Title
An Evaluation of the Environmental Factors Impacting the Organisation and its HR Strategy.

Executive Summary
A report of the major environmental factors impacting Tata Steel UK Limited including an evaluation of HRM and Business Strategies which will influence the organisation. Using the PESTLE tool the writer has identified and analysed the impact of Technological and Sociological Factors.
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Introduction
Tata Steel UK Ltd (Tata) is one of Europe’s leading hot strip mill steel manufacturing businesses. Annual turnover is around £2 billion with sales exceeding 3million tons. Of the 8,500 employees, around 4,000 are based at Tata’s main integrated steelmaking site in Port Talbot with the remaining distributed across Tata’s processing facilities in the North East, North Wales, South Wales and the Midlands. 

External factors have been challenging since the 2008 Financial crisis with low sale prices for products and a relatively strong pound. The past 18 months have been particularly challenging for Tata with the decision to put the UK business up for sale on 29 March 2016 and the signing of a Memorandum of Understanding to pursue a Joint Venture with Thyssenkrup. Current business strategy for Tata is contained in its recently revised Mission, Vision and Values which can be found in the appendix. Their mission is to create a business that is sustainable in every sense, with a focus on a differentiated product strategy and developing the next generation of premium products. 

This report will consider the most significant external environmental factors affecting Tata and what business and HR strategic decisions are required in response. Kew and Stredwick (2016) classify the external environment in two ways. The General/Macro environment relates to Industry level impact factors and the Task/Micro environment relate to factors impacting an individual organisation. It is recommended that HR Professionals regularly scan the environment for any emerging external factors and work closely with Leaders to ensure strategic business responses are aligned with strategic HR responses. This is particularly important in today’s VUCA Environment. VUCA is an acronym which stands for Volatile, Uncertain, Complex and Ambiguous. Tata as part of the manufacturing Industry are especially vulnerable to external environmental. 



Methodology
In order to analyse the external environment, the writer has used the PESTLE framework. The CIPD recommended the use of PESTLE (Political, Economic, Sociological, Technological, Legal and Environmental) as one of the most effective analysis tools. It is simple, facilitates the understanding of the wider environment, encourages external thinking and helps organisations to anticipate any future trends/threats and make appropriate strategic decisions. Despite the risks of collating too much data and the pace of change making it difficult to anticipate all trends/threats on balance the advantages of using PESTLE outweigh the disadvantages. Due to the nature of this report, the writer was unable to collaborate with a range of experts from different disciplines as recommended by the CIPD. However, despite this, by conducting research of key textbooks, collating company information both internally and externally and internet resources, the writer has gathered sufficient data in order to draw recommendations. It is recommended that Tata follows up this report with other analytical techniques, such as SWOT, Porter’s Five Forces, Competitor Analysis and Scenario Planning.



Findings 
For the purposes of this report Technological and Sociological factors have been selected for detailed analysis. A full PESTLE of other external environmental factors are beyond the scope of this report.

Technological
According to Brynjolfsson and McAfee (2014) ‘We’re living in a time of astonishing progress with digital technologies’. The pace of Technological advances are developing at a rapid rate, far outpacing our ability to keep up. Leading global research reports from Deloitte (2017), PWC (2016), CITI workforce v2.0 (2016) and CIPD (2017) conclude that technological advances will have a fundamental impact on what the workforce of the future will look like and the type of work humans will be required to do. There will be a high demand for skills such as digital know-how, management capability, creativity, entrepreneurship and complex problem solving. The World Economic Forum (2017) report that the top 10 skills required for the future include complex problem solving, communication skills and critical thinking. Work tasks will also change, with an increasing amount of jobs becoming automated. According to the CIPD (2017) 35% of current jobs in the UK are at risk of computerisation and automation over the next 20 years. 

There are some who are pessimistic about this advancement and predict apocalyptic scenarios, notably Musk (2014), however it is widely accepted that this change is positive and as a result this report recommends that this development should be embraced. With low productivity continuing to be a problem in the UK, particularly in the manufacturing sector where it fell 1.3% from Quarter 1 (Jan to Mar) 2017 to Quarter 2 (Apr to June) 2017, technological advances in the production process represent a significant improvement opportunity. Success will not just be dependent on hardware investment. It will be important for Tata to attract, retain and train those already digitally skilled but equally to develop existing to effectively collaborate with new Technologies. 

