
Name: Emma Thomas 

CIPD Membership Number: 52087709  
  
HRM in Context – BMHR7004

Student Number: 0201743 

Word Count: 2201

Date: 18/11/2019


I declare that this assignment is my own work and that any information obtained from books and other sources have been appropriately referenced.

Signed: Emma Thomas..................................	Date: 18/11/2019.........................






ABER Instruments
PESTLE Report 2019
[bookmark: _dw2dac9r7xzm]A review of external factors affecting the organisation.
[image: ]
Emma Thomas 
Human Resources 



EXECUTIVE SUMMARY 
The focus of this report is to examine and evaluate external factors affecting Aber Instruments (ABER) and it corporate and HR strategy. Three areas, political, technology and social, of a PESTLE analysis have been conducted to identify issues of concern for the business. Potential R&D funding gaps and skills gaps have been identified following Brexit. The evolution of the future of work has been reviewed with regards to technology and social environmental factors, highlighting AI advances and the developments of the ageing workforce. Recommendations have been made to elevate the effects on the business.
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INTRODUCTION 

ABER is a Life Science organisation based in West Wales, producing unique electronic instrumentation for biomass monitoring using radiofrequency impedance. An SME, employee owned organisation, committed to quality, a high standard of innovation and service, with 46 employees. ABER sets the benchmark for products controlling yeast fermentation, yeast management and biomass monitoring (Aber Instruments, 2019).
A wide range of internal and external environmental factors effect a business, best practice is to analyse these factors in an attempt to proactively predict changes, adapting corporate strategies to maintain a strong competitive position. Most organisations will have a good understanding of their internal environments such as culture and innovation, and should also have a good understanding of customers and suppliers. To support the understanding of competition with a market Porter 5 Forces model can be used (Harvard Business Review, 2014).  PESTLE (Political, Economic, Sociological, Technological, Legal, Environmental) is a tool used to assist organisations to examine key external macro environment factors which may affect their businesses.  
Advantages of the framework is its simple to use and provides understanding of the wider issues that have the potential to challenge the business, enabling business leaders to effectively plan corporate and HR strategies to support their organisations and reduce risk. The analysis can also highlight opportunities for a business to exploit. Some of the disadvantages of the framework can be to oversimplify data, only using limited amounts of the available data on each area. Likewise, too much data can also debilitate the process. Some data maybe based on predictions and prove to be unfounded.  PESTLE analysis should be performed regularly and so may become time consuming and resource heavy (CIPD, 2018).  
Organisations will often use a SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis in conjunction with a PESTLE analysis.  Some of the key considerations of each of these 6 areas are highlighted in Figure 1 below. Due to word count restrictions this report will focus on just 3 of those areas, political, technological and social, identifying the effects on ABER and the HR strategy.
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Figure 1 – PESTLE (Business to you, 2016)
POLITICAL  
Following the referendum decision in June 2016 (Gov.uk, 2016) ABER’s Leadership Team released an email to all staff reassuring them that business would continue as usual and for the foreseeable future. However in reality what the Brexit decision has meant for ABER, as with many other British businesses, is the VUCA (Volatile, Uncertain, Complex and Ambiguous) world in which they operate has been amplified (Harvard Business Review, 2014). 
Business management’s prime task is to is to plan for, or respond to, changes driven by government that are likely to impact the organisations they run (Farnham, 2015). ABER’s Leadership Team has taken a strategic approach to Brexit planning, setting up a specific team to plan and deal with a range of critical issues, situations and possible eventualities using best/worst case scenario planning. The organisations corporate perspective has required consideration of potentially operating under new trade agreements such as WTO rules (Dhingra, 2017), potential shortages or delays of imported or exported goods, and issues relating to documentation and legislation, such as CE marking. 
As an organisation, ABER has already been directly affected by Brexit. A SMART, EU funded grant was awarded to support an innovation project within the Research & Development (R&D) function of the business. The time frame for completing of the project was instantly reduced by 6 month from the original 30 months outlines in the application. The reason for this was to ensure that the project remain within the Horizon, an EU research and innovation funding pot (European Commission, 2019), time frame and in line with the UK’s impending departure from the EU. This has caused resourcing and recruiting issues for the HR function.

