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Executive Summary
The are many internal factors within organisations that affect both HR and the organisation itself. Culture, the type of organisation (I.e sector) and the organisations strategic goals all impact how the business functions and develops. It is important that business strategy is aligned and formulated properly, working in tandem with HR to ensure the best results for the organisation overall. 
Introduction
The purpose of the following report is to explore HR’s role in the context of the wider business. To explore this, a comparison of organisations will be made and how different types of organisations generally impact on HR. The structure and management of the organisation will also be investigated in relation to how HR integrates with these factors. Finally, HR’s contribution to business strategy will be explored and analysed, with a focus on how organisational strategy can be translated into HR strategy and policy. In conclusion, the report aims to reveal how HR can contribute to the wider business goals by integrating into organisational strategy.
HR within the organisation – a comparison
For the purpose of the report and in order to explore how HR functions within businesses, two organisations will be compared to investigate how HR is delivered and also how HR contributes to the wider organisational strategy by adding value and participating at different levels within the organisation. 
The two organisations that will be compared are both private sector; one being a components manufacturer (Wall Colmonoy Limited) and the other an automotive manufacturer (Marelli). Although both are manufacturers, there are some differences between the two organisations and HR’s role within them, which will be explored in further detail. 
Wall Colmonoy Limited is a manufacturer of components into the aerospace, glass and oil industries. The company employs 205 employees in the UK (SME) and has been established for 80 years. The organisation is a private sector business, owned by an American private investor. The purpose of the business is to manufacture and supply customers with a niche product (component parts) across Europe and the rest of the world. The workforce is all based on one site in the UK, however some employees travel regularly. The organisational structure could be described as traditionally hierarchical and bureaucratic, however, some divisionalisation is taking place in order to devolve decision making to individual departments thus modernising the structure from a top-down approach (Kew and Stredwick, 2016). 
Marelli is an automotive manufacturer which specialises in radiator production.  The company is global, with around 40,000 employees worldwide. 350 of those are based in the UK, and this function was established in 1965. The purpose of the business is to supply products to the UK only, in comparison to Wall Colmonoy. Each site manages their own HR operations in their individual countries. This can therefore mean it is difficult to identify the organisational structure across the entire business, however, for the purpose of this report we will examine the UK function only. The function differs somewhat in its structure to Wall Colmonoy. Even though the UK function can be said to have some bureacracy in its management, the structure is largely a matrix organisation where many projects are taking place all at one time.
Both organisations lie within the private sector, which can be both a positive and negative when it comes to HR being able to make decisions. HR can still be seen as a largely administrative function, particularly where long-standing employees are concerned (as HR has replaced personnel). As both companies are over 50 years old, this can be difficult to manage from a cultural change perspective. However, positively, as both organisations are in the private sector, HR can have more autonomy over developing policy and procedure, in comparison with a public sector organisation for example where there would likely be more structure already in place. 
Organisational Structures ad Management 
There are many internal factors that can impact on the HR function. These can include financial positioning of a company, technology within a business and the layout of an organisation (working in different locations, multiple sites etc). Culture, however, is probably the main internal factor that impacts HR within a business. This is prevalent in all sectors, and the type of culture can all depend on the above factors and also the way an organisation has been structured. Harrison (1972) noted that there are four ‘culture types’ that can be identified in an organisation. These are:
· Power (Top down, competitive with decisions made quickly)
· People (Consensual, management control rejected – people have a voice/buy-in) 
· Task (Focus on skills and competency, dynamic and mainly project based)
· Role (Bureaucratic where everyone follows a process and has a role to play)