Developments in Technology will not only change the workforce and require Tata’s HR Strategy to respond but also change the way the HR operate. According to the CIPD (2017), onerous HR tasks are likely to disappear and a real opportunity n exists to improve administrative flows within the organisations, where there are large volumes of data (e.g. recruitment processes) or large scale data needs scrutinising (e.g workforce planning). 

A PWC report (2016) suggests that one of the key requirements for companies within the digital age will be a focus on people and culture to drive transformation. People-focused factors are clearly within the remit of the HR function and policies can be produced to incentivise desired behaviours, however culture change will require a change in direction with Leaders playing a key role in modelling those behaviours and leading by example. HR will play a key role in facilitating change and ensuring everyone is on board with it. In a study by Crail (2007) the two main barriers were communication breakdown (90%) and employee resistance (81%) As highlighted by the CIPD (2015) resistance can fall into two categories, resistance to the content and process of change. There are a number of change models which can be applied to ensure successful transition, notably the McKinsey Change Model which not only provides a framework to prepare for change but also an Influence Model designed to get people ready for change. 

The current HR Model at Tata is based on the Ulrich model (1997), where the HR department are separated into Centres of Excellence, Business HR and Shared Services. However the silo working structures of the Ulrich model can in practice be value sapping. Given that this model is now 20 years old and with the pace of technological change impacting the world of work so fundamentally, there is a compelling argument for a new approach encouraging HR to be more agile in order to respond more effectively to future advances. A recent article from CapGemini (2017) propose a development towards Centres of Value, Digital and Robotized Shared Service Centres and Business Partners adapting to the Gig Economy. Further Kew and Stredwick (2016) refer to a new model of labour, a core and disposable labour force. The core labour force will be your full time permanent employees, whereas the disposable labour force will consist of employees whose work can be automated and their employment will be more temporary with the ability to be flexed up or down as required.

What is clear is that with Technological advances having such an impact on both business and HR strategies, HR will need to be at the heart of these strategic decisions and acting as a strategic partner (Ulrich 1997) to the business set the agenda (Cappelli 2015). As Charan et al (2015) recommended a G3 should be set up to ensure strategic decisions are a collaborative process between the CEO, CFO and CHRO. 

Sociological
ONS data (2017) shows that the UK population is projected to increase by 3.6 million (5.5%) over the next 10 years. There will also be an increasing number of older people; the proportion aged 85 and over is projected to double over the next 25 years.  According to the CIPD 2017 over 30% of people in employment in the UK are over the age of 50, and there are currently unlikely to be enough young people entering the labour market to replace them as they leave the workforce, taking with them their skills and experience. If as suggested by Ulrich and Smallwood (2012) we live in a knowledge, talent led economy, with an ageing workforce Tata will not only need to do more to accommodate older workers but also maintain a talent pipeline with the right skills. 

Tata along with many other organisations are facing the prospect of managing 5 generations in the workforce. Each of these generations come with a diversity of experiences, perspectives, personal values and ideas as discussed by Knight (2014). Despite the benefits that this diversity will bring it will also create challenges and opportunities for HR to develop policies to effectively cater to each of these different generation’s needs, motivations and levels of engagement. Hewlett et al (2009) suggest that companies who align their HR policies to the shared values of older and younger workers will enjoy a major talent advantage. 

Strategic HRM provides a strategic framework to support long-term business goals and outcomes. This should be fully aligned with business strategy (Boxall and Purcell 2011). There is no universal agreement on a single HRM Model. There are many different viewpoints ranging from a ‘Best fit’ approach where HR strategy is defined based on the unique needs of an organisation to a ‘Best practice’ approach where it a one size fits all universal bundle of HR strategies and practices which can apply to any organisation will result in increased operational performance (Guest 1997). What is important is to distinguish between HR Strategies and Strategic HRM which is the overall framework determining the shape and delivery of the individual strategies. The ‘best fit’ approach originates from the Harvard framework (Beer et al 1985) whereby HR strategy is based on a consideration of stakeholder interests and situational factors. HR outcomes flow from the strategy and have long term impacts on organisational effectiveness and back into stakeholder interests and the external environment. HR choices are vast and as summarised by Beer et al, when facing a complex environment it might be wise to choose a combination of different models. The reverse argument comes from the supporters of the ‘best practice’ ‘high commitment’ approach, including Pfeffer’s Seven Practices (1998) which lists seven key HR strategies with the consistent application of these within the organisation leading to performance improvements. Integration with business strategy involves a very different approach, driven by top down management promoting the benefits of these best practices and incentivising managers across the business hierarchy to implement consistently. 

