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External Analysis of OXFAM and Future Recommendations
1. Introduction
Studying an organization's external environment helps management take a proactive approach to change. This involves creating an early alert system to report environmental changes to those affected. It also allows for entering or avoiding the environment and influencing it. Scanning the environment provides early warning of legislation and helps with lobbying efforts. Oxfam can assess its chances of success and decide whether to lobby or evade legislation based on these reports.
The purpose of this report is to provide an external analysis of Oxfam using the PESTEL framework. The focus will be on the Macro-environment, specifically Political, Economic, Sociological, Technological, Legal, and Environmental influences. The report will also consider aspects of the Micro-environment and the internal environment. The analysis will serve as a foundation for future strategic issues and recommendations for Oxfam.
1.1 Purpose of the External Analysis
External analysis is a crucial step for the development of the Oxfam organization. It provides a detailed look into the opportunities and threats that the organization might face in the future. This step is important because it can help to reveal what the organization needs to change in order to achieve competitive advantage. The purpose of external analysis is to provide the opportunity to apply complexity and understanding to how Oxfam takes decisions. Oxfam can understand how their future is shaped by the environment, from factors in society, in their industry, market or economy. This understanding can help to identify if the organisation is taking in the right direction and if its activities can obtain a sustainable competitive advantage. If the external analysis is conducted, it can begin to assess at a macro-level the forces for change in the industry/community/government or wider society. This can give a picture of the driving forces, trends and change in the sector that will allow Oxfam to plan ahead and ensure that their activities are favourable given the future trend. This will enable the organisation to change the activities if they feel they are not forward looking. This may avoid the "what will do next?" scenario which is what Oxfam has encountered with the strategic drift problem.
1.2 Importance of Considering External Forces
Oxfam's operations are affected by factors operating in the external environment. The external analysis identifies key variables that are opportunities or threats to the organization. It is important to understand how Oxfam is positioned in the environment, and how changes in that environment can impact it. One such method to audit the environment is using the PEST (political, economic, social, and technological) analysis. This is used to consider the impact of potential future changes in the external environment. This will be especially valuable for consideration of government policy changes in terms of funding and support for Oxfam type activities both in Australia and in the international community. Simulation on this PEST analysis will be discussing and considering various future changes occurring in these environments and the potential impacts on Oxfam. Costello, Base (2002) states that "Agency's with a future orientation want to know what will happen and why it will happen, so they can shape how they interact today with the environment." This is exactly the sort of analysis Oxfam are aiming to do to understand how they can better fulfill its mission and advance the interest of the community, particularly disadvantaged and marginalized communities, through a better understanding of the diverse and dynamic factors that can influence its engagement with the communities it seeks to help. Another method to examine the external environment is to do an industry analysis. This is to take the knowledge about important elements in the external environment and determine how they are going to it and affect the organization. Oxfam operates in the non-profit sector, or the third sector. An industry analysis can be conducted for that sector and considering Oxfam's position within. This would be valuable for understanding both the governmental and non-governmental external environment factors and competitive factors between organizations with similar missions.
2. Environmental Analysis
Oxfam, a global organization, faces constraints in achieving its objectives. It may be unable to use funds from one country to help another due to political and economic interests. It may also hesitate to criticize a government's policies to maintain relationships. Oxfam deals with complex laws, regulations, and public policy analysis across many countries. Advocacy work can pose risks and costs for Oxfam and its partners. Despite this, Oxfam is seen as an ally by other NGOs and takes a pragmatic idealist approach to policy change.
2.1 Political and Legal Factors
Oxfam's work relies on foreign government policies, and it strives to influence policy to decrease poverty. Changes in foreign policies can greatly benefit their work. For example, restrictions or bans on arms sales can improve security and lessen the effort needed to achieve their goals.
