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Part 1 – Drawing on your TGF discussion for Activities 1.3 and 1.4 in Block 3, critically evaluate the usefulness of the STEP/STEEPL analysis in identifying the challenges facing the organisation you choose for the activity.  Please reflect in particular on how your participation in the online discussion has either changed or reinforced your thinking.” 
[505/ 500] words (including in text citations, excluding references)

Part 2 – Using tools and concepts from Units 1-3 of Block 3 (including, if you wish, the analysis referred to in Part 1 of this TMA), write a report which identifies the key challenges facing an organisation with which you are familiar (you may use the same organisation you described in part 1 of this TMA or TMA02)
[2,058/2,000] words (including in text citations, excluding references)

Annexes – Five pages of supporting analysis, 2,275 words in total, including tables and headings

Part 1

Introduction

The assignment is to critically evaluate the usefulness of STEP/STEEPL analysis in identifying the challenges facing your chosen organisation and to reflect on how participation in online discussion has either changed or reinforced your thinking. 
I conducted my analysis on the UK Identity and Passport Service, excluding the General Register Office component of its activities. An updated version of my analysis is shown at Annex A. 
What is PESTLE Analysis?

The course material (OU 2009B, pg.18) describes PEST/STEP as a method for analysing an organisation's external operating environment, originally by Aguilar (1967) and developed by Fahey & Narayanan (1986). The technique takes a general view of the external environment, not just specifically the one sponsoring the analysis. 

Factors to be considered are divided into four categories, Social, Technology, Economic & Political in the original iteration. Later work added Legal & Environmental as two further categories. In conducting PESTLE analysis one needs to consider what factors affect the organisation, how these are likely to change in the future and how they might interact with other factors. 

Usefulness of PESTLE

The primary usefulness is providing a framework to ask questions about the organisation’s operating environment. This provides six categories allowing an analyst to chop the operating environment into more manageable chunks. This means that responses to questions about how each of the categories impacts on the organisation (and how that might change in the future) are easier to answer. The technique also encourages the analyst to ask 'so what?' in response to the collective data. Without that last step the value of the analysis is questionable at best. 

Limitations of PESTLE

Like all tools, the usefulness depends on the skill of the wielder. It is a broad framework and can be used to draw together other specific analyses. However there is a danger that analysis will merely list factors that seem appropriate rather than taking a deep look at what these mean for the organisation's operating environment, or even at what the key drivers of change may be as a result. (Johnson, Scholes & Whittington). Possibly the main limitation is that in breaking down the problem into manageable chunks it encourages people to see them as separate entities rather than a series of perspectives of the whole picture. Johnson, Scholes & Whittington state that “... it will be the combined effect of just some of these separate factors that will be so important, rather than all of the factors separately.”

Conclusion

My participation in the TGF discussion showed that there was a wide range of approaches taken, and certainly some of the analyses posted displayed that the limitations suggested in the literature were all too real amongst the student group. Overall my personal lessons from the exercise are that the usefulness outweighs the limitations provided one is aware of those limitations. This is a confirmation of my previous thinking, although the depth and breadth of that thought has expanded through a combination of reading the course material and the discussions with my fellow students. 
Part 2
Introduction
The question is: “Using tools and concepts from Units 1-3 of Block 3 (including, if you wish, the analysis referred to in Part 1 of this TMA), write a report which identifies the key challenges facing an organisation with which you are familiar (you may use the same organisation you described in part 1 of this TMA or TMA02)” The report below (from Issue to Background is in a slightly modified form used in IPS for Management Board papers – it omits the sections for Timing, Recommendation, Financial Implications & Handling). These typically fit on one piece of A4. 
Issue

To identify the key challenges facing the Identity & Passport Service (IPS) using tools and concepts from units 1-3 of Block 3. 

Summary

Key Challenges

There are four key challenges;

· improving operational efficiency to cut costs to the fee payer

· maintaining or improving customer service, especially through online applications
· ensuring the integrity of the passport and crime prevention
· updating technology given budget constraints

Analysis Summary
The table below summarises the outputs of the internal, external and stakeholder analysis in the form of a SWOT table. The detail is shown in Annexes A & B and discussed in the background section below.  