This approach is evaluated with reference to the Cynefin framework (Snowden and Boone 2007). Best practice approaches assume a simple environment where the outcome of a course of action will be easily predicted. In this context, if these practices are applied as a package they will result in improved performance. Equally, according to Marchington and Wilkinson (2005, p 95) ‘best practice’ works on the assumption that employers have the luxury of taking a long-term perspective.  And therein lies the problem for Tata who operate in a complex not simple environment. The external environmental factors are constantly changing and at times changing at such a fast pace it is difficult to see how such best practice approaches which assume a specific outcome  regardless of the external environment can work in practice. When considering the Beer Model (1985) those external or situational factors feed HR policy, outcomes and long term consequences so it follows that HR policy will always be changing. However the best practice approach should not be completely disregarded, at the very least represents a good place to start, and by applying the Cynefin’s framework Tata’s HR policies will be emergent.



Conclusions 

In conclusion the writer highlights that in today’s VUCA Environment, with Tata especially vulnerable to external environmental factors, regular PESTLE analysis coupled with other analytical tools such as SWOT, Porter’s Five Forces, Competitor Analysis and Scenario Planning will be essential to ensure both business and HR strategy continue to be effective.
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Figure 1. Tata 10 year Strategy
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Figure 2. Tata Mission, Vision and Values
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Figure 3. Tata Recent timeline






15

image1.png
Our 10 year strategy is based on improving the product and market

mix to maximise returns from our Hot Mill volumes
Latest view : April 17

Product Mix development Market Mix development
s T 391 g6 3091 3182 3052
G465 4 991 3s6s 2950 2992 3952 3200 e et e
200 ol onermme g rois
3,000 ’ [Cps—"
2500 ™ O ==
Eree o
2600 Do D s snepe
2400 Erocaro i
200 HOCNON AUTO [ e
[ mocs
2000 { % [ t——
O B sy sro A s
1800 Omee s
1.600 = cosenT
1400
1200
1.000
00 i
il oo | [ i
500 o
=t Forusenvaoe
0
ot and mix
o fri | fo oo
2001 i
e stracive
prE-mow o w - wowm O hpe aers a0 Przi Pz P o vame o
AP18 AP1S AP20 FY21 FY23 FY26 Y26 v [yt
(Nov e ot e
Srie S
e atacie
Variable product granula ps

Note: Years shown fo express YoY change in mix





image2.png
PURPOSE

At theTata Group we are commitied
improving the qualty o e ofthe RESULTS
mmunities we sérve. We do this X

by striving orladerzhipand global \ .

campetitiveness n the busines sactors

inhich e operat

Our practiceofreturning t ociety

what e eamevakes st among

Consumers,employees, sharcholders

andthe community We are
mmited toprotecing this

heritageofeadership with

st through the manner

inwhich we conduct

ourbusiness.

Financil
Valus





image3.png
Major Events 2016 and 2017

March 29% March Announcement — Potential divestment of TSUK
Completion of Longs sale to Greybull
Strategic focus on Strip and continue TSE with TSN and TSUK

June UK vote in favor of Brexit
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iy concerning a potential Joint Venture

December Letter of intent signed for the sale of Speciality Steels

Consultation on changes to BSPS and ballot on proposal to
secure the future of the UK steel business

February Appointment of N. Chandrasekaran as Tata Group’s Chaimman
Chairman’s visit to TSE

Divestment Speciality

July Divestment SAW Mills

BSPS pension scheme separated from Tata Steel

Memorandum of Understanding on joint venture with Thyssen Krupp