2.2 Economic Factors
Economic factors significantly contribute to Oxfam's operations and goals. The organization's efforts are guided by the economic conditions of the places they work in. Oxfam adapts its plans to address the needs of those affected and the entities responsible for hardships. Funding cuts from the UK government have made it harder for Oxfam to implement their plans. This shows that global situations affect Oxfam's work. While this has both positive and negative impacts, it also allows for connections between suffering in foreign countries and problems in Oxfam's home country. Financing can be directed towards solving similar issues domestically.
2.3 Social and Cultural Factors
The developing understanding of economics is vastly changing with the changes in global boundaries, governments, and attitudes. One of the most influential evaluations of society is the social factor and attitudes that often shape the way a market is developing. It is with no doubt that social understanding has also developed into a more global context. People are generally more educated and aware of their environment and the needs of others. This education is not limited to the western world, and developing countries are just as affected by the attitudes of global social responsibility. It is thus a relief for NGOs to understand that attitudes to the needs of less developed countries are improving. This, however, may be affected by time of economic hardship as people are more concerned for their own welfare. Attitudes are improving, but there Oxfam should be aware of the possibility that their main target market is always present. Clothing and fashion are seen as an important factor in society, and many people opt to buy second-hand clothes from charity shops, often unknowing that clothes are produced new and sent over as part of to create a surplus. This can have a negative impact on the sale of new goods in developed countries. With the increase in internet social networking, the world is becoming increasingly connected, and campaign globalization is becoming easier. The development of mobile technology is shutting the gap between developed and developing countries and is making it easier for people to donate. This is worth for Oxfam as people are more connected than ever.
2.4 Technological Factors
Technological factors were minimal at the time of Oxfam’s original founding. Over the years, new technology has undoubtedly had an effect on the operations of Oxfam as well as what is expected of them by the public. In the time of immediate post-Second World War Europe, methods of communication were relatively undeveloped. Letters were the most common form of communication. This was also a time of very little television, and so the information of the dire situation of many Europeans and the work of Oxfam to help them relies mostly on print media. Although the message was delivered, it took much longer to inform the public of the situation, and this tested what the public were willing to "put up with" in terms of human suffering. Modern communication technology has made the world a much smaller place and people more aware of what is going on around them. On one side, the work of Oxfam can be relayed to the wider public quicker and in more depth. On the other side, the public is bombarded with information from all angles and must also sift through a much larger amount of entertainment media. The challenge today is to keep the suffering of others at the forefront of people's minds. This is a considerable difference to post-war Great Britain where people were much more conscious of the suffering of others. A greater consumer emphasis has driven the developed world, and the public knows and expects more comfort for the money that they have. This can make Oxfam's ongoing campaign of public education on global poverty a difficult sell, although new technology offers ways to get Oxfam's message across.
3. Industry Analysis
Oxfam aims to combat world poverty and suffering by raising money and awareness, and encouraging aid from the public and government. The organization seeks to increase resources to suffering areas and create awareness of poverty issues to influence public and government policy. Success will greatly impact the well-being of those in poverty-stricken areas.
One useful technique to summarize industry opportunities and threats is the SWOT analysis. This model assesses what an organization can and cannot do, as well as its potential opportunities and threats. It helps identify strengths, weaknesses, opportunities, and threats for the company. This review focuses on industry opportunities and threats.
The analysis of the industry in which Oxfam operates is of crucial importance and must be done consistently due to several reasons. Since the markets in which Oxfam operates are constantly changing, affecting both the prices of the resources and the demand for products or services, as a result, this dynamic environment creates an opportunity and present threat which needs to be monitored thoroughly to ensure Oxfam's future well-being. Furthermore, the environment can become more complex with competitors entering and exiting the market, therefore the findings of the analysis must be frequently reviewed (Johnson et al., 2008).
3.1 Competitive Rivalry
Certain organizations realize that they lack sufficient resources to achieve their goals, leading to a rivalry over limited resources. In terms of security, one solution could involve one organization withdrawing from a specific project or area, allowing the other to complete their objective without compromising safety or mission. However, this decision raises ethical and pragmatic concerns, as it is a product of competition and cost-cutting in a constrained market.
