[bookmark: _Hlk116843105]Understanding The Business Context– The Major Environmental Factors that Affects Organisations 

[image: Crest of TSD.png]

[bookmark: _GoBack]18th January 2023

MODULE NAME:	UNDERSTANDING THE BUSINESS CONTEXT : BMHR7012 
NAME:				AMY COLLINS
STUDENT NUMBER:		1703573
WORDCOUNT:			3316











Table of Contents
1.0 Introduction	2
1.1 What is the PESTLE tool?	2
2.0 Factors that can affect FEI Foods Ltd	3
2.1 Sociological	3
2.2 Technological	5
2.3 Environmental	8
3.0 Conclusion	12
4.0 Recommendations	12
References	14

[bookmark: _Toc124956059]

























1.0 Introduction

This report will include a critical analysis of the major environmental factors that have an effect on an organisation and will be evaluating the strategic planning tool PESTLE. As part of this tool, the report will focus on three out of the six aspects, sociological, technological and environmental factors that affect a business. This report will also provide recommendations to support and guide an organisation on planning future corporate and HR strategies. This will be based on the business FEI Foods Ltd, a rice manufacturing company based in South Wales that predominantly sells microwavable pouches of flavoured rice. 

[bookmark: _Toc124956060]1.1 What is the PESTLE tool?

The CIPD defines the PESTLE tool as “a broad fact-finding activity around the external factors that could affect an organisation’s decisions, helping it to maximise opportunities and minimise threats.” (CIPD, 2021). This method consists of six elements that can affect a business, they are:
· Political
· Economic
· Sociological
· Technological
· Legal
· Environmental
Originally, this tool only included four of the categories, Political, Economic, Sociological and Technological. This then became six with the addition of the legal and environmental categories where they focussed on the growth of regulations within business as well as the protection of the environment (Taylor & Perkins, 2021).
[bookmark: _Toc124956061]2.0 Factors that can affect FEI Foods Ltd

[bookmark: _Toc124956062]2.1 Sociological

The term sociological factors comes from expectations and values that exist and transform within society. These can have an effect on a business. For example, demographic changes like an alteration in consumers buying behaviours relating to products and services, the age of the population (Hopkin, 2012)
There are a number of sociological factors that can have an effect on food manufacturer like FEI Foods. For example, the demand and preferences of the consumers. A business like FEI Foods will need to focus on these to ensure they are remaining competitive over other manufacturers. 

As briefly mentioned, demographics can also have an effect on businesses, especially within the food manufacturing industry. For example cultural background, the age of population, people’s income levels as well as their level of education can all have different effects on a business (Cheese, 2021).
The age of the population has strong influence over the demand of the products at FEI Foods. This is due to the fact that FEI Foods are producing microwavable rice pouches which are not only convenient and can be eaten straight from the pouch, but also easy to prepare. Statistics by Wunch (2021) show that the younger generation are more likely to push demand up for FEI Foods as around 22% of people said that they make convenient foods more than once a week as opposed to 14% of the older generation who say they do it once a month.


Income is just another example of the sociological effects on a business. Whether individuals have a higher or lower income can shape a business’ demand for its products. Businesses may find that consumers with a lower income may be more selective when it comes to their products as they may choose cheaper products that are of lower quality. This means that businesses may need to change their strategy and focus more on producing the lower costing, lower quality products in order to cater to their consumers demand. However, in doing so may lead to the neglect of the higher market, more expensive, higher quality products. 

With fitness and wellbeing becoming rapidly more popular around the world, it is important that businesses such as FEI Foods have an awareness of the trends of its consumers so it can cater to their needs. This may mean that FEI Foods will need to look at diversifying its product lines to adhere more to health conscious alternatives. This may mean introducing new flavours and ingredients into the products (Solomon, 2017).

Dr. Lawrence Kuznar (2011) states that "The food industry is responding to the growing demand for healthy and sustainable food in a variety of ways, including the development of new products, the reformulation of existing products, and the use of healthier ingredients.”.

