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An Evaluation of the Environmental Factors Impacting the Organisation and its HR Strategy
Written by Michelle Coffey
 
Executive Summary
The purpose of this report is to explore what is HR strategy, what does it mean to Coastal and how is it affected by changes to the environment, both internally and externally. First it will look at the external environment and how globalisation affects procurement, funding & finances, labour market conditions in Wales including Mass Unemployment Events (MUE’s), the impact of sector wide legislation and the potential financial loss as a result.
These changes to benefits in the wake of Welfare Reform (WF) and Universal Credit (UC) have required restructuring Coastal’s services to enable a more person centred service, this not only requires a change to how we do things but also additional resources, skills and capabilities across the organisation. This will be enabled by upgraded technology and continued investment in training and development for employees paired with a focus on integrated wellbeing and a relationship based service.
Introduction
This report identifies and evaluates key environmental factors and developing trends affecting Coastal Housing, recommending a steer for ensuring horizontal and vertical alignment of organisational goals and HR strategy to be future fit. Using a variety of tools including PESTLE (appendix 1) & SWOT analyses (appendix 2) (Kew & Stredwick, 2010) to understand the wider business context and minimise risk (CIPD, 2017). The report takes into account external competitive forces (Porter, 1979) and labour market trends along with the internal managerial and business environment (Farnham, 2015).
Main body
HR strategy is concerned with resourcing, work flow, employee voice & reward underpinned by commitment, competence, cost-effectiveness & wellbeing (Pfeffer, 1994). To be fit for future growth and maintain the 4 pillars of sustainability (fig.1. & appendix 3.) (Coastal Housing, 2015), Coastal must anticipate & manage changes in the internal and external environment. Managers must actively engage in identifying potential drivers of change and adapt. At Coastal a best-fit approach is adopted when it comes to strategy, as best practice for another association operating in Wales would not work in a systems thinking environment (Farnham, 2015). 
[image: ]Fig 1.






The systems thinking (or Vanguard) model of managing (fig 2.) is a form of emergent strategy.
Figs. 2 – 2.1
[image: ](from internal training slides)[image: Image result for harvard model] (Farnham, 2015)
[image: ]Emergent strategy, unlike rational strategy (command & control), takes into account human need, incorporating learning & development (L&D), culture and politics as part of implementation allowing flexible responses to change (Farnham, 2015; Lynch, 2012). The Harvard Model (fig 2.1), like the Vanguard model focusses on people, aligning strategy, policy, systems and practices, key stakeholder consultation and environment scanning ( (Beer, 1984); (Fombrun, 1984); (Legge, 2005)). These methods align with Coastal’s values (fig.3 left) and focus on what matters to the customer. The table below outlines key differences between command & control and systems thinking environments.
[image: ] (from internal training slides)
External Environment
The UK inflation rate is higher than most other EU countries, including the larger western European nations, sterling depreciation after Brexit may have influenced this but increasing global prices could be a factor (CHC, 2017). The HR community was consulted, 79% of respondents felt optimistic facing Brexit & 54% were confident of finding solutions (Faragher, 2017). Brexit voters demonstrated a lack of trust and faith in the establishment combined with a fear of globalisation (Betts, 2017). These external forces put pressure on our customers, employees & partners, so we need to be supportive, creative and understanding in this time of uncertainty. 
Modern globalisation has downsized local government and public sector organisations (Cerny, 1995); (Petrella, 1996)While Housing is not a traditional ‘industry’ competitive forces rooted in underlying economics (Porter, 1979) still apply to funding pools, being an employer of choice, service standards, stock quality and cost procurement. Globalisation affects the cost of building materials, acquiring land & other supply chains (Farnham, 2015). Even with a commitment to using local contractors and suppliers to sustain our local economy, labour costs may increase, following Brexit predicted skills shortages in construction may occur or material prices increase through currency fluctuations or trade agreements (Welsh Government, 2017). Changes in the welsh housing sector and the communities in which we operate can be seen in the merger situations arising for economies of scale, the issues surrounding Tata Steel and the near closure of the Port Talbot works along with more historic MUE’s and in the continued lack of internet in rural areas of Wales, all of which impact our tenants.

Reclassification to the private sector means funding for RSLs to build and improve social housing doesn’t have to compete with other Welsh Government capital project priorities (Welsh Government, 2017). But the third sector are experiencing a reduction in funding streams, this impacts on tenants access to support services, having to provide more support with less funding requires creative and flexible organisational structures. The highest demand in terms of support and advice was in benefits (15%), followed by digital inclusion (14%), housing advice (10%), mental health (9%) and employment (8%) (Coastal, 2017). 
	