Generally, both Wall Colmonoy and Marelli have power culture types combined with task based culture, however, Marelli also reflects the people culture type due to it being a heavily unionised organisation. This can shift the control of the organisation largely into the employees’ hands which makes for an interesting culture particularly in times of change. It is important in both organisations that HR understands the culture, and also the other internal factors in relation to change. Trying to understand culture can hold implications for HR, however. 
In both organisations, the business is fast paced and has to adjust to changes quickly to meet customer demand and industry driven change. However, due to the age of the organisations and the amount of long serving employees in both, it can be said that the businesses are culturally caught in “rituals and routines” referred to in Johnson’s Cultural Web (1992) or an embedded culture, which, in both organisations, is more commonly referred to as ‘the way things have always been done here.’ Trying to break this culture can be difficult, however, HR can get around this by encouraging positive culture, which looks ahead rather than a negative culture that can be stuck in the past. This can also support the organisations with where they want to be in the future. 
HR can also track employee perception or investigate what employees think of the organisation as a whole. Marelli has been completing employee surveys and focus groups for a number of years to do this, and uses the feedback to drive not only operational performance and change but also strategic change. For example, employee ideas on product development, site improvements and also development for staff. Wall Colmonoy adopted a similar initiative two years ago, with annual employee engagement surveys being introduced. Improvements have been required as many employees felt the surveys were not being used for effective change, however, more commitment has now been made to communicate and act upon change. For example, management communication has now been improved by using different channels (email, noticeboards newsletters etc.) to break the negativity around a ‘power’ culture. 
HR’s role in developing and implementing Organisational Strategy
A strategy is “the pattern or plan that integrates an organisations’ major goals, policies and actions into a coherent whole.” (Quinn, 1980) Strategy helps organisations to understand what they are doing, why they are doing it and how they want the business to look in the future. It helps a business to prepare for change effectively and also define goals that can be achieved. Strategies are better if they are simple and are based on a small number of key concepts. 
From a HR perspective with regards to HR’s involvement in formulating organisational strategy, this differs between the two organisations. Wall Colmonoy has a very small HR provision, so is possibly less advanced in having a strategic HR function in comparison to larger organisations. That being said, there is an emphasis on coaching and developing employees to understand HR as a function and also a drive to be able to influence and recommend the best course of action to develop organisational strategy, for example structuring HR strategy to develop internal talent to plug a skills shortage (typically found in manufacturing). Strategic involvement such as this can support the organisation with its workforce going forward, which is a business critical requirement. 

Organisational Strategy and the link to HR Strategy
HR strategy is defined as “a set of ideas, policies and practices which management adopt in order to achieve a people management objective.” (Tyson, 1995) HR strategy specifically focuses on promoting performance and competitive advantage within the organisation. There are a number of ways HR strategy can be developed and initiated. However, to align HR strategy with organisational strategies, HR needs to fit with business strategy, aligning with them so both strategies support one another and are consistent. The better this is, the more successful the HR strategy will be. Porter’s Generic Strategy model (1980) is widely used as he identified three core strategies that businesses follow:
1) Cost Leadership (Value for money)
2) Differentiation (innovation)
3) Focus (using cost leadership / innovation in a niche market)

This, alongside other similar models, such as the Boston Consulting Model (Purcell, 1989) supports HR with thinking in a more strategic way and about how the function can add value to the organisation. 
Within both organisations, how the organisational strategy translates into HR policy and strategy differs. Within Wall Colmonoy, there is a strong focus on evaluating what the company has in terms of its resources (notably, people). The organisation sees this as its strength to remain competitive by ensuring the most valuable resources are protected and enhanced. Resource based thinking, such as this, was developed by Barney (1991) ensures longevity of the organisarion and is something becoming more common in manufacturing as its ageing workforce becomes more prevalent. Due to the nature of the automotive industry, Marelli takes on more of a contingency based approach (utilising Porter, for example) where it focuses on being innovative and competitive in price within its market, in comparison to its competitors. This can mean linking HR strategy to the organisational strategy more difficult as its approach is more to focus on product/market before linking to HR strategy. This is potentially because HR is differentiated on each site, so may not connect in the way it could if for example, it was a more centralised function. 
Going forward, HR is going to become more and more strategic as the function develops from HRM to SHRM. More consideration around external factors such as political and economic changes and changes to the way working practices are developed and implemented will adjust how strategic HR is within an organisation. Throughout organisations, this will mean HR will need to be aligned with business strategy, becoming more integrated and this will result in the function becoming more strategic and business focused.
Conclusion
Both organisations require more development around linking HR strategy with wider organisational strategy. The industry overall lags behind others in comparison, and this may be a factor in why HR isn’t as integrated into organisations within the manufacturing and automotive industries. This will undoubtedly change in the future as more HR functions become increasingly strategic in their approach, operate more as an integrated business function, and not in a solely administrative capacity.  The CIPD wrote in 2015 that HR must develop and grow to “play a greater part” in organisational development alongside widening knowledge on global context and the wider business needs. This will ensure the success of the HR function as a successful and effective business function.
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Activity 2
PESTLE/SWOT Analysis – Marelli (UK)
	POLITICAL