	Strengths

· Monopoly supplier
· Customer service reputation

· Accurate and prompt service
	Weaknesses

· Government accounting constraints
· IT systems need to be replaced

	Opportunities

· new government allows change in direction

· Increase in online applications
· To better leverage Government buying power to increase efficiency

· Crime prevention needs shared data
	Threats

· Identity fraud / crime

· budget cuts / economic situation

· civil liberties agenda could curtail data sharing




Background

Identity and Passport Service

IPS is a central government executive agency which issues UK passports and oversees civil registration of births, marriages and deaths in England & Wales (IPS 2011). For the purposes of this report the civil registration function has been ignored (it being a distinct and smaller business unit than the passport business). 
External Challenges

The key external challenges were identified using a combination of PESTLE and Porter’s Five Forces. The PESTLE analysis has the following conclusions:
· Government policy has changed to focus on smaller government and efficiency

· Funding is limited, so major investment is a challenge and IT systems need to be replaced, especially to enable more online volumes
· The fraud risk is not going to go away, so IPS needs to continue to deal with it

· Civil liberties restrictions may restrict data sharing activities
The Five Forces analysis gave similar findings to the PESTLE analysis. Although being a monopoly supplier some of the five forces were very weak, particularly rivalry with competitors and threat of entry (no legal competition); substitutes are also minimal (but present for some uses of passports – driving licences where ID is the prime reason, other country’s passports where the person is a dual national). The main additional findings was:
· Government needs to leverage its buying power to improve efficiency

Internal Challenges

The Internal environment was examined using a Resource Based View (RBV) approach. The detailed analysis is shown in Annex B. Broadly the key strengths of the organisation identified by this approach were that:

· IPS is a monopoly supplier (so is fully in control of pricing etc), 

· there are some key skills in determining eligibility and entitlement to passports, and 
Similarly some weaknesses were identified:

· Government accounting constraints affect the ability to invest, and to make a profit

· IT systems are old and in need of replacement
Stakeholder Challenges
Nine broad groups were identified and these are shown in the table in Annex B which describes who they are and what they want from IPS. The broad conclusions were:
· IPS needs an accurate and prompt service for passport applicants

· IPS needs a 24/7 data sharing service for law enforcement

Selection, Use & Limitations of Tools
PESTLE was directed by the question in part 1, however if I had been asked to look at the key challenges I may well have used it anyway as it is a tool that I was already familiar with (and indeed have used it in a work context recently). 

Overall the select of which tool to use was quite difficult as the majority of the tools presented in the course material are geared towards profit driven organisations. Even when not for profit organisations are discussed these are assumed to be those operating in a competitive environment. There is no discussion of monopoly providers, perhaps because there is no real need for a monopoly to do a huge amount of analysis, other than ensuring that their monopoly is safe and that they aren’t over-exploiting their position. 

I chose Porter’s Five Forces because I though that it might be interesting to see how well it fared when some of the forces weren’t (legally) present. I looked at each of the forces in isolation before looking at the parts as a whole. I found that it worked well enough to provide conclusions for the forces that operated, and for those that I initially thought weren’t relevant. It showed me that even a legal monopoly needs to consider ensuring enforcement action against those that might break the law to compete with it even though at face value there is no (legal) competition. This was surprising and a very welcome finding. 
On internal analysis I was hoping for a lot more from the Resource Based View. The initial theory in the course material (OU 2009B) seemed more promising for a public sector monopoly than the competition frameworks Porter espoused. However I w as quite disappointed when I tried to put this into practice. Even having read the original article by Prahalad & Hamel (1990); and the other articles by Barney (1991) and Grant shown in several of the readings in the course material (OU 2009) I could not find much in the way of directly actionable tools. Working as the Head of Operational Research inside my chosen organisation means that I have more usable data than most students, my key problem is finding a way to cite my sources (and avoiding the classified ones – which wouldn’t normally be a problem if I was writing this report officially). What I have taken away from this attempt to practically apply the theory is that I would very much like to do a proper value chain for IPS, and I will do so officially over the next month or so. It wasn’t really practical to do so in the time allotted for the assignment, and indeed the course material warned that these were time consuming and challenging. I have the luxury of having already produced activity maps for the majority of IPS’s operational functions, a process which took several staff years to complete. However I couldn’t even begin to condense that into its share of the 2,000 words available, let alone find the time to go through the value chain properly. 
The RBV analysis that I did conduct was done by using suggested resource headings from the course material and then considering what, if anything, IPS had that would come under that category that could be Valuable, Rare, Inimitable and/or non-Substitutable. However I felt that this was somehow skirting over the subject of analysing resources and that a proper resource based view would examine each resource in turn and as well as deciding whether they were VRIS it would also use that to decide how best to use those resources, and even whether or not to retain them as a core part of the organisation’s activities (as opposed to either contracting them out, or ceasing to maintain the capability resulting from using them). However I couldn’t find a framework in the literature to support this approach. 
Despite the focus on competitive advantage there is still a place for the RBV in the public sector. There is a public service obligation to reduce the burden on the tax/fee payer as far as is possible while still providing a good quality service. The resource based view could be used to assist that because it encourages the questions “What opportunities exist for economizing on the use of resources?” and “What are the possibilities for using existing assets more intensely and in a more profitable employment?” which both remain relevant in the public sector monopoly environment. 