Some of the biggest changes to the operating environment are outlined in the PESTLE analysis (appendix 1. (CIPD, 2017)) underpinned by the SWOT & PRIMO-F analyses of the key internal factors (appendix 2. (Rapidbi, 2017)). Used independently these tools are quite basic but in conjunction they provide a well-rounded view of the factors affecting the organisation. The impact of welfare reform and universal credit (UC) have driven change at Coastal to work differently with our customers, putting them at the centre, requiring restructuring to smaller geographical patches. Funding reductions resulted in a TUPE  situation in the support service, this may be further impacted by the living wage and labour markets (Welsh Government, 2017). Much of the work we have done in re-shaping teams and activities in community housing teams has been focused on tenancy/community sustainment and engagement with stakeholders in matters related to community development around the principles of asset based community development (ABCD (Coastal, 2017). Of tenants claiming UC, 83 of 91 are currently in arrears totalling £71,629, averaging £863 each. During 2018 Coastal could have 800 new claims for UC, 4000 by 2022 (Langley, 2017). The increased workload associated with rent collection in the face of UC roll out necessitates additional frontline resourcing and skills within the organisation (Welsh Government, 2017), these can be achieved through L&D and/or recruitment. While recruitment and retention are not a challenge at Coastal the demand for skills increases. 
Internal Environment
The pace of change today is rapidly increasing; human brains have not kept up so organisations struggle to keep momentum during change management, compounded by people’s fear of the unknown, it falls to Senior Management Team (SMT) to provide clear vision, purpose and listen to the needs and issues of the workforce (Gyton, 2017). Change management & employee engagement were cited among the biggest challenges for HR along with recruitment, onboarding & retention (fig 4.). Power lies with the employees in the current labour market, employment in Wales is 71.5% down 2% from last year (67.9% in Swansea) (CHC, 2017), so we need to ensure our culture gives people the tools to cope in a VUCA environment (Crush, 2017).
Fig. 4 (Faragher, 2017)
[image: ]
If poorly managed, change can impact engagement, commitment and ultimately reputation (CIPD,2015). Engagement requires management buy in and employee engagement to be effective, a whole organisation approach, not just HR’s responsibility, ensuring horizontal & vertical alignment between business aims and policies (Porter, 2004; Marchington et al., 2012). Employees will drive business forward if they understand its purpose, drivers for strategic decisions and feel involved. Creating space for dialogue and encouraging idea sharing can improve information flow in all directions increasing agility (Gyton, 2017) but this can mean that things often seem chaotic so clear communication is key.

High performing work systems depend on skills, ability, knowledge, motivation and an environment that supports performance (Appelbaum & Batt, 1994; West et al. 2002). HR must enable employees to develop their negative capability and provide opportunities for involvement with potential for growth, expertise or broadening job roles in a continuous learning environment (Boxall, 2011). 
Hiring for attitude and training for skill provides a flexible approach, growing talent from within over buying in. HR Business Partners work closely with leaders and managers identifying demand and skills gaps, testing fresh ideas, models of operation, redesign and communicating changes to employees to achieve organisational objectives (CIPD, 2015). Ensuring  successful  workforce  planning Coastal encourages employees to be open about career aspirations, working with their managers through one to ones & coaching on training plans and development opportunities to improve their future and Coastal (CIPD, 2015; Faragher, 2017). Candidates have high expectations, looking for where they can gain & add value, to fully realise this they need to understand the organisation. Using pre-boarding, personality profiling and onboarding processes can tailor experience for the individual, challenging individuals to be curious and identify areas for improvement might help engage staff from the beginning, managing expectations and building in reflective practice early on in the employment relationship (Faragher, 2017).
Coastal lost SME status following 10% growth over the past two years, closing funding streams for training but have internally developed two ILM accredited training courses on Housing and Leadership & Management tailored to the behaviours and skills required and the climate they create. To deliver strategy effectively performance levels must be understood and all should be held to account. Upskilling the line through these bespoke programmes and additional resource provided by the third HRBP and the BP model in Finance will promote integration working closely with strategic management (Ulrich, 1997). Increased management capability has led to a number of disciplinary procedures recently, tribunal fees have been removed again which could result in an increase in tribunals (Hugh James, 2017).
Skills have a half-life of 5 years in today’s society (Deloitte, 2017). ABCD is practiced with Coastal tenants but not employees to tap into a wider range of skills, this could create dynamic career paths, increasing knowledge & skill sharing. Technological and analytical skills and capabilities are not abundant; a test for digital competency could be introduced at recruitment stage to ensure a base level of IT literacy for all employees through digital inclusion training.
As a systems thinking organisation, Coastal uses demand data to drive improvement, analysing frequency and types of demand from internal and external customers, driving strategy design or “systems” of working to enable Coastal to meet demand. This approach enables us to “Fall in love with the problem not the solution”, allowing for innovation through purpose built experimentation methods (Boudreau, 2015). Analytics are becoming increasingly used in HR but analytic skill is lacking in HR departments (Deloitte, 2017). By using insights to drive strategy for continuous improvement solutions HR aim to reduce operating costs, improve services to meet demand and drive change toward strategic objectives while maintaining fairness (Ulrich, 2005). Integration and communication are key, monitoring the performance of teams and individuals towards business goals in a continuous rather than appraisal based review including regular feedback from peers and managers (Deloitte, 2017). One to ones encompass elements of the work, personal development & wellbeing (Farnham, 2015), these can break down when teams are very large or the line is stretched as at present. 
Employee experience of the digital workplace is key, Coastal’s technology is outdated but this is a common trend as demonstrated in the graph below (fig. 5 (Deloitte, 2017)). This will partly be resolved by upgrading to the cloud and the roll out of new mobile devices, requiring upskilling across the entire organisation, ensuring everyone understands how and why we use the systems we do, enabling them to take full advantage of learning opportunities and reward through digital platforms. 
[image: ]Fig. 5 (Deloitte, 2017)









