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Introduction
This report will be in two sections, firstly will provide an overview of the different types of organisations and their purpose and how the business types affects the HR function.  The report will also outline how different organisational structures and management roles can impact on the HR function, HR roles in formulating organisation strategy and how this is translated into a HR strategy and Policy.  The second section will focus on analysis techniques to identify current market, socials trends, legislations and globalisation and how the external factors impact organisations and affect the HR function.

Literature review

1.1 Organisation types and their purpose

Organisation types and their purpose vary, as outlined by Taylor and Woodham (2016) most companies fall into one of three sectors, these being, Private, public or voluntary (third).

	Sector
	Description
	Examples

	Private
	Owned by individuals or group entities
Shareholders
Commercial focus 
Profit
	Retail stores
Banks


	Public
	Owned and / or operated by government
Funded by taxpayer
Provides service to public
Non profitable
	NHS
Councils
Armed forces

	Voluntary / Third
	Belongs to neither public or private sector
Non profitable
	Charities
Universities



Reflecting on two companies, 1. Tata Steel Europe (TSE) where I currently work and 2. Carmarthenshire NHS, where I have previously worked, they are contrasted in most areas in Fig 1.1.

Fig 1.1
	Area
	Tata Steel Europe
	Carmarthenshire NHS Trust

	Sector
	Private
	Public

	Type
	Secondary
	Tertiary

	Industry
	Manufacturing
	Healthcare

	Countries operates in
	UK, France, Germany USA, Belgium, Netherlands
	UK

	Size
	Large
	medium

	Employees
	23,500
	3,200

	Products / Services
	Steel and color coating
	Healthcare

	Profitability
	Profit
	Non Profit




1.2 How business type and purpose affect the HR function

The HR function in organisations, depending on the size and sector can be organised differently.  When outlining organisation design Taylor and Woodhams (2016, pg170) consider two types of structures, 1. Mechanistic which has management structures and hierarchy, has specialised roles, departments and narrow spans of controls. Typically suited to stable environments 2. Organics being the opposite, less hierarchy, less formal, consists of cross functional teams and is suited to an environment which is more dynamic.

HR in private sectors such as Tata Steel where the size of the business is large, has a formal structure and reporting lines, typically with the HR function organised in the 3-legged stool model with HR directors, business partners, centres of expertise and a shared service for administrative activities.  However as the markets and business environment have been so volatile over the last decade there is recognition within Tata Steel that the mechanistic structure is not necessarily the best way to organise the function, instead moving to a more organic structure to enable the function to be more agile with quicker decision making.  Within smaller private companies, the HR function can be less formal with one or two specialists supported by generalists. 

The HR function in public sectors according to Taylor and Woodham (2016, pg47) tend to have large HR functions, with senior managers being able to have influence and involvement in company strategy with particular focus of legal compliance.  Specialist and generalists working alongside each other heading up departments such as recruitment, reward. Similarly, to Tata Steel some public sector organisations have also felt the pinch of the recession and have found it necessary to ‘freeze’ recruitment in order to reduce public spend.   Bach (2010, p563) highlight that public sector in comparison to the private sector tends to be more bureaucratic with less maverick type managers, having policies and procedures being followed with minimum risk taking in order to reduce any employment tribunal proceedings making HRM managers more cautious.

Another area of comparison between private and public sector is the presence of trade unions and performance related pay and decentralised bargaining arrangements.  Within the private sector pay for performance is not visible instead, pay for the job grade.  

In comparison to the private and public sector, whilst the third sector can vary with regards to the HR function, typically HR has little opportunity to add value through strategic activities instead tend to be more administrative and general day to day. However according to Kelliher and Parry (2011) there has been a shift in the third sector to be more professional and is now more in line with the public sector.

	
1.3 Models of organisation structure

According to Kew and Stredwick (2010, pg 16) there are 6 types of models of organisational structures, these being Bureaucracy, Divisional or M-Form, The matrix organisation, the network organisation or N-Form, virtual organisations and strategic alliances.