Stakeholder analysis is something that I have done a fair amount of working in central government roles. The lack of a shareholder, or the common view of the public as our shareholder, means that one has to spend a lot more time focussing on who stakeholders are, what motivates them and how we should interact. I used the first two steps of John Preble’s suggested approach (as quoted in the course material OU 2009B) to produce the very simplistic table shown in the Annex. Like the RBV theory there wasn’t an obviously actionable tool in the course material, although lots of interesting theory.  Given IPS’s nature as a government not for profit I decided to use a fairly tight definition of stakeholders (closer to Hitt et al’s view in the course material of those with enforceable claims, but not exclusively) to limit the overall level of the analysis allowing me to draw meaningful conclusions but fit it into the limited time I had available.  Using Freeman’s approach as outlined in the course material (OU 2009B) could have extended the list to everyone in the UK and all UK Nationals resident abroad. 
Most of the theory about strategic tools is mainly about getting competitive advantage. However when looking at a not for profit public monopoly this isn't a terribly useful approach. For a start there are no legal competitors to IPS, nor can there be without primary legislation. This means that there is no business driver to achieve competitive advantage, because in a market of one you already have all the advantages you ever need. 
Issues arising from tools

My primary issue arising from the direction to use ‘tools and concepts from Units 1-3’ is that there is a surfeit of concepts and not much that actually works practically as a tool. PESTLE worked well as a tool, and was properly explained in the course material such that if you have not previously used it you could have had a fair stab. Porter’s Five Forces was also relatively well explained (and I had not previously used it and was more than able to feel that I had given it a fair run). Once getting into the internal analysis in unit two there was far less that was actionable, and the bit that was best described (even taking into account the various readings) was the core competencies (which make a lot of sense in multi-product companies, but a lot less in a single product organisation) and the value chain (which the material warned us off attempting to do as it was time consuming). 
Another observation was that all of the tools came up with different conclusions, although none of them were contradictory. This shows that there is a need to approach analysis from several perspectives and use a range of tools to get a comprehensive picture. This holds equally true of sources. My primary source was my experience of working in IPS, both as a senior operational manager and as the leader of a team of analysts. However I found that difficult to properly reference and also that I drew on unpublished and classified sources. This meant that I have had to do research on what is publicly available to ensure that I can reference the analysis appropriately. Often there was more than one source and where that was the case I have preferred the IPS source as the original, but in a few cases I have used wider UK government sources. 

Conclusions

The tools and concepts presented in blocks 1-3 give a good all round view of the organisation, although they are best suited to profit driven companies rather than public sector monopolies. However there is still a value in applying those tools to not for profit organisations, and a reasonable set of challenges were produced. No one model showed all of the conclusions on its own, which shows the value of multiple approaches to get a better answer. 
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Annex A – PESTLE Analysis 

Political

There has been a significant change in policy for IPS since the general election in May 2010. We have stopped delivering identity cards and shelved plans to introduce fingerprints to passports (Coalition Agreement 2010). This has caused IPS to critically re-evaluate our modernisation programme which was geared to delivering these two objects (IPS Business Plan 2011).  The revised drive is to become self funding through fee income by cutting both investment and running costs. We can also see that there is unlikely to be any emphasis on anything other than business as usual in the life of the current government because of the coalition government's emphasis on civil liberties. 

Economic

There is a strong link between passport demand and the state of the economy, most people using it to enable travel. So when the economy is in recession our demand drops. However this is mostly stored demand for afterwards rather than completely lost, so when the economy picks up we ought to see a swelling of demand. Our current volumes are at a 10 year low (around 5.2m passport applications forecast in 2011 compared to a 10 year average of 5.7m).


Similarly the current economic conditions are being used by the current government to cut government expenditure by about 25%. This has meant that we have had to scale back plans for investing in new technology as well as reduce staffing numbers (we'll have gone from about 4,000 FTE in May 2010 to about 2,800 FTE by the end of 2013). Most of those are gone already, with the rest to leave by the end of the current financial year. This means we need to seriously improve operational efficiency and stop doing non-core activities.

Social

Travel is much more common than it used to be, and passport coverage has increased in line with that. Passports are often required by budget airlines for domestic flights, so not just international travel. As well as travel there are a number of other uses for passports as identity documents, it is the only officially issued identity document for British Citizens that shows nationality, and the only other official document that gets regularly used for proving identity is the driving licence.