HR systems are not capable of producing accurate analytics at present, due to the legacy system and the level of training and skill within the team, once the upgrade of Simply Personnel and Reach has taken place and the team are trained effectively in systems and analytics this will provide much clearer data, more easily extracted with reports that can be automated to set intervals for Board, SMT & the line. Using technology effectively frees up time to do more value work, improve services, advise and work with managers to improve information flow & planning (Smith & Williamson, 2015). Mobile working will cut down time between appointments for the front line and capture real time information, not having to return to the office as frequently to type notes. Mobile working brings data protection issues and makes the workforce more complex to manage, so systems, policy and processes must align horizontally & vertically with this and reflect demand (Griffiths, 2016). This poses a difficulty for HR and the line in that we need to get better at communication and good quality conversations at all levels. A breakdown in communication can be seen a leadership issue and a barrier to engagement, managers underestimate the power of communication to increase productivity and morale (Calnan, 2017). The recent introduction or restorative practice, focussed on building, maintaining and fixing relationships both enables managers to resolve conflict within teams but also empowers employees to have a relationship based approach to work.
The modern world means that employees are always connected and may feel unable to ‘switch off’, this along with increased workload has led to the overwhelmed employee. The increase in Mental Health absence across Coastal demonstrates this increasing by 1.3% from 2016 in Maintenance alone. HR strategies seek to simplify work environments and processes to reduce stress and improve productivity but implementing change can be overwhelming, which can impact employee wellbeing (Deloitte, 2015). The introduction of health screening and questionnaire’s this year will provide some directional data to monitor employee wellbeing in years to come but as yet has no comparable data, these will be followed up in January and will shape the wellbeing strategy going forward, incorporating some of the ideas shared at the Welsh Public Health Conference such as mindfulness & social prescribing (Public Health Wales, 2017) and a focus on Mental Health through partnering with Mind on the Time to Change Pledge (Mind, 2017).
In conclusion, 97% of employees do the right thing so not wasting time writing policies for the exception, aligning with Coastal’s policy viewpoint (McCord, 2014). Instead using principle led, evidence based & outcomes driven as writing rules doesn’t always work (Cheese, 2017). In order to do this the key areas of focus need to be inwards, this will be the slowest point of future development and we need to cultivate resilience, entrepreneurship and curiosity as all other skills will become outdated very quickly so we should use data to help people to make better decisions (Fox, 2017). Using the following principles; (Griffiths, 2016).

	Working in partnership using expertise to anticipate, innovate and problem solve

	Create a climate where learning new skills can be utilised

	Encourage new ideas and experimentation

	Challenge systems without negatively impacting operations

	Build trust through openness, commitment, accountability, empathy, restorative practice and no blame culture.

To be future fit we need transparency in goal setting & decision making, talent planning, trust to make decisions, innovate, collaborate and think flexibly whilst committing to personal development and knowledge sharing. Not just internally but in partnership with our communities and partner organisations across Wales (Public Health Wales, 2017).

