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The business environment that an industry operates can be affected by internal and external factors which can have a direct impact on the business. Businesses have two parts: macro and micro environments. The macro environment (external environment) cannot be changed but the micro environment can be changed. This report will look at the organisation Holland and Barrett and how it reacts and adapts its micro environment to external influences by applying internal functions of business, strategies and objectives. The report will use Porters 5-Forces framework to analyse the organisations competitive environment. The report will also look at organisational structure using McKenzie’s 7S and Lewins 3 step models. Lastly it will look at cultural dilemmas at Holland and Barrett. 
With a revenue of £700million, 1.600 retail stores worldwide and 150 years of experience, Holland and Barrett is an award-winning company who are the leaders in the market for health and wellness, selling vitamins, supplements, free from foods and natural beauty products (HollandandBarrett.com, 2021).
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As Holland and Barrett are the leading health food organisation in the health industry they need to constantly adapt and innovate to keep a competitive advantage with their competitors like Superdrugs, HealthFoodsUK and Vitabiotics. They can do this through applying Porters 5-Forces to analyse its structure and the forces that shape it to make strategies and control its micro environment behaviour.
Porters 5-Forces is a holistic way of looking at competitiveness for profitability and growth by looking at the threats and constraints of each force looking at the strengths and weaknesses of an organisation and identifying where the power lies (Karagiannopoulos et al, 2005):
SUPPLIER POWER: suppliers or wholesalers can affect the bargaining power of the organisation and thus its competitiveness in the market.  High bargaining power can influence the price, the more suppliers available the more competitive the whole sale prices will be which would be reflected in the retail price thus suppliers would need to consider switching costs. If the bargaining power is low, then the organisation can look at other suppliers. Organisations can also increase their bargaining buyer by putting in high volume orders to the supplier thus making them more competitive in the market (Indiatsy et al, 2014).
Holland Barrett reduces the supplier bargaining power by producing a lot of their own products thus enabling them to sell at cheaper prices, this presence of substitute products increases their competitive advantage.  As a large organisation they are also able to buy in large quantities from different brands in the UK and cheaper from the EU thus able to sell at more competitive prices and apply discounts.
BUYER POWER: the buyer bargaining power determinants are the number of customers and what the consumer is willing to pay for the product.  If the products are rare or not widely available, then the customer bargaining power is low affects the bargaining power as well. The disposable income of the consumer also affects their bargaining power.  Branding is also important when it comes to buyer power, if a customer is attached to a brand, the chances of them switching to another business is low, especially if they were to lose loyalty points, etc, therefore making the bargaining power low too. When the bargaining power is low this gives the organisation the opportunity to set higher prices.  
As the market leader in their industry, Holland and Barrett have a very strong brand identity and good reputation being renowned for its quality and service therefore making their customers loyal to them and the risk of them switching low.  They also have a loyalty programme called Rewards for Life where customers can shop and earn points to get discounts and do ‘Penny sales’ (buy one get another for 1p) and other special offers to keep their customers loyal to them.  Although Holland and Barrett’s prices are not very low budget, customers trust the high quality of their products and are willing to pay the prices.  
BARRIERS TO ENTRY: if the barrier to entry is low then the threat of entry is low too. New entrants to the market find it hard due to high start-up costs and the large capital needed to invest (Pringle and Huisman, 2011).  As the market leader and one of the largest organisations with shops on most high streets, new entrants are a low threat to Holland and Barrett who also have more capital to invest in products and advertising using celebrities in their campaigns.  However online the threat of new entrants is high as setting up online businesses is relatively cheap and the barriers to set up are low as these businesses save money on things like retail shop staff, rent, energy costs and infrastructures which are costly.  Although online Holland and Barrett would have higher budgets for more sophisticated security and advertising.
THREAT OF SUBSTITUTES: the threat of substitute products or services is low if there are few of them which would lead to increased prices and competition (Wu et al, 2012). If the entry is low, then there would be more people and products on the market.  Buyer propensity is another factor that would affect the threat of substitutes, price over branding; men are not bothered by brands whereas women have a higher propensity.  Holland and Barrett encounter the threat of substitutes by making their own brand of vitamins and supplements to sell alongside the branded products giving a cheaper alternative to customers thus increasing their competitiveness on the market. 
RIVALRY OF COMPETITORS: competents like substitutes, high quality products, brand loyalty, switching costs (Dälken, 2014) and special offers like the Penny sale all make Holland and Barrett very competitive against its competitors. Product knowledge also attracts customers to them as they are the only retailer to qualify and train their sales staff to national vocational levels about supplements and products giving customers confidence to making an informed decision about their purchase before buying. During Covid19 they also gave the option of purchasing online with free delivery over a certain amount of spend age and offering a click and collect service free of charge. Through their Reward for Life app Holland and Barrett can get customer data to anticipate customer buying behaviour and tailor special offers and meet the demands and needs of customers based on customer demographics. Holland and Barrett are also one of the few companies to use Deliveroo to deliver to customers.
The limitations of Holland and Barrett to remain competitive is the high costs of maintaining its high-street stores infrastructure and the high cost of running online security systems.
Competition is not always a threat though, it can be positive as customers get more variety. It can also be used to advantage so if competitors know your strategy they may do something different and can help identify gaps in the market.
A limitation of Porters forces is that it does not give guidelines for grading the importance of the external factors and it is not applicable for non-profit organisations (Staff, 2019).
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Organisational structure is a method how organisational activities are divided so employees work together to achieve the company goals through rules, roles and responsibilities (Ahmady, 2016).  Organisational structure is needed for the business to grow, high organisational performance and productivity and engagement of employees so that everyone knows their roles and chain of command and who is responsible ie management (Kemp and Dwyer, 2001).
Organisations are intangible and can change. Porters 5-forces looks at the external factors that affect an organisation in order to analyse the internal factors and see what affects and influences the culture of the organisation (Mukhamad et al, 2016). Organisational culture is the shared values and beliefs of people, how they behave and interact and how decisions are made, which is different in every business, therefore there is a need to analyse this using McKenzie’s 7S which can be used to facilitate the organisation and implement new strategies and identify how each area may change in the future (Kurian, 2016).
McKenzie’s 7S looks at strategy, structure, systems, shared values, style, staff and skills:
Strategy: is the plans developed by an organisation to achieve sustained competitive advantage and be successful in the market (Adwet, 2016).  For example, Holland and Barrett strategy is to provide high quality products at affordable prices to remain competitive in the market.  They keep the largest range of products (6000 products) available across its multi-channel marketing strategy of stores, online, phone app, and click and collect service, compared to other retailers. They are also unique due to being environmentally responsible by the launching of the ‘Plan-it Green’ campaign recycling 90% of their waste making them a Green company, along with banning wet wipes, plastic bags, plastic (in online products).  They also commit to source products locally in the UK and have the largest Free-From food range catering to special dietary requirements. They also consider the wellbeing of their employees as important and launched a mental wellbeing programme for them.
Structure: represents the way that the business is organised and the hierarchy of who each person is accountable to (Ravanfar, 2015).  Holland and Barrett have a functional structure which is hierarchal at the operational level where employees or associates as they are known report to their store manager who would report to area managers who would report to regional managers who in turn would report to divisional managers above who would be the managing director and the CEO (see appendix 1)
Their business areas include: 
· Retail & central operations      
· Marketing / Trading
· Digital & Ecommerce                
· Human Resources
· IT/Technology
· Finance
· Property
· Customer services
· Legal & Regulatory Affairs
· International
· Distribution