Critiques of Médecins Sans Frontières on Oxfam's approach to the 2004 Asian Tsunami caused debate on the benefits and acceptability of public competition in aid work.
It would be difficult to deny that the intense rivalries among humanitarian organisations, including those with Oxfam, over the existing donations to "charity" are the most poignant and emotive. This is because humanitarian organisations are fighting for a share of a predetermined set of resources, which is relatively fixed and certainly inelastic to changes in price, and the very soul and empathy of the persons and institutions willing to help alleviate the suffering of, or assist the less fortunate.
3.2 Bargaining Power of Suppliers
In some cases, some supplier industries do not constitute a key input to them. Switching to an alternative input would not cause any additional expense. However, the supplier industry has the capability to raise prices and shift costs. This has the potential to weaken an industry in which suppliers are a source of weakness. This situation could be found in common conditions between the industry and the suppliers. For example, Oxfam has several key suppliers such as the UK's International Department for International Development, which regularly supplied funds to Oxfam. Should there be a condition where the supplier industry aims to increase their revenue, thus reducing the amount of money given to Oxfam or perhaps dissolving their aid, this could bring a negative impact for the supplier to the industry.
The supplier industry of Oxfam offered all the materials that were essential for Oxfam's operation in helping to achieve its goals. These crucial materials are accountable for the survival of Oxfam, i.e. consuming a high amount of resources offered by Oxfam's donors, and knowing the goods which were always supplied by only a few companies forces Oxfam to make sure that the involvement with this supplier industry must always be beneficial or at least does not result in a loss in value from the goods supplied.
3.3 Bargaining Power of Buyers
The bargaining power of buyers is high because there is an abundance of options. Their primary purpose for giving is to support international causes, so they may choose between global charities. If they are giving in a specific country, they are likely to choose between local charities and Oxfam. Some supporters may prefer to donate money directly to the cause instead of buying from a charity shop. This, in effect, is money that is now no longer going to Oxfam because they cannot compete with lower prices. The product of many of Oxfam's services is information. For example, publications on fair trade practices and information on what exactly life is like for people in certain groups of the global population. This is an indirect product, and in some cases, there are too many free substitutes. People supporting Oxfam are likely to be fairly well educated on international issues, and they would be able to acquire much of the information that Oxfam provides through other sources. All of these scenarios lead to reduced income for Oxfam.
3.4 New Entrants
Oxfam is facing a high threat of new entrants into the market. The reason is this industry has a relatively low barrier to entry. There are no legal or government restrictions, but the key factor is the cost disadvantage independent of scale. As a not-for-profit organization relying on donations and volunteers, Oxfam has a cost disadvantage compared to new entrants, particularly those entering from the business sector who have CSR programs. New entrants will be able to match or imitate Oxfam's stores and services and realistically commit a higher proportion of funds raised to the intended beneficiaries. New entrants to the market would also add more competitive rivalry, reducing Oxfam's ability to increase or sustain funding to its projects. Additionally, if existing retail trends are faced by new entrants, i.e. moving away from high street locations to retail parks and shopping centres, Oxfam will face more competition on the sale of new goods. New entrants to the second-hand goods recycling market will also increase competition for donations, which could increase the bargaining power of suppliers of second-hand goods to Oxfam. Oxfam would welcome this specific type of competition as if new entrants to the second-hand goods recycling market are seen to be successful, it would help to improve the image of second-hand goods, which would benefit all organizations working in this industry.
3.5 Threat of Substitute Products or Services
The threat of substitute services and products for Oxfam is high. Other charities fully funded by charities can provide similar help to countries as Oxfam, while Oxfam receives money from the UK government. These projects are substitutes for Oxfam's work. In cases of famine, other charities can easily send money directly to the country to purchase supplies, eliminating the need for Oxfam's coordinated response. Oxfam acknowledges that the UN can replace their role. If consumers feel that their donations are not being utilized effectively, they may support another charity or advocacy group that offers the same impact without diverting funds from humanitarian projects. The sector's growth will increase the threat to Oxfam's poverty relief efforts.