The level to which passports are useful appears to be increasing, both for travel and proving identity. However this doesn't appear to be even over the entire population. Younger people, those establishing themselves in the UK (and perhaps moving around with a new job/house/bank) are the most likely to need to prove their identity, whereas those who are well settled and older may not need to use their passport other than for travel. (e.g. buying age restricted goods seems only to be a challenge for under-25s in most instances). This is likely to mean that our demand is most volatile in older age groups, except perhaps in the newly naturalised.

Technical

There are two aspects to this. One is around security technology that keeps passports secure and the other is the application interface (for both customers and staff).

In the former case there is an arms race with criminals to keep passport books beyond what can be readily counterfeited. With a life of 10 years it is not unreasonable to expect that any new security features could be copied before any particular passport book expires. This means that we need to be able to validate books against the original database rather than just relying on the info in the book as it is presented. We also need to ensure that we make it as difficult and expensive as possible for criminals to copy passports.


On the application processing side there is considerable scope to improve technology, much more is possible now than when we last changed our IT system. There has been an increase of internet availability and integrity. Lots of companies (and other government functions) use the internet to do business in a secure and reliable way. Additionally the pattern of how people use the internet has changed, being much more mobile in just the last couple of years. This is likely to continue and within the decade that we would expect new technology to last us wired internet may become largely unusual. One thing that does seem rarer is home printing capability, which may limit our need for hard-copy signatures (to scan onto the system for later verification purposes).

A consequence of the political/economic above is that we will not be significantly investing in enhanced technology for at least five years. This means that any plans we make need to take account of what is likely to be possible and also how that will change our customers' behaviour.

Legal

Passports are issued under royal prerogative (one of the last examples of a mass daily use of RP). This means that there is no specific legislation governing how the passport service operates, although there are a number of pieces of legislation that affect how we do things, notably the British Nationality Act 1981 (as amended), the Data Protection Act and the Freedom of Information Act.

BNA determines who is a British National, so that defines our customer group for British passports. This won't change without primary legislation, and that is unlikely in the near future.

DPA governs how we process information, and the safeguards we put in place. It also affects who we can share data with, and how we go about it. This is a significant secondary function. There are a number of significant operational restrictions as a result of DPA which add cost to how we work and limit our ability to share information with others to improve security and reliability.

Environment

There are a number of constraints on the IPS operating environment, especially when it comes to expenditure, staffing and strategic direction. Although it is an executive agency of the Home Office IPS operates under central civil service rules governed by Cabinet Office and HM Treasury. These constrain the freedom to act in a number of ways, for example there is currently a public sector pay freeze and a recruitment freeze. So IPS is not allowed to give pay rises (or performance bonuses) to staff, nor to recruit from outside the civil service. Equally when making redundancies it can only offer Cabinet Office approved terms. On financial resources IPS needs to follow HM Treasury accounting practices, and fall within the expenditure limits set by HM Treasury. A consequence of this is that Capital expenditure is limited to £50m over the four year Comprehensive Spending Review (CSR) period. Even if IPS managed to generate more cash from fee income it would not be allowed to spend it as Capital because HM treasury rules do not allow that (unlike a private company which would be free to do that if it made commercial sense). 

Conclusions

Government policy is for smaller leaner government, and IPS offering is reducing as a result. Money will be tight over the next four years. The combination of these means that it will be a real challenge to ensure that IPS replaces its aging IT systems affordably. Any new technology will need to cope with increased online usage, and allow IPS to deliver efficiencies. There will be a continuing need to improve security and detect and deter fraud, although it will be tempered by civil liberties restrictions that stop us sharing data.  
Annex B – Other Analyses

Porter's Five Forces

IPS is a monopoly supplier of passports for UK nationals, so some of the forces are missing (rivalry) or minimal (threat of entry and substitutes). 

Threat of Entry – the barriers are practically insurmountable, no-one can legally compete against IPS and the investment required for forgeries makes them more expensive than genuine passports because of the economies of scale, IPS prints millions of passports each year. Criminals are only likely to print thousands, and even then only a short print run before they can expect to be caught.  (reference?) [NB I cannot find an unclassified reference for this]

Power of Suppliers – In general suppliers to the UK Government have been allowed to charge more than ought to have been the case if we had used our bargaining power properly. Sir Philip Green (2010) said “The Government is failing to leverage both its credit rating and its scale” in his efficiency review.  Recently prices for certain parts of the passport supply chain have been driven sharply downward as long term contracts have come to an end and replacements have been aggressively procured (and suppliers changed). This hasn't immediately led to a drop in prices as a major replacement programme for the IT system and corporate restructuring is using up the surplus. 