Brexit has created much uncertainly around funding for innovation in Wales. As a member of the EU the UK has been a net contributor to the budget paying £15bn gross in 2011, which was equal to £128 per person, but following benefits return this figure was reduced to £8bn.  However the representation was not equal across all UK countries, Scotland broke even, while Northern Ireland and Wales benefited from net gains (Kew & Stredwick, 2016). In July 2019 a statement was issued by the Welsh Cabinet stating Welsh Government are pressing the UK government for funding of no less than would have been received in Wales had we remained in the EU, highlighting the significant impact EU funding programmes have had on the lives of Welsh people for the past 20 years (Gov.Wales, 2019). The Reid Review identifies significant contribution that research and innovation makes to Welsh economic productivity. The review states that the loss of EU funds poses a significant threat, arguing for additional funding from both Welsh and UK Governments for universities and businesses to ensure that Wales continues to have the ability to adapt to the post-Brexit funding environment. Wales currently only receives 2% of UK R&D funding (Gov.Wales, 2019b).
HR’s perspective is the human aspect of the organisation. For many UK organisations employment shortages will be an issue. A report by the CIPD states the main reason employers recruit EU nationals is due to a lack of ability to fill low or semi-skilled jobs with UK nationals, with one in ten employers stating that since Brexit the number of EU nationals recruited has decreased (CIPD, 2017a). However as ABER currently employs a low number of EU nationals the focus of the HR strategy is to ensure that future skills are addressed from a UK based talent pool. Part of the HR strategy involves consult with government to address the skills gaps by attending meetings such as the regional Economic Framework for Mid Wales (Gov.uk, 2017), voicing concerns, expressing skill demands and requirements for the area.

TECHNOLOGY  
As a technology company, ABER must ensure that the R&D function remains innovative whilst aligning with the organisational corporate strategy. Historically the organisation has concentrated mainly on the Brewing and Biotech industries. Due to ABER’s advanced sensor technology the organisation made the strategic decision to explore and develop products for the emerging regenerative medicine market. The area is new and exciting, requiring much research and new skills to support the transition into this new market.
The Life Science Industry in the UK employs 248,400 people in 5870 businesses, generating a turnover of £73.8bn (Gov.uk, 2019) with the UK government’s Industrial Strategy including a target to “raise investment on R&D to 2.4% of GDP by 2027” (ONS, 2018). With a national focus on growth it is essential that ABER’s productivity remains high in this competitive sector.  
Technology continues to shape the world of work and therefore the organisation must retain a grip on the changing landscape (CIPD, 2017b). As a manufacturer of patented dielectric spectroscopy instrumentation, ABER must ensure that the production line is not left behind with the dawn of industry 4.0 (Deloitte, 2019). For organisations to be successful, to compete and survive the years ahead, automation must be incorporated into business processes (Harvard Business Review, 2019).

Mckinsey discusses the development of automation via artificial intelligence (AI) bringing the promise of higher productivity and economic growth, an increase in safety, convenience and efficiencies. With this emergent technology brings into question the effect on jobs, skill requirements and the nature of future work. In the future many of the procedures that are performed by workers have the potential to be automated (McKinsey Global Institute, 2017). 
For ABER, as an employee owned company, HR’s role is critical in ensuring that any change in working processes provides positive outcomes for all shareholders. HR’s strategy must be well informed, insightful and knowledgeable, understanding business expectations and the changing needs of skills requirements within the business whilst implementing L&D strategies to support changing needs of both the shareholders and the business (CIPD, 2017b). 
Humans realise the potential of technology and it is they who must continue to drive the progress, making HR’s investment in people fundamental to growth (weforum.org, 2019).