	External Factors to consider
	Factors Affected in my Industry
	Importance to Organisation

	Government Policy
	Can Impact trade
	Impact on movement of goods and profits

	Polticial stability	
	
	

	Tax
	Higher costs
	Negative financial impact

	Industry Regulations
	Manufacturing, H&S, HR
	Could impact production, costs, workforce

	Global Trade Agreements 
	
	

	
	
	

	ECONOMIC
	
	

	External Factors to consider
	Factors Affected in my Industry
	Importance to Organisation

	Exchange Rates
	Costs of goods in and out
	Affects goods and selling price (+ and -)

	Globalisation 
	Wider market, risks, profits
	Widens market, risk increase, profit (+)

	Economic Growth/Decline 
	Expansion/shrink of industry
	Could affect long term business outlook

	Inflation
	Increase in costs, decreases value
	Affect profit/long & short term outlook

	Interest Rates
	Costs
	Profit impact, reduction, business continuity

	Cost of Living
	Could mean increase in wages
	Affordability – could impact business

	Labour Costs
	Impact on recruitment and costs
	Increase in costs, recruitment may suffer

	Consumer spending habits 
	Less or more products bought
	Impact on profits, production volumes 

	
	
	

	SOCIAL
	
	

	External Factors to consider
	Factors Affected in my Industry
	Importance to Organisation

	Consumer trends/taste
	Potential change in product bought
	Adjustment to product ranges/new ideas

	Fashions
	Change in taste for cars, possibly
	New ideas/ranges to be adjusted

	Consumer buying habits
	Drop or increase in product bought
	Increase or decrease in production

	Lifestyle factors
	Demand for automotive products
	Increase or decrease in production

	Work-life balance
	Changes to working patterns
	Flexible working required/WFH etc.

	Population demographics
	Change to demo of buyers/market
	Potential for change to target audience

	
	
	

	TECHNOLOGY
	
	

	External Factors to consider
	Factors Affected in my Industry
	Importance to Organisation

	Automation
	Cost, less jobs
	Less employees required, cost outlay

	Innovation
	Improvement in production/quality
	More attractive to customers

	Disruptive Technologies
	Loss of focus
	Production affected

	Social Networking
	Employees, reputation
	Reputation affected, employee relations

	Upgrades
	Equipment needing to be changed
	Cost increases

	Robotics
	Cost, Less workforce required
	Redundancy potential, loss of staff

	Artificial Intelligence
	Cost, less workforce
	Redundancy potential, loss of staff

	Security 
	Technology advances, harder to control
	Cost of trying to keep business secure

	LEGAL
	
	

	External Factors to consider
	Factors Affected in my Industry
	Importance to Organisation

	Employment Law
	Employee relations, tribunals etc
	Policy and procedures, regulation

	Common Law
	Operation of facilities
	Operation, risks, continuity 

	Local Labour Law
	Operation of facilities in local areas
	Operation, risks, continuity 

	Health and Safety Regulations
	Regulations in industry
	Cost if not adhered to, risks to employees

	
	
	

	ENVIRONMENTAL 
	
	

	External Factors to consider
	Factors Affected in my Industry
	Importance to Organisation

	Environmental Restrictions
	Operational procedures
	Cost if not adhered to, risks to employees

	Sustainable Resources
	Products, supply chain
	Extra cost

	CSR
	Reputation, environment
	Local/international reputation

	Ethical Sourcing 
	Product range, availability
	Reputation

	Transportation
	Cost, availability
	Critical to get product in and out

	Procurement 
	Costs, availability
	Competitiveness, client relationships

	Supply Chain Management 
	Costs, availability, speed
	Competitiveness, cost, quality of product