Power of Buyer – effectively nil, for the majority there is no alternative (unless they are dual nationals). This means that they pay whatever we set the fees at, or don't get the facility to travel. There is some (unpublished) evidence that the overall penetration level has dropped as passports fees have increased in real terms over the last four or five years (passport volume was 6.5m in 2005 (IPS 2008) and dropped to 5.4m in 2010) (IPS 2011). 

Threat of Substitutes – there are few substitutes, driving licences are the only other official documents that can be used for identity issued by the UK Government. A small percentage of UK nationals are also nationals of another country, mainly the Republic of Ireland, but also anyone who has been naturalised. Other than that there are no legally acceptable substitutes. 

Rivalry among existing competitors – there are no legal competitors. 

Resource Based View

“Resources are inputs into the production process”. (OU, 2009) The key features of these resources is that they need to be VRIS (Valuable, Rare, Inimitable & non-Substitutable). 

Human Resources

IPS employs around 4,000 people (about 3,700 Full-Time Equivalents (FTE) according to the IPS 2011 business plan (IPS 2011). Most of these people are generalist civil servants, so not rare. However there are a few key groups, notably the specialist passport examiners dealing with complex casework that are Valuable, Rare, Inimitable and non-Substitutable. These represent about 2% of the total workforce and are the pinnacle of the specialist skill set of our core work. Their skills are the only area that we consistently train in-house as we cannot buy it in. Their role is to monitor quality, provide coaching & feedback to a larger group of passport examiners and also to directly deal with the most complex cases (<1% of total throughput). Other groups of people within IPS do things that exist in many other organisations, albeit with some understanding of passport operations and a flavour that isn't identical to other organisations. 

Financial Resources

There is nothing here that is VRIS, all money comes from fee income and is closely controlled under HM Treasury rules for Government Departments. Those rules put limits on what money can be used for (there are several 'flavours' of money, and they are not interchangeable). Fees & Charges need to be set on a cost recovery basis.  The consequence of this is that Capital expenditure is limited to £50m for the next four years and any surplus income may not be invested beyond the limits set. This will prevent major investment in replacing IT systems and/or buildings if required. 

Technology Resources

There are a number of systems in play, and a mass of data held on them. All of these are particularly valuable, rare, inimitable and non-substitutable from IPS’s perspective. However according to the IPS 2011-12 business plan there is a need to update most of those being used (IPS 2011). 

Physical Resources

IPS currently occupies about 65 buildings, although it is in the process of rationalising that down to about 25 as part of its restructuring programme (IPS 2011). None of these are particularly VRIS. 

Reputation

IPS claims to have an enviable reputation for excellent customer service. This is backed up by their customer satisfaction surveys which show 99% satisfied (IPS 2011). However while this could be seen as VRIS, IPS has downplayed the valuable aspect by setting a lower target (90% satisfied) in its 2011-12 business plan (IPS 2011). 

Stakeholder Analysis

Stakeholders

	Group
	Type
	Who are they?
	What do they want?

	Ministers
	Primary
	Our effective ‘owner’ and accountable to Parliament for our performance. 
	Continued good news, avoidance of crisis

	Home Office sponsorship unit
	Secondary
	Our liaison with the parent organisation
	To ensure that IPS has sound plans, performs well against them and contributes to corporate initiatives and wider Home Office objectives (e.g. counter-fraud and public protection)

	IPS Top Management
	Primary
	Senior Civil Servants responsible for running IPS
	To be seen to be doing a good job, i.e. job satisfaction; pay

	IPS Employees
	Primary
	Civil servants
	pay, job satisfaction

	Passport Applicants
	Primary
	UK nationals, mainly resident in the UK
	To get their passport promptly, accuracy in processing

	UK Law enforcement agencies 
	Secondary
	Police forces, Serious & Organised Crime Agency, UK Borders Agency, etc
	Reliable data, 24 hour access to validate identities, conduit to share intelligence

	Outsourced Service Providers
	Primary
	Variety of private companies providing IT, call centre, front end processing, passport printing & secure delivery
	Profit maximisation from their contracts

	International Civil Aviation Organisation (ICAO)
	Primary
	International organisation with Governments as its members.  Sets standards to enable civil travel, governs what needs to be on a passport and optional items to include. E.g. biometric chips follow an ICAO standard.
	IPS to follow agree standards for passport format and technology; 
IPS involvement in championing best practice and new standards.

	'Five Nations' passport agencies 
	Secondary
	US, Canada, Australia & New Zealand passport agencies (and IPS)
	Share best practice, confidence that other nations have trusted processes (for visa waiver)
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