	Organisation Model
	Overview
	Strengths
	weaknesses

	Bureaucracy
	Specialisation, hierarchy, impersonal rationality
	· Predictable & secure career paths
· Rules provide protection

	· Rules become complex causing confusion
· Division of tasks can alienate 
· Rigid adherence to rules

	Divisional or M-Form
	Similar to bureaucracy model
decentralised decision making

	· More autonomy to operating divisions
· More flexible
	· Individual unit bureaucracy


	Matrix
	Short – medium term projects
	· Improved communication with quicker decision making
· Flexible human and capital resources
· Increased job satisfaction, development and motivation
	· Loyalty between managers
· Decision making and allocation of resources due to prioritisation & power play
· Power base can be eroded for functional managers

	Network or N-Form
	Less formal than Matrix
Network and connection building
	· Faster diffusion of ideas
· Quicker communication of information and knowledge
· Networking internal and external
	· Lack of hierarchy can cause conflict
· 

	Virtual organisations
	No physical structure 
Reliant on technology
	· Flexible workplace
· Reduces company costs
	· No physical contact within teams
· 

	Strategic Alliances
	Medium to long term relationships between firms

	· Reduces risk
· Economy of scale
· Competitive advantage 
	· Communications
· Culture differences
· Strategic direction divergence




1.4 The role of HR in formulating organisational strategy

According to Kew and Stredwick (2010, pg 386) effective strategy should consist of many items such as clear objectives, committed leadership, resource availability whilst understand timings and with these in place, an effective strategy will ensure that the organisation will success in achieving its objectives irrelevant of the internal and external environments.  According to Quinn (1980) strategy has three elements, these being:
1. Goals and objectives –What do we want
2. Policies which are guidelines setting out limits within actions – What actions should we take
3. Programmes, sequence of actions – How can we carry out the actions

Taylor & Woodham (2106, pg 58) state that there are three basic approaches to formulating strategy within an organisation, these being, Rational / Classical, Emergent / Logical incremental and Symbolic / radical.

Strategic management as described by Kew and Stredwick (2010, pg388) is a bottom up approach with no set long term strategies rather than long term visions and values where line managers react and adapt to changes from the environment. Some of the strategic management concept available are:

	Leading Exponent
	Strategic Management Concept

	Tom Peters
	Attributes of excellence – Values, simplicity, quick reactions and understanding the customer

	Michael Porter
	Organisations value chain and Competitive advantage

	Ralph Stacey
	Environment facing, more outcomes requiring a responsive organisation, management focus on developing creativity and innovation

	Gary Hamel & C K Prahalad
	Flexible and able to respnd. Developing core competencies – 10 principles of revolutionary strategy

	James Quinn
	Logical incremental. – small steps strategy

	Henry Mintzberg
	The five Ps - Plan, Ply, Pattern, Position, Perspective



Kew and Stredwick (2010, pg 390) state that there are 3 elements to strategic management, 1. strategic analysis 2. Strategic Choice and 3. strategic implementation, Kew and Stredwick (2010, pg 418) state that this is the hardest stage of strategy, as deployment is about changing the organisation and is reliant on managers having the competency to manage change.  Higgins and Vincze (1993) state that, “Strategic management is the process of administration the pursuit of organizations mission while managing the relationship of the organization to its environment”
Depending on which approach is used by an organisation will influence how HR are involved, with the more classical approach, where longer term objectives, the external and internal perspectives are considered, typically using strategic tools such as SWOT, PESTLE, which enable HR to develop longer term People strategies aligned to the organisations key strategic objectives.

With logical incremental and a radical approach this is more difficult for HR, being more reliant on people throughout the organisation adapting to situations as they arise, this will require a HR strategy to recruit and develop skill sets within the organisation do adapt and be flexible. Whilst strategies and policies will need to be formulated as success and opportunities arise.
HR will also have a role in communication the strategy to both the HR function, translating the strategy into objectives and to the organisation.