Education levels can also be closely linked with having an influence on consumer demand such as having the awareness and concerns of fitness, health and wellbeing meaning they may drive demand up for heathier, more sustainable options (Solomon, 2017).This may mean that the business will need to look into the creation and development of new products. FEI Foods have a dedicated New Product Development team that would need to research into new trends in consumer buying to create new and exciting products. By creating a product that caters to the consumer needs and is something that is unique, it can give the business an advantage over competitors as it will be something that most consumers have not seen before. When developing a new product, it will be vital that the business markets the product in the right way, targeting the right consumers as well as generating more interest in the product and the business itself. By marketing a new product, it can engage customers, help maintain the business’ reputation as well as potentially boosting sales

[bookmark: _Toc124956063]2.2 Technological

Technology can be identified as one of the main elements of a PESTLE analysis to affect an organisation, especially one such as FEI Foods. Morgan (2016) says that technology is reflected to be if not the most, then one of the most important aspects to a business based on the fact that everything functions around it. 
There are a number of things that need to be considered when looking at the technological environment. For example, whether the technology currently in place will need updating, if it is fit for purpose and the affect it can have on strategies within the business (Perera, 2017). With relation to a HR department, technology can have countless advantages as it has the potential to change the way the business handles personnel files while also alter the way it monitors the performance of its staff (Sherman, 2019). This can mean that FEI Foods could plan to go paperless with storing personnel files in a secure online environment. The rapid increases in technology worldwide has it’s pressures as the use of robots within manufacturing is on the rise. 

Artificial intelligence and robots have the potential to be a substitute for humans in a number of  roles considered to be low skilled that do not necessarily need the presence of a human being. Industries such as fast food have been seen to introduce technology to increase the ordering process, resulting in savings on labour costs for the businesses (Marr, 2018). 

Despite there being growing concerns around the topic of robots and automation potentially creating unemployment, “the most likely scenario would see humans and robots working together” (White, 2018). Despite this, year after year the powers and capabilities of robots are getting more impressive, making them more daunting to think about. “AI is already terrifying. And it's getting stronger and faster every day” (Robson, 2018).  It has been said that looking into the future, the robot technology would simply only carry out the repetitive, tedious tasks that are usually carried out by humans. Optasy (2018) argues that within automation, soft skills cannot be automated. “Soft skills is a term which refers to personality traits, social graces, facility with language, personal habits, friendliness, and optimism that mark people to varying degrees” (Alex, 2009). For example, creativity may be classed as a soft skill and would not be able to be replicated in automation. 

This can be seen within FEI Foods as the business operates with both human and automation labour. There are a number of tasks that are simply impossible for the automation to carry out, relying on the employees to conduct these tasks in its place. This means that the business cannot look to replace all of its employees with automation, even though there is a possibility that full automation can mean they can produce more product and increase sales. 

As previously mentioned, the developments in the future of work are causing a huge concern for staff in all industries based on how vastly it is changing. However, these advancements in technology mean that a large number of people will need to invest time and upskill themselves in order to compete with these technological advancements. Ford (2021) says that “AI, much like electricity, will eventually touch and transform virtually everything”.

Improvements to food processing technology and packing technology can affect a business like FEI Foods as it can boost the level of safety of the product as well as reduce waste. Both of which can be an advantage to both the businesses and it’s consumers. 
An increase in food processing technology, specifically sterilisation in this case can benefit the business and increase food safety. This is because it has the potential to remove bacteria, decreasing the rate of growth of microorganisms and also reducing waste. “Consumers are also looking for where companies are sourcing their products and how they are handling their waste. With the help of technology, there are strides being taken to reduce that number” (Martin, 2019).

