acquisitions. U
 pcoming statutory changes can also
have a significant impact on the operations
of the organization. For example, the recent
ruling on the employment status of Uber
drivers, for example, significantly impacts
the business model that Uber has adopted.
In many ways, the development of the
HR strategy is focused on how the function
is going to provide a professional and efficient service that ensures that HR practices
are fit for purpose; this includes activities
such as recruitment, learning, and development and employee relations. The strategic plan explains the role that HR can,
and will, play within the organization.
In order for HR to contribute to the competitive advantage of the organization, it
is necessary that the HR manager recognizes and understands the increasingly
volatile and fast-moving environment in
which the organization operates. Factors
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such as globalization, changes in customer
needs and wants, shareholder power, and
the shifts in the shape of the marketplace
have meant that organizations continually need to adapt and improve to stay
competitive. Remaining passive results in
stagnation and decline; therefore, continuous improvement and developing the HR
within the organization are essential if the
organization is going remain competitive.
Although research is contradictory on the
matter of the people performance link, it is
clear that HR can, and does, have the ability to contribute significantly to the organization. However, if competitive advantage
is to be achieved, it requires a systematic
and purposeful approach to HR strategy
development.

Definitions of Strategic HRM
The concept of SHRM concentrates on
how good the fit is between HR and the
organization’s strategic goal, and ensures
that the HR practices and activities that
are engaged within the organization are
coherent and aligned to support the strategic goals of both the HR function and
the organization. The HR strategy is a
long-term approach that answers the
question, “How does the human resource
need to be managed in the organization
in order to enable the organization to
achieve its strategic goals?” Tyson (1995)
defined SHRM as:
“a set of ideas, policies and practices
which management adopt to achieve a
people-management objective.”

Strategic Integrations and Coherence
Integrating the HR strategy with the
business strategy is at the heart of SHRM.
A key requirement is that the HR strategy
ensures that there is an external fit with the
planned strategy. Also there needs to be a
vertical integration between both p
 eople
and business strategy, aligning the business strategy, the external environment,
and HR policies and practices.
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As well as an external fit, the HR manager must develop an internal fit between
different aspects of HR strategy to ensure
all elements are aligned with one another.
This horizontal integration demands that
there is compatibility between various
HR activities to avoid process, procedure,
and policy conflict. For example, if the
reward policy is focused on paying in the
lower quartile, there is a contradiction if
the organization also chooses to promote
itself as a prestigious employer of choice
in its recruitment practices, making failure
of both recruitment and reward policies
inevitable because of the conflict. Coordinating HR policies and practices ensures
that the messaging and direction of the HR
function is consistent and unambiguous;
therefore, the greater the level of coherence, the more effective the HR strategy
can be. Marchington and Wilkinson (2012)
highlight a configurational perspective that
“seeks to derive an internally consistent set
of HR practices that maximize horizontal
integration and then link these to alternative
strategic configurations in order to maximize
vertical integration.”

HR Strategy Development
Although research shows there is a positive link between HR practices and organizational performance, it is important
that the HR manager ensures that their
strategic plans are delivering value in
their organization’s context. Just because
something works in one company does
not mean it will do the same in another.
Strategy, therefore, is unique to the
circumstances of the organization that HR
is o
 perating in, and at the same time must
create competitive advantage by providing
the organization with strategic levers that
are difficult for the competition to imitate.
In this way HR has a unique advantage
over other functions, in that each individual employee is unique and cannot be imitated; therefore, competitive advantage de
facto resides in the HR of the organization.

Strategy development involves a process
of determining how the HR will contribute
to d
 elivering the goals of the organization;
first, understanding where the organization is now, in terms of capabilities; having clarity about what the desired future of
the organization looks like; and providing
a road map that bridges the gap between
the current position and the desired future
in the most efficient and effective manner possible. HR strategy development
seeks to predict the future HRM needs of
the organization taking into account the
organization’s current human resources,
the external labor market, and the future
HR environment that the organization will
be operating in. Key questions that an HR
strategy needs to examine include:
■■
■■

■■

Where are we going?
What HR practices are needed to successfully navigate the current organizational
reality?
What capabilities does the organization
need now and in the future?

A key component that is often overlooked in HR functions is that a strategic
approach is more than developing initiatives to deliver the latest fads. Instead, it is
to hone the HR function in order to d
 eliver
operational excellence in everything that it
does. This means as well as providing excellence in the complex “sexy” HR practices,
delivering payroll, employment law compliance, and HR administration activities
efficiently. This may be achieved through
the introduction of HR systems, utilizing
technology to deliver clean, accessible service process, but fundamentally it is about
getting the basics right.