Systems: This is the process and procedures of an organisation which show its daily activities and how decisions are made to run the organisation (Channon and Caldart. 2015). 
Holland and Barrett use Human Resources to control and monitor.  They also use technology and IS/IT like Reward for Life to get customer insights, Oracle Siebel CRM (customer relationship management), Paragon routing and scheduling software to streamline its supply chain
Skills: if an employee is intangible they cannot be profiled or identified, therefore hard and soft skills are important for each role, for example problem solving, communication, IT, etc (Alshaher, 2013).  Holland and Barrett offer a range of trainings to improve employee skills and information systems in place to enhance communication skills like their intranet system called ‘the Hub’.  
Style: is about the management style. Holland and Barrett is managed by top level managers who control and oversee the business and make strategic decisions for the efficiency and sustainability of the business. They are sales focused as staff have to meet sales targets. However, their retail shop employees feel that managers do not have effective communication skills which can often be the case in a hierarchal structure. 
Staff:  Holland and Barrett have 7000 members of staff.  They have committed to inclusion and diversity through their training modules on their training system called ‘The Hive’ on issues like gender and equality.  HR provides a range of training workshops, one to one coaching and vocational qualifications for staff to work their way up the company and have trained mental health first aider advisors to support staff. They also reward staff with bonuses and incentives like vouchers. This ensures well trained, informed and motivated staff who are engaged and committed to the company ensuring they are aligned with the company values. However, they do have a high turnover of staff in their retail stores due to inflexibility of staff holiday policies and lack of manager communication which leads to staffing issues of not enough staff on shop floor at times.
Shared Values: Cox et al (2019) state that all the factors should align, they are standards of behaviour and norms that guide employee behaviour and organisation actions which are the foundation of every organisation to achieve high performance.  Employees would need to be developed through training and be engaged and committed to the values and goals, this can be done through motivating them through rewards. 