With regards to packing technology, this has the potential to increase the shelf life on the products as well as reducing the development of microorganisms by vacuum packing, removing the air form the pouches. This technology could be hugely beneficial for a business like FEI Foods reducing waste costs as well as the guarantee of higher food safety, however this technology will undoubtedly be more expensive for the business than the current machinery they are using.  
The way in which the recruitment process is carried out may be altered by the changes in technology. This may force more businesses to opt to a more time effective recruitment system, saving them money on a human recruitment role. Implementing a more advance system as part of the recruitment process can ease the pressures on the department and may benefit the candidates who are applying. An example of a business using a technological advancement in recruitment would be Unilever where candidates are asked to complete a series of activities online with the system decides whether they should be progressed to the next stage or not. If suitable, the system will progress the candidate to a digital interview (Hire Vue, 2018). This type of advancement outdates the current recruitment process at FEI Foods as the whole process is conducted by a recruitment officer, sifting through CVs, calling potential candidates and arranging interviews. The interviews are conducted on site by the same person with successful candidates being invited to an induction, also on site.  

One issue that may occur by implementing a new recruitment system is that it may cause bias within its algorithm, opting to select specific candidates such as only male or female candidates as discussed in Dastin’s (2018) article. This was where Amazon had to postpone using the system based on it’s biases. 

[bookmark: _Toc124956064]2.3 Environmental
The environmental aspect of the PESTLE tool is vital for businesses to consider based on the global concerns such as, having a damaging influence on the natural environment, monitoring carbon footprint levels and eco-friendliness (Perera, 2017). 
With the “growing environmental stress” globally, businesses need to shift their focus more towards doing their bit for the environment (Maslin, 2021). Maslin (2021, p.10) states that “The 21st century is when we save our planet from ourselves” 

With this being the case, businesses are facing extra pressures with the threat of their reputation being damaged by how eco-friendly they are (Desjardins, 2007). This is echoed as “9 in 10 Gen Z agree that companies have a responsibility to engage with environmental and social issues” with employees applying pressures to their companies to invest more time and efforts into climate change (Harvard Business Review et al., 2020, p. 10)

Businesses such as FEI Foods have strived to be more environmentally friendly to better the environment as well as keep their reputation at a high level. Over the last couple of years, FEI Foods have been working alongside packaging companies in order to become more environmentally friendly. This has meant a change in strategy to adhere to new consumer behaviours and needs. As a result of this, it has meant that FEI Foods have launched the first ever microwavable rice pouch to be fully recycled into the supermarkets (Minchin, 2021). This has now meant other large retailers are wanting to transfer to the newly recyclable pouches for their customers as well as increasing their eco-friendliness and reduce their carbon footprint.

In recent years, the plea to reduce greenhouse gas emissions to help climate change has developed, with the trend to reduce plastic usage gaining popularity amongst large brands such as McDonald’s and other fast food chains. This has meant many companies have decided to move away from the use of plastic straws and replaced with paper straws to be more eco-friendly (BBC, 2019).

Within FEI Foods, the use of plastic is high with ingredients being stored within plastic tubs and plastic utensils being used to create the sauces for the products. If FEI Foods was to opt to become more eco-friendly, they would need to source their ingredients in varied materials such as metal, paper bags or cardboard to reduce plastic usage. It has been said that glass is a cheaper alternative to plastic as it is “inert, inexpensive and infinitively recyclable” (Eartheasy, 2023). While this could be an option for many businesses, a food manufacturer such as FEI Foods would not be able to opt for this based on the risks to product. With recyclable pouches on the go, FEI Foods are already doing what they can to be eco-friendly, however opting for recyclable plastic containers and utensils as opposed to non-recyclable is likely to come at a cost increase where “the price of recycled plastic flakes, used to make goods from soft drink bottles to glitter, has become more expensive than virgin plastic for the first time” (Ambrose, 2019).

As FEI Foods Ltd is a manufacturer for a number of UK supermarkets, there is a lot of shipping involved. FEI Foods transport their products all over the UK using distribution companies. With the focus on global warming becoming more prominent, FEI Foods may face some difficulties with regards to the distribution of their products. 
By producing a large amount of products between the two South Wales sites, it is evident that there will be a large number of distribution vehicles travelling to and from the business, leading to increased air pollution into the atmosphere. “Air pollution is contamination of the indoor or outdoor environment by any chemical, physical or biological agent that modifies the natural characteristics of the atmosphere.” (WHO, 2022). 
If FEI Foods were to attempt to reduce their emissions based on the amount of distribution across the whole of the UK, they would need to potentially look for distribution companies that have larger lorries to hold more product inside. This would mean there would be less lorries visiting to both of the South Wales sites. Another option would be that FEI Foods look to use a distribution company that has or is going to use electric vehicles in the near future, similarly to Tesco. 