The Development of an HR Strategy
There are four stages to the development
of the HR strategy:
1. Collecting and Analyzing Data—The
HR manager begins the process through
a diagnostic approach, analyzing data
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pertinent to understand the internal and
external environment and the resulting
organizational response need to develop
competitive advantage in that context.
2. Identifying HR Strategic Goals—The
HR manager needs to make decisions
about what it is that the strategy wishes
to achieve and set objectives relevant to
the various aspects of the HR function
such as talent management, employee
relations, and reward.
3. Designing and Implementing HR Interventions—Following stages 1 and 2,
the HR manager will need to design and
develop a business case for specific HR
interventions to deliver the HR requirements of the organization. This includes
the development of a robust program of
HR interventions in key specialist areas
including recruitment, learning and
development, and reward.
4. Monitoring Progress and Evaluating—
The HR manager will need to develop
a range of performance targets and corresponding metrics to determine the
effectiveness and efficiency of the HR
function and the success of HR strategy.

Influencing at a Senior Level
Developing an HR strategy, which is fully
costed, with a robust business case from
each of the planned HR interventions is
no guarantor of being able to influence the
senior management team. Too often, HR
managers will remain frustrated at their
inability to have their ideas heard by the
people who make the decisions and whose
support is essential to releasing the budget
needed to make the HR strategy a reality.
Getting the basics right provides the foundation of influence. If the HR is making mistakes on simple elements such as statutory
compliance to employment law or payroll,
then why should the senior leadership
team trust HR that it has the answers the
organization needs to achieve competitive
advantage through its people. Providing
effective people administration activities

and keeping the organization compliant
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with regulatory issues and employment
legislation opens the door to HR being
taken seriously as a function that adds
value. P
 roviding line manager support and
acting as a business partner, demonstrating a working knowledge of the environmental challenges affecting the business,
will ensure that the HR manager is able to
provide data and information for managers to manage their people effectively. Furthermore, the HR manager is able to apply
their professional knowledge to support the
organization and the managers in achieving their goals. In essence the HR manager
needs to make it easy for the senior managers to care about HR “stuff.” This means
providing information in a timely fashion,
ensuring that the HR function is structured
in such a way as to be supportive, providing a well-run service to the organization as
a whole, and finally facilitating the provision of excellence in people management
to meet the immediate and long-term business needs of the organization.
The HR capability of the organization
can significantly impact performance outcomes and the ability of the organization
to deliver its business strategies. There is
a growing need for the HR function to be
taken seriously, but to do so the function
itself must be effective and deliver on its
promises, and deliver what is useful to the
organization. Therefore, influence at the
senior level requires:
■■
■■
■■
■■
■■
■■

Personal credibility
Getting the basics right
Knowing the context, knowing the business
Supporting line managers in people management issues
Delivering on promises
An HR function that is fit for purpose

Being available to the management
teams, and being knowledgeable and professional in interactions with them, will
enhance personal credibility. Taking time
to find out what their concerns are, and
returning to them with possible solutions
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to their problems, is a good way of ensuring
that you are being useful and that the HR
is seen as an essential component in the
organization’s response arsenal.

■■

Summary
■■
■■

■■

■■

■■
■■

■■

■■

■■

■■
■■

■■

■■

The purpose of HR within the workplace is
to enable the organization to get the right
people, in the right place, at the right time,
with the right skills, at the right price.
The development of HRM as a professional discipline arose during the 1980s
and 1990s.
There is a fundamental belief from both
perspectives that it is the people resource
that provides the competitive advantage
to an organization.
There are two distinct models of HRM:
soft and hard.
Strategic HRM is considered to be a complex process that is in a constant state of
evolution.
For the HR manager to operate effectively,
they must increase their knowledge of
both the internal and the external business environment.
Components of the external environment
include the general and task layers of the
environment, which is composed of stakeholders external to the organization.
The internal environment relates to the
organization culture, the work environment, and the employment climate within
the organization.
A new context needs a new approach and
a different set of HRM practices.
A PESTLE analysis provides a simple
framework for scanning the organizational
macro-environment. The acronym stands
for political, economic, social, technological, legal, and environmental.
The SWOT analysis is a widely used tool
that examines the organization’s internal
strengths and weaknesses and the external
opportunities and threats to analyze and
prioritize strategic imperatives.
Stakeholder mapping reviews those people
who have a stake in the organization go

■■

■■

beyond those who have a financial stake
in the form of stocks and shares.
HR strategic planning helps to ensure that
the organization has the HR needed to
achieve the organization’s strategic goals
and operational plans.
Being able to drive strategic value to the
organization is, in many the ways, the sole
purpose of developing an HR strategy.
In many ways, the development of the
HR strategy is focused on how the function is going to provide a professional
and efficient service that ensures that HR
practices are fit for purpose.
The HR strategy is a long-term approach
that answers the question, “How does
the human resource need to be managed in the organization in order to
enable the o
 rganization to achieve its
strategic goals?”
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