1.5 How organisation strategy is translated into HR strategy & policies
Kew and Stredwick (2010) relates the business environment and strategy to Vietnam and Iraq wars in the respect that they have similarities, these being needing clear objectives, understanding the environment, competition, own resource and organisation structure, the importance of HR, values and culture, stakeholders and having an exit strategy. The more common tools for analysing the environment are widely used during strategy formulation, these being PESTLE / STEEPLE analysis.
Kew and Stredwick (2010, pg8) outline a comprehensive model to understanding organisation and strategy, starting with the environment, stating that the Environment has 2-way flows between organisational structure and strategy and the environment having a direct impact on HR.

Strategy and organisation structure also have a 2-way flow, both linking with the environment showing the direct impact and continuous flow between the environment, impact on overall strategy and the impact of the organisation structure.  The HR strategy has to be integral to the overall strategy.  The HR strategy flows into HR practices.

This is also supported by Phillips and Phillips (2014) who state the role and influence of HR needs to change relative to its environment and by understanding the external environment in order to link to the HR strategy. According to Kew and Stredwick (2010, pg5) relate to the environment being in two levels, firstly, the general environment in  which forces such as culture, technology development, political and legal processes, resources available are considered and the task environment, which are specific to the organisation in relation to its customer, suppliers, competitors etc.

HR practices according to research impacts organisation performance, Mark Huselid (1995) matched HR practices with performance measures such as growth, productivity and profits.  West and Patterson 1998 stated the HR practices were critical and were more important than the emphasis on quality, technology and research and development.  

Kew and Stredwick (2010, pg413) refer to HR practices as being ‘best practice’ approach or a ‘best fit’ approach.    Taylor and Woodham (2016) reference two approaches to the formation of HR strategy, 1. Contingency thinking, where contingency models have been used to help HR align strategies with business strategies.  An example of this would be Michael Porters influential model identifies three core strategies for organisations to follow.

	Strategy
	HR strategy

	Cost leadership
	Low overall employment cost

	Differentiation
	Recruitment strategy to recruit and retain the right people

	Focus
	customer focus, training and development opportunities – higher cost



The second approach to strategy formation is Resource based thinking, where an internal focus on understanding current resources in order to understand where their competitive advantage is, these would include understanding resources that are most valuable, rare, inimitable and non-substitutable.  


 



Activity 2
In this section of the written report will focus on providing an overview of the key development for TSE and two strategic tools used as inputs into the organisation strategy 

TSE as outlined in fig 2.1 key developments that need to be taken into consideration when developing the strategic objectives for the company to cascade through its strategic deployment process.

Fig 2.1
	Key area
	Development

	Macroeconomic developments
	· Lower growth globally
· Increasing protectionism
· Slowing globalisation
· Growth in India surpassing Chinese
· Shift to consumer-based economy in China
· Modest growth in EU
· UK leaves the EU
· Manufacturing shift to developing nations

	Industry developments
	· Global steel demand growing as developing nations require more steel
· Global overcapacity in steel to persist leading to lower profitability, volatile trade flows and growing protectionism
· Share of imports into EU market increasing

	Raw materials
	· Materials price hike has come to a halt, however volatility remains
· Shift towards low-carbon steelmaking (e.g. scrap based, hydrogen steel making, DRI-HBI)
· Growing liquidity in raw materials derivatives 

	Customers 
	· Global population growth decelerating and aging population
· Desire for reduced resource use and climate neutral solutions
· Continued urbanisation and formation of mega-cities (SEA, India, Africa)
· Infrastructure needs remain (new and replacement)
· Information sharing and transparency

	Technology
	· Digitisation of the industry and value chain
· Emergence of online sales platforms 
· Data driven, automated, integrated supply chain planning 
· Data as a main component of the product
· Increased competition from higher performance materials (e.g. high performance polymers)

	Sustainability, social and legislative
	· Accelerated efforts to reduce CO2 emissions, increasingly strict regulation.
· Drive for material efficiency and circulatory putting pressure on demand
· Competition for young talent
· Changing workforce requirements, e.g. work-life balance, digital skills




Taking the key developments and translating this and using a SWOT analysis fig 2.2 and a PESTLE analysis fig 2.3. Key strategic objectives are developed.