SWOT 

	STRENGTHS
	WEAKNESSES

	Part of a global business 
	Automotive industry - struggling

	Established business and workforce
	European part of business – Brexit implications 

	Strong brand reputation 
	Many competitors in market 

	OPPORTUNITIES
	THREATS 

	Diverse customer base 
	Brexit 

	Electric/hybrid vehicles
	Global economic downturn 

	Scope to increase market into other countries 
	Competitor poaching 



In the current economic climate, businesses have to be increasingly competitive and ensure they remain attractive in their individual markets. Marelli, as an automotive business, is acutely aware of this and has made many changes within the organisation to ensure the business haw long term stability and visibility. 
As detailed above in the PESTLE and SWOT analysis’ of Marelli, there are multiple factors to consider in an organisation such as this. For example, political changes can impact the way the organisation trades, Economic changes can impact profitability and the workforce, Social factors can change buying habits (both positively and negatively), changes to Technology can be costly and impact employment, Legal requirements can change and leave the organisation susceptible to more risk or cost and Environmental factors are becoming increasingly more stringent and costly. All of these not only impact the businesses profit and bottom line, but also its workforce which is at the core of the business and its success. 
The above SWOT analysis also shows how many factors can positively and negatively impact the business. Marelli's biggest strengths are that it is an established global business, with a good brand reputation. This makes it attractive to customers and the company has a diverse customer base, with a scope to develop a wider product range (including electric and hybrid vehicles). However, the industry as a whole is struggling due to changes around vehicles and emissions, meaning the market is increasingly more competitive. There are also threats to the business on the horizon, such as Brexit and a possible economic downturn. These all mean the business has to do a lot more to survive and remain profitable.
All of these factors have an impact on the internal HR function. Brexit and government policy can impact on EU funding and employment, meaning that employees may need to be made redundant or will lose access to funding to upskill or train. The business will then need to find additional spending to cover these costs. Less upskilling of staff will also mean a less competitive workforce and may affect market positioning. Economical changes such as increases in the Living Wage or National Minimum Wage are already factors that impact the business, however, larger increases or more regular increases will mean this could impact on workforce numbers and could mean a reduction in staff. HR would need to manage restructures, redundancies or potential TUPE situations. Within Marelli, there is an increasingly ageing workforce which is a pressure on HR. Pressures include long term sickness absence for chronic illness/diseases, which leads to an increase in sickness absence figures. Reasonable adjustments and occupational health intervention also lead to added costs, and the concern around upskilling younger employees and filling skills gaps is becoming more apparent. 
The automotive industry is looking more towards automation, AI and robotics within the workplace. This can be difficult for HR to manage as new technology inevitably means new skills are required for employees (added costs and administration) and also, some of the technologies require less employees in the workforce meaning redundancies may need to be made. HR may also need to consider and identify skill sets within the business to ensure the right people are in the right place in order for the business to function effectively. Agile and flexible working is also something manufacturing is trying to catch up on, with Marelli being no exception. New working practices, plus any changes to legislation, will mean a review of policies and changes to T&C’s for HR, alongside negotiation with the Trade Union and employees themselves. These changes however, can reduce the businesses carbon footprint and encourage a better work-life balance. Marelli HR’s focus is currently on wellbeing within work and this is something that could support this initiative. 
[bookmark: _GoBack]In summary, undoubtedly, the biggest impact for HR will be the changes to the way people work in the future. The fourth industrial revolution is “a revolution that is fundamentally changing the way we live, work and relate to one another.” (Schwab, 2015) This will mean HR will have to be at the forefront to ensure employees are supported and adequately prepared to work differently, with changes in the digital landscape and also how we interact (less time in the office or social interraction). This will include ensuring mental health is monitored and supported as people make transitions from traditional to modern working practices. Alongside this, HR will undoubtedly be a key player in ensuring employees obtain the relevant skills to be able to cope with changes to technology. This may mean more influencing and persuasion to ensure the company is taking care of employees, has a suitable budget and sees the value in having a skilled and prepared workforce. 
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