4. Future Recommendations for OXFAM
Oxfam should strengthen partnerships with government organizations and aid agencies to jointly fund community development projects. Cooperation, rather than competition, will better serve local communities. Oxfam can align with the United Nations for policy research, global campaigns, and advocacy on Millennium Development Goals and international trade. Partnerships with ethical retail companies can also be expanded to address poverty through trade opportunities. In doing so, Oxfam can diversify its revenue and reduce the impact of economic recession and declining donor funds.
4.1 Enhancing Strategic Partnerships
Oxfam can form partnerships with organizations that provide specialized services in areas such as monitoring and evaluation, logistics, or emergency relief. By providing a package of resources to a specific partner organization, it may be possible generate symbiotic dependencies that create more value for the cost and time invested into the partnership. Even in cases where Oxfam is contracting service work with other organizations, we recommend that the relationship be considered a form of partnership and that the provider organizations be selected based on their alignment with Oxfam's mission and the potential for the provision of added value. There is also potential for Oxfam to build capacity within its own confederation and use strategic partnerships between its affiliates to share knowledge and best practices. This would be a cost effective way for Oxfam to make improvements in its effectiveness. Overall, there has been great work done in the past with strategic partnerships and it has become a defining aspect of Oxfam. However it will be increasingly necessary for Oxfam to scrutinize its approach to forming alliances and ensure that they are producing desired results.
NGOs must adapt to their environment to remain effective. Oxfam should prioritize strategic partnerships to enhance its impact and effectiveness. Collaboration among NGOs and other sectors is crucial for increased aid effectiveness. Globalization allows for easier formation of partnerships, but also increases the pressure to do so. Oxfam's history of successful partnerships makes them critical for the organization's future. Strategic partnerships are essential for maintaining and increasing Oxfam's influence in a dynamic global environment. These partnerships should also help build Oxfam's capacity to fulfill its mission.
4.2 Embracing Technological Innovations
Oxfam should distribute more Global Positioning System (GPS) units among staff in the field, as a means of mapping project locations. This data will be useful for both Oxfam staff and future donors to show exactly where their money is being spent and would be overlaid as part of a Geographical Information System (GIS). This, in turn, would allow for the creation of maps to demonstrate the scope and range of Oxfam's work to the public. In addition to the use of GPS units, Oxfam technology teams should look to research the viability of using Unmanned Aerial Vehicles (UAV) for conducting low-cost, high altitude aerial photography of disaster or conflict areas. This footage would be useful for initial needs assessment and for providing a general understanding of the situation on the ground.
Oxfam should look into developing an Electronic Performance Monitoring System (EPMS) software that can be used to monitor and improve the effectiveness and efficiency of its various operations. The software would provide the management teams with operational efficiency data, which can be used to identify bottlenecks and inefficiencies and continuously track project indicators, by providing real-time feedback to the people responsible. This software would allow local and even remote area managers to monitor their projects and teams, and compare their performance with other regions or projects. This video-conferencing system (currently being researched by the technology team) should be used as an internal mechanism for real-time communication of Oxfam staff spread around the world. This will reduce the cost and time of internal Oxfam meetings that often require staff to travel large distances and allow for easier collaboration between teams.
4.3 Expanding Market Reach
Market expansion is essential for Oxfam's growth. They should establish country programs focusing on sustainable development to increase their customer base. Oxfam should also engage in public education campaigns to raise awareness. Their aid aims to prevent disasters and support people in emergencies. In Afghanistan, Oxfam is helping prevent social deterioration and planning to stay involved until the development stage. Oxfam should consider guaranteeing minimum standards of living worldwide for long-term market opportunities. They can partner with companies in clean industries to avoid further environmental degradation. With careful planning, Oxfam can remain a crucial actor in humanitarian aid and development.
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