SOCIAL  
Ageing population is a global trend. The UK’s ageing population was historically due to falling birth rates from the late nineteenth century. In recent years factors such as decreases in mortality rates and lower fertility rates have affected the population trend towards ageing (Farnham, 2015). It is projected in 50 years time there will be an additional 8.2 million people aged 65 years and over living in the UK (ONS, 2019). 
So what does this mean for the world of work and ABER? As society is changing so are factors surrounding people’s desire and need to work for longer. Some people make conscious decision to work for longer while others have little choice owing to low income due to pension short falls (The Guardian, 2019).
Employees in most cases can now choose when to retire in line with the Equality Act 2010. The Act, which replaces the Employment Equality Regulations 2006, prohibits discrimination of nine protected characteristics, of which age is one. Historically age discrimination has been one of the most common forms of unfair treatment at work (ACAS, 2019). It is becoming increasingly common to have a multi generational workforce with age gaps between staff of up to 50 years. 
This trend is mirrored at ABER as an age diverse employer, with the youngest employee being 20 years old while the oldest is 74 years of age. Benefits for ABER are the opportunities for sharing knowledge and experience. A perfect example of this is our KTP (Knowledge Transfer Partnership) with UWE (University of West England) (Innovate UK, 2019). The associate of the project is 23 and the lead in the project is 72. Both team members possess skills the other does not. The 74 year old is highly skilled in analogue circuitry, which is considered a dark art (ref??), whereas the 23 years old is skilled in 3D printing, modelling technologies and programming. Future issues with an ageing population will be workforce will be shortages as retirees outnumber new generations to the workforce (World Economic Forum, 2019).
An ageing workforce bring resilience as people in their 50’s through to 70’s will have been subject to large amounts of change over their lifetime. In a survey of HR professionals on an ageing workforce conducted by the CIPD records knowledge sharing at 66%, and problem solving at 32% (CIPD, 2014). The survey highlights ageing workforces’ adaptability to varying working demands such as technology developments. Older generations are able to impart value knowledge and experience. However there are disadvantages as years of work can take a physical toll on employees making them likely to require an increased amount of time from work due to illness (People Mangement , 2019).
   . 
CONCLUSIONS
In conclusion the above analysis identifies key strategy points for ABER to focus upon. From the political perspective leadership will need to be aware of changes as they emerge with Brexit, adapting corporate strategy quickly in an agile way to factors that affect the business environment (CIPD, 2019). Due to immigration issues that will continue to affect the UK following Brexit there will be a need to focus on the predicted skills shortages for HR’s strategy. 
From the technology analysis there will be a need for HR to clearly understand the skills requirements as they change with the progression of AI (Deloitte, 2019). Investment in human capital will be essential for productivity.  It will be HR’s role to focus on the human future of work, for ABER that will certainly involve an injection of resource to both software and firmware elements of R&D. For manufacturing the emphasis will be on up skilling technicians to become engineers for control of automated machines. 
From the social analysis it is clear that ABER’s HR strategy must provide adequate support for a multi-generational workforce (CIPD, 2014). This will need to include good financial planning with a focus on the pension provision and policies that support the wellbeing for all. It is worth noting that the younger workforce of today will need as much care and attention as they are the ageing workforce of tomorrow, therefore keeping them healthy is essential.    
RECOMMENDATIONS
To ensure that R&D funding is not only maintained but exceeded in Wales ABER should ensure that senior members of the Leadership team continue to lobby both Welsh and UK government. It is recommended that this is done via organisations such as the Mid Wales Manufacturing Group (MWMG) and the South Wales Chamber of Commerce to gain a seat at the relevant platforms.    
[bookmark: _GoBack]A greater focus is recommended for HR’s strategy on the requirement to work ever more closely with universities, colleges and schools to ensure that the correct talent is home grown within the UK ensuring skills gaps are kept to a minimum. Working closely with Aberystwyth Universities Computer Science department will be key to maintain a steady stream of software and firmware graduates are available. Work with Newtown College is recommended to upskill ABER’s manufacturing technicians with engineering apprenticeships to enable them to remain to work and support future AI within the business. 
ABER needs to consider a review of benefits including the pension provision for employees whilst offering independent financial planning advice. HR should devise a clear policy to focus on the health and wellbeing catering for all employees, providing talks and ensuring that employee’s health is at the top of the long term agenda.

ACTION PLAN

	What
	Who
	Resource
	Cost
	Time

	Sit on the Regional Engagement panel (facilitated by MWMG) to voice concerns regarding funding gaps following Brexit, demanding an increase to the investment into R&D in Wales 
	ML – MD, TP – R&D Director 
	Time to attend the meeting. 
	The cost of doing nothing may mean that R&D suffers without funding support from the EU, UK or Welsh government. 
Cost of 2 x Directors = £398
Plus travel costs of £37

Total cost =  £435
	8 hours plus travel time to Newtown (+2 hours)

	Arrange meeting with Aberystwyth Uni to discuss partnerships for student sandwich years and work experience for Computer Science students. 
	ET – HR
TP - R&D
HA – R&D 
	Time to attend arrange and meeting, ongoing facilitation of the initiative.
2 x R&D team members resource to cover training and supervision. 
	Cost will be loss of HR focus on the day to day issues while conducting the base work of the initiative. Plus HR manager hourly rate £148. 
Cost of R&D resource while supervising and training £850

	10 hours 






30 hours

	Project to review pension provision and arrange credible financial advice.
	ET – HR 
	HR time. 
	Cost will be loss of HR focus on the day to day issues while conducting the base work of the initiative. Plus HR manager hourly rate £88.
Cost of each employee attending a financial advice meeting £782
	6 hours 





46 hours

	Review of employee wellbeing policies.
Implementing talks and introduction of a critical illness policy    
	ET – HR 
Employee Council members 
	HR time + Employee Council members time 
	HR and Council time £340.
Cost of 3 hours long talks for all staff £2,346.
Cost per year of critical illness policy £8,573.
	20 hours

138 hours 
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