Fig 2.2  TSE SWOT Analysis 

Fig 2.3  TSE PESTLE Analysis






From reviewing the external factors through the SWOT and PESTLE analysis, as a HR function, we can analyse and develop strategies to mitigate risk and be more forward focussing.

Implications and Key focus area for HR in TSE 
In an industry that is over 100 years old, comes with legacy, history and a culture that has evolved that is not fit for future.  To enable HR to align with the vision, mission and strategy of the organisation, the areas of focus 

To combat the demography, aging workforce and retention issues HR need to ensure that they are attracting and onboarding talent, strengthening our employee value proposition.  Improving Knowledge sharing processes to support the transfer from experienced employees to new hires.  Change of succession planning to include knowledge management roles to move employees close to retirement unable to continue with heavy manual roles. Focus on recruiting and attracting the right talent for the organisation, focus on mindset, culture and values, not only experience or education.

Building Capabilities that are fit for the future both mindset and technical, focus on the digital and innovative agenda to align with aspirations of being Carbon neutral in 2040.

Changing workforce requirements – change in policies and processes to move from a ‘old style’ of working to enhance flexible working and work-life balance.

One of the biggest gaps for TSE and HR strategy over the previous years has been organisation design, organisation change, culture and engagement. Over the last 4 years our organisation health index survey results have declined in scores.  A new focus and a strategic objective to drive organisation change and engagement.  To deliver this a focus a change in our organisation structure will need to take place, training programmes, role profiles and HR processes to include management of change and strategic communications to support engagement and change.
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Changing workforce requirements, e.g. work-life balance, digital skills


Competition for young talent


T


L


E


Digitisation of the industry and value chain


Emergence of online sales platforms 


Data driven, automated, integrated supply chain planning 


Data as a main component of the product


Increased competition from higher performance materials (e.g. high performance polymers)


Political stability and importance of Steel & Iron sector in the country's economy





Global population growth decelerating and aging population





Accelerated efforts to reduce CO2 emissions, increasingly strict regulation.


Ethical sourcing through the supply chain





CO2 legislation in Europe
Best available technology (BAT)
Industrial safety regulations
Anti dumping laws
Trade regulations
Energy costs
Carbon footprint
Raw materials price volatility

SO14001, EUEmissions Trading System (ETS), EU Industrial Emissions Directive, Climate Change Agreement (UK), MEE (NL)
EU Emissions Trading System (ETS) 
EU Industrial Emissions Directive (IED) 

Strengths


Specific differentiated products (e.g. OCS Colorcoat, Protact, Celsius, Serica)


Weaknesses


Drop in safety performance


Threats


Global industry overcapacity •Trade protectionism (e.g. US)


Opportunities


Society’s shift to circular economy


Ability to develop and commercialise new products


Competitiveness of IJmuiden site


Carbon effciency of production process (top 15% of world) 


Gap in customer satisfaction (Delivery performance, quality, responsiveness)


Competitiveness of Strip UK chain


Organisational health (direction, culture, leadership)


Ability to attract and retain workforce 


Customers looking for higher quality, better performing products with an increasing focus on sustainability


Customers become co-creators in design and manufacturing of products


Growth in automotive and high-value areas of construction and packaging


Growth outside Northwest Europe


Digital technology and analytics (customised products and services, transparency, smart manufacturing)


Optimisation of supply chain from steelmaker to end-user 


Increasingly strict conditions to maintain “Licence to Operate”


Accelerated efforts by governments and society to reduce CO2


Swings in raw materials, prices, forex


UK leaving EU (impact on trade, customs and key customers groups)


Substitution by other materials


Changing workforce constitution and competition for talent 


Stability of manufacturing processes