Holland and Barrett’s core values are known as TIARA:
Teamwork; where they encourage and reward collaboration 
Integrity; high ethical standards 
Accountability; everybody is responsible for their own actions
Respect; being understanding, respectful and open in communication and advice  
Agility; being the best by embracing change and empowering speed (Holland and Barrett, 2021)
Through the McKenzie’s analysis the report shows the organisational cultural of Holland and Barrett which can be further shown in the elements below:

	ELEMENTS
	REASON

	AGRESSIVENESS
	AGGRESSIVE: sales based, market leader

	INNOVATION & RISK TAKING
	Developed new technology to adapt to Covid19, multi strategy platforms ie online, 

	EMPHASIS ON SALES
	Give monthly incentives to employees and stores

	STABILITY
	Trying to adapt to being sustainable, green company, Plan-It Green

	OUTCOME ORIENTATION
	Company has grown, performance based to move up ladder



Porkka (2016) state that if employees are governed by managers following rules and regulations this behaviour is more structural but if employees are free to work as they please then this behaviour is more cultural. Holland and Barrett follow a more structural management style which gives high performance from them but can have disadvantages of not being flexible leading to high staff turnover.
A strong culture is one where everybody aligns to the beliefs and values of the organisation, as they do at Holland and Barrett whereas a weak culture would be one that is not followed willingly by employees but do so in fear of reprimand or consequences (Odor, 2018).
The Beers model (Beer et al, 2005) identifies the barriers to implementing change in an organisation as poor leadership, poor communication, managers not aligned to values, poorly developed/implemented strategies with lack of clarity which will all affect the performance of an organisation and its culture.