Tesco have recently introduced the use of an electric vehicle to carry out deliveries from its distribution centre. “With a range of 130 miles, different temperature zones and an equal payload to the diesel-based alternative, the EV will remove 23 tonnes of CO2-equivalent emissions per annum, according to Tesco” (Transport and Energy, 2022). Despite this being a huge talking point for the business, and some positive publicity, it would likely come at a higher cost as electric vehicles cannot travel the same distance as the ordinary vehicle. This may mean that costs to charge the electric vehicles in-between site visits for distribution may outweigh the fuel costs and not be as cost effective.  

Boudreau and Rice (2015) discuss how “HR needed to figure out how its initiatives and activities could yield a talent pool that was better prepared and empowered to innovate”. They go on to say that one of the first stages to do this is to look at the bigger picture while explaining one of the methods used by another business. Their approach was to conduct one on one conversations with each of the senior management team in the business to gather what they thought the external environmental challenges that the business is facing. This approach can benefit both the business and its employees as it encourages them to be innovative and feel included.
[bookmark: _Toc124956065]3.0 Conclusion

In conclusion, it is clear that there are many external factors that affect a business such as FEI Foods. Rapid technological advancements are daunting for all staff however, certain aspects of human skill cannot be replicated through technology. It may also alter the recruitment process for businesses with interview stages being conducted online as opposed to human interaction. With global warming and climate change becoming increasingly important, the business has strived to produce recyclable pouches but may also need to look into other avenues to increase their eco friendliness. Below are recommendations surrounding the future HR and corporate strategies.

[bookmark: _Toc124956066]4.0 Recommendations

One recommendation I would make to the business would be that with pressure of climate change and greenhouse gas emissions growing rapidly year on year, the business should look to plan and potentially implement an environmental manager into the business. By doing this, FEI Foods will have a manager dedicated to ensuring the business is complying to environmental regulations and can reduce its carbon footprint. From researching vacancies surrounding environmental officers and management roles, FEI Foods would be looking to pay the candidate around £35,000 - £40,000 per year to carry out this role. Despite this being costly to the business, the benefits outweigh the cost. For example, by having a dedicated role within the business to improving emissions, the business may receive recognition for its efforts to reducing its carbon footprint through an award such as the Blue Patch Sustainability award or potentially obtaining positive publicity. “The Blue Patch Sustainability Awards were created in 2016 as a way to recognise high quality, sustainable and ethical businesses.” (Blue Patch, 2023). If the business were to win the award it would increase awareness of the business and maintain a good reputation. This may attract an increased number of people who want to join FEI Foods as an employee. The implementation of an environmental manager can help with cost savings through reduced resource consumption and improved energy efficiencies and additional protection against potentially costly fines for non-compliance in relation to environmental safety regulations. A manager in this field can also be responsible for working with other teams to market the organisation using its environmental standards, helping to improve reputation & attract new customers (Koyuncu & Ozkan, 2018). 

Another recommendation would be that FEI Foods invest in a more up to date recruitment process to replace the one that is currently in place. As previously mentioned, other manufacturing companies such as Unilever have opted for a more online approach when it comes to their recruitment process. With a relatively high staff turnover at FEI Foods, the need for recruitment has increased with a high volume of applications being sent through to the business. Implementing a system similarly to Unilever would relieve a lot of pressure on the HR department as it means CV sorting and even the interview stage itself could be removed from the HR department (Hire Vue, 2018). Having a system like this in place will give the HR department the opportunity to re-evaluate their strategies and prioritise other pressing topics. This may even mean the structure of the department may change with the need for a recruitment officer becoming less prominent. This could potentially save the business between £20,000 to £30,000 per year on a recruitment officer, and making the move to a more up to date, more technologically advanced recruitment process.
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