Key Recommendations
This list highlights the key recommendations for HR strategic focus, this list is by no means exhaustive and a more detailed outline is included (appendix 4)
· Introduce pre & on-boarding in a more formal and tailored way
· Talent planning & skills development through peer learning, coaching
· Upgrade of HR systems & analytics
· Ensure policy alignment with any changes
· Develop guidelines for line managers in line with the Advanced Leadership & Management programme
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Appendix 1
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Appendix 2
	
	SWOT Analysis Coastal Housing

	

	
	Under each of the PRIMO-F factors list the relevant strengths and weaknesses.
List the Opportunities and threats from your PESTLE analysis below.
Then considering the combination of these factors generate some options or alternative strategies for action.
	Strengths (PRIMO-F)
· People
Purposeful
Passionate & Proud 
Invest in L&D
· Resources
Low staff cost per unit
Internal Maintenance Teams
Geographically distrubted
· Innovation & Ideas
Culture
Encouraged 
Bottom up
· Marketing
Employer of choice
Benefits
Culture
· Operations
Customer centred
Systems thinking
Commercial portfolio
Consultation
Bottom up
· Finance
Prudent financial planning to account for rise in interest
Individual barclaycards 
Good relationship with lenders
	Weaknesses (PRIMO-F)
· People
Increase in absence due to Mental Health
Technological skills
Analytical skills

· Resources
Not enough front line
Mobile devices

· Innovation & Ideas
Stifled by the day to day reactive
Time to implement

· Marketing
Communication

· Operations
Disorganised
Inconsistency

· Finance
Universal Credit & rent collection
Funding cuts to social and public sector

	E
X
T
E
R
N
A
L
	
	Opportunities
· Multi-generational workforce
· Technological advance
· Co-regulation
· Employability and skills
· Community development
· Wellbeing & support
· Diversity
· Co-creation/integration
· Partnership working
· Regeneration
· Merger 

	Threats
· Funding cuts
· Interest rate rise
· Brexit
· Welfare Reform
· Universal Credit
· GDPR
· Tribunal Fees
· Aging Population
· Minimum/Living wage
· Environment
· Skills gaps
· Financial environment
· Aging stock
· 

	


Template from https://rapidbi.com/swotanalysistemplates/ accessed 24 11 17
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lLink to CSR - is there a Policy?

Employment Offer

[Review / harmonise T & C's for trades staff

(Greater efficiency, fairness.

[Ensure business s not exposed to risk or challenge.
[Ensures equity and cover of fit for purpose service
|delivery to tenants (i.e. out of hours based on
|schemes etc).

lImprove the Induction programme to ensure
lemployees understand and embrace Coastal's

(Orientate employees to
(Coastal ways of working.
[support retention and

[Clear Induction pathway and
lintroduction/awareness of Organisational key
lareas such as Schedule 1, Data Protection, Funding
streams, H &, brief introduction to Systems
IThinking and internal structures and processes,

|way of working from day 1 (drawing on purpose [support employee transition plus role specifics (ie. key relationships across the,
|Onboarding lon 2 page) Jto new rote. lbusiness etc).
[Supports decision ma
[Establish with line managers what datathey  [allows identification of
Irequire and supply and review this on a regular [trends and focuses on [To provide measures to support the business and
Performance Data |basis to improve performance limprovement icentify areas of risk / best practice.
Policies, [Develop Guidelines for managers for key. lincrease capabilityand | Ensure compliance with changing legislation and fit
procedures lprocesses lconsistency of approach __|for purpose processes.
[Understand the needs of the mobile worker _[Ensure alignment to [Ensure compliance with process, employment
Policies, land align HR process/policy /procedures/skills [maximise effectiveness of  |contract and link to IT Transformation Strategy to
procedures |/ knowledge accordingly Imobile working. lensure systems support agile working.
Policies, [Review and revise policies and procedures to_|Ensure alignment and [Framework to support this and ensure i
procedures lsupport restorative approaches Imaximise effectivenss |considered and embedded in Policy Review.
[Ensure alignment with
[changing culture, increased
IRe enginneer the recruitment process to leffectiveness interms of  |Attract strong talent bank and improve our
lensure it reaches out to a wider audience and  [end to end process. [Employer of Choice status. Allow us to measure
reflects our culture/ reinforces key messages  [Improved psychological  [and report on recruitment data to ensure
Recruitment __|to prosective employees Jcontract [appropriate demographics reached.
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Key Enablers

[Type

What

[Why

lImpact

[Enabler

urce and implement a platform to|
upport organisation / employee
learning and development
lincluding e learning)

[Enabler to creating a
learning environment.
Reduced training
|costs on mandatory
routine training.

[Can measure success/ renewal dates
((e. compliance training), non

mpletion / identify cluster areas for
Imore specific training

[Enabler

[Maximise the effectiveness of
fexisting HRIS to ensure relevant
faccurate and timely information is
faccessible to line managers and

Improved decision
Imaking, identification
lof trends, provides

femployees

[focus for C1 activity

[To provide measures to support the
business and identify areas of risk /
lbest practice.
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Providing HOMES that enable our
TENANTS to THRIVE and the COMMUNITIES
we serve to PROSPER
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