[bookmark: _Toc67474305]2B: LEWINS 3 STEP
When businesses are successful they are reluctant to make any changes, however in order to create a successful organisational culture, organisations have to ensure that they are changing their processes to adapt to the changing environment, this can be done using Lewins 3 step model.  Lewin’s 3 Step model states that they need to unfreeze the status quo to assess then implement change and then refreeze by documenting the process (Sarayreh et al, 2013).  Holland and Barrett can do this to improve their high staff turnover.  They would need to assess the reason for the high staff turnover and address the issues of holiday flexibility and train management to communicate more effectively with retail store employees. They would then refreeze by changing their holiday policies and updating their training programmes. 
However, Lewins model was criticised for being too simplistic and only applicable for small scale changes taken from a ‘top down management driven’ (Burnes, 2004).
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Ethical dilemmas would effect the functioning of the culture of an organisation.  Organisations need to create an ethical culture to balance quality at the expense of profitability (Vyakarnam and Bailey, 1997). Ethical dilemma is the decisions organisations need to make regarding the line between wrong and right which affects and impacts shareholders.  Riivari et al (2012) state that factors that organisations need to look at when considering ethical dilemmas and organisational culture are:
· Stakeholder interests: Balancing the stakeholder interests so that everybody is happy.  The stakeholders are the government, customers, employees, suppliers and shareholders who all have their own level of interest in the organisation.  Governments want to regulate organisations so that they pay taxes, they are responsible for the environment, and abide by the competitive laws.  However, to follow these rules and regulations can mean that organisations would need to increase their operations which would mean costs go up.  They may therefore behave unethically, for example, banks may inflate interests’ rates but not tell it to customers which would be unethical.  Organisations might also behave unethically by taking bribes.  Research by ethical organisation Ethical Consumer (2021) have found that Holland and Barrett are not transparent enough about the details of their ethical behaviour regarding their Plan-it Green campaign or why their parent company Letter1 was registered in Luxemburg which is regarded as a tax haven thus paying minimum tax.
· [bookmark: _Hlk67441421]Long-term focus: when organisations have short-term goals like annual turnover it might make them behave unethically and irresponsibly to reach their short-term goal, therefore it is encouraged to keep a more sensible long-term goal which would encourage them to behave more responsibly and ethically.  According to a Guardian news article, Collinson (2019) states that Holland and Barrett behaved unethically by not paying one of their suppliers on time thus treating their suppliers badly.  Holland and Barrett once summoned to court paid within 90 days of the notice and explained that this was a one-off payment that got lost in their system. 
· Moderate Aggressiveness: organisations need to have low to moderate aggressiveness and not put too pressure on employees or by cutting corners. An example of aggressiveness would be of the supermarkets Sainsburys and Asda who previously wanted to amalgamate however the Government did not allow the merger as it would have led to a monopolisation of the market and ruined the competitive market. So, if Holland and Barrett were to merge with another company the government may not allow it in case they monopolised the market which would be unethical.


Organisations should also have a high-risk tolerance by being mindful of ethical culture due to globalisation which has led to the amalgamation of different cultures working together for one organisation.  If they cannot meet the challenge of working together then they should not go beyond their own borders to accept people of different cultural backgrounds as this would be risky if the employee cannot align with the organisations culture.  They need to adapt their organisation culture to their business environment using McKenzies 7S.  They need to take high risks to engage many aspects and for future sustainability. An organisation that takes risks is innovative and takes into consideration its people. In particular ethical leadership is important to show integrity and credibility of the organisation and promote the ethical culture of the organisation which leads to loyal stakeholders and its overall sustainability (Nicolaides, 2019).
Llopis et al (2007) say that organisations must have measures in place so that employees are able to report unethical behaviour and ethical dilemmas without the fear of reprimand, this can be done through ombudsman, counsellors, ethical officers, etc.  Holland and Barrett do this by having a Modern slavery pledge; suppliers must not use force or exploit workers or use child labour, have no recruitment fees and have code of business conduct and ethics training. They also have ‘Speak Up’ policy and in 2018 launched a hotline to report unethical behaviour.  
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Through the analysis of Porters 5 forces and McKenzie’s 7S  the report has shown how Holland and Barrett increase their competitive advantage. Low supplier bargaining power, low customer bargaining power, low threat of substitutes and being the market leader, low threat of new entrants as well as low competitor rivalry, align their values and goals for high performance and profitability.  They build a strong culture by having a functional structure with managers providing good training and clarity of strategies along with effective systems which makes them efficient and sustainable.  To improve though they need to change some of their management style and strategies and have a better communication from managers to associates.  They also need to improve their ethical behaviour through more transparency.
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Appendix 1:

Strategy + Transformation Director
Brad Marketing Director
Trading Director
Digital Director
Retail + Property Director
HR Director
Managing Director
CEO
Store Manager
Area Manager
Regional Manager
Associates
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