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Executive Summary	
This report has been written to analyse external factors that impact Lincoln Electric UK’s corporate and HR strategic planning and direction.
The findings were based on political, social, and environmental factors from the PESTLE analysis tool. 
The political factor highlighted the importance of ensuring customer excellence is given regardless of the energy costs increasing and the changing of importing and exporting legislation.
Social factors are paramount to LE UK as the fall out from the COVID-19 pandemic has heightened mental health which has increased absenteeism in the workplace. LE UK supporting employees will help improve productivity and morale throughout the business.
Currently, climate change is one environmental factor that has the global spotlight and is a hot topic. Whilst LE UK produces heat waste, a recommendation of reusing the heat waste and pumping it back into site could enhance the working conditions of staff, whilst reducing the energy costs.
The significance of the findings evidences that LE UK can strategically move in a direction where they are using – recycling – making products by effectively encouraging the workforce through support for health, recycling waste and reusing throughout the whole site.
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1. [bookmark: Introduction]Introduction
The PESTLE analysis is a tool to help study external factors that may affect an organisation. This tool can be used by organisations from SME size to a large multinational corporation. The PESTLE analysis consists of Political, Economic, Sociological, Technological, Legal and Environmental influences. Research suggests that by auditing the external environment, businesses can identify what may affect the business and aid strategic business planning, workforce planning, marketing planning, product development, organisational chance, people strategies, reports, and projects (CIPD, 2021).
Incorporating the PESTLE factor framework into a business like LE UK will help the external and strategic thinking, it also allows the business the insight for possible threats so that they are able to prevent or lessen the impact that they may face (CIPD,2021). In contrast, information may become outdated, and the purpose of the PESTLE tool will not serve purpose, information and the market may change rapidly, and the business will have to act swiftly. All stakeholders within a business will play key roles in the PESTLE analysis tool.
A PESTLE analysis can be conducted for LE UK when the business requires change. The company may want to go in a direction they have never been in before so would look at retaining, engaging, and developing employees (Ahmetaj and Daly, 2018). Looking at futuristic impacts and looking at competitor movements, allows the company to monitor and compete with changes of the competition. On the other hand, if a PESTLE factor is removed from the analysis, it will have no impact on the whole tool, a business can focus on an individual factor or the whole PESTLE tool. 
The pros to using the PESTLE tool allows an analysis of external impacts, it is a quick and simple review, and there is a broad overview on the market (Sudhanshu, 2020). Although, Sudhanshu (2020) also explains some disadvantages for example, LE UK will not be able to review internal factors, the tool has a short lifespan, and it requires extensive unbiased data review for factors. LE UK will need to ensure commitment to the PESTLE analysis as it may become quickly outdated and this may have a detriment to their place in the global market. 









2. [bookmark: MainFindings]Main Findings
[bookmark: Political]2.1 Political
In any business political factors play a huge role in how an organisation is run. There are four main political factors affecting business (PESTLE Analysis, 2015):
1. Impact on economy
2. Changes in regulation
3. Political stability
4. Mitigation risks.
At the time of writing this report, recent events in Government will impact upon the business and the energy prices LE UK will likely incur in the future. The resignation from Liz Truss as the UK Prime Minister made a huge tidal wave with companies, she advocated a mandate of lowering energy bills and cutting taxes but adversely admitted that her mandate cannot be followed (BBC, 2022). The future of electricity prices is unclear for LE UK, so they cannot determine future costs or budget for energy prices as they are fluctuating daily.
The above factors have a major impact for LE UK whether it is a positive or negative effect. The impact on the economy has suffered vastly throughout the UK in recent years, the sudden hike in energy prices have caused almost six in ten manufacturers to say that energy increases are business threatening (MakeUK, 2022). The energy increase is affecting LE UK due to the dependency on electricity to run furnaces. If there is no electricity feeding furnaces it would impact business income, as a result, the workforce cannot carry out their jobs.
	Strategically planning business priorities and forecasting business usage from previous years, could indicate any subtle cost changes to the business, this will help LE UK understand if they can sustain the ongoing hike in energy pricing. In contrast, evidence shows that some energy companies who supply resources to the UK, (BBC News, 2022) are booming, due to the low supply and high demand for oil and gas, BP were able to profit. The current climate would indicate that whilst many companies are struggling to cope with the energy increasing, many organisations will boom and see a sudden demand.
It could be argued LE UK could forecast the increase of energy prices by watching and listening to recent media which shows recent events happening around the world. Forecasting the market and being able to guarantee the business can effectively produce within the current climate; LE UK would be safeguarding Maslow’s Hierarchy of Needs. A fundamental for many is having security and safety in their job as McLeod (2018). This was proven, as LE UK survived a VUCA world during the COVID-19 pandemic, they survived and adapted their business internal strategies and procedures, so that they could give employees a safe and secure environment within a climate where many businesses were facing uncertainty.
A VUCA world consists of a business being volatile and the speed they can react, uncertainty indicates the company can confidently predict the future, complexity surrounding the number of factors the business will need to be aware of, and ambiguity refers to the lack of intelligibility on how to understand something (Kraaijenbrink, 2018).
Subsequently, LE UK must make sure that when importing and exporting goods the business is compliant with all regulations surrounding transactions in and out of the UK, as this is detrimental to business operations. Globalisation is vital for business and the market is worldwide, the company ships to all continents and must obey different export regulations, depending on where they ship. Due to the shutdown of LE UK’s sister site in Anaheim, California in 2020, the UK site were fortunate to inherit California’s contracts for business. It is evident that globalisation is playing a key part in the transition of business from California to South Wales, securing jobs for 100 employees. 
In contrast, the transfer of work means LE UK need to increase their workforce due to the vast amount of work now being undertaken. As Brooks (2022) explains in his article, the management theory of Henri Fayol includes 14 principles of management, stating management should interact with their staff in 5 basic ways:
1. Planning
2. Organising
3. Commanding
4. Coordinating 
5. Controlling
LE UK need to understand that workforce pressures are imminent for their staff. This adds value and helps to achieve one of the 4 peaks in LE’s Higher Standard 2025 Strategy for solutions and value (see appendix A). Understanding why work has been inherited at Port Talbot, helps to understand that LE are investing so that products are improved, and customers products can be “better, safer and easier” (Lincoln Electric, 2021a).
	Implications may arise when operations are moved from California to Port Talbot, whilst LE UK are owned by an American company, LE UK must comply with the ‘Made in USA Standard’, this means all products made in America must have a disclosure stating it is ‘Made in USA’ (FTC, 1998). This means that several contracts cannot be manufactured in South Wales because they cannot comply with these regulations.
	Furthermore, the political factors LE UK face are detrimental to the operations of business due to the global market constantly changing. There are many regulations the business will need to adapt to, so that they can keep up with demand from overseas contracts. If business can sustain throughout the energy price crisis and the overseas regulations changing, the Higher Standard 2025 Strategy that Lincoln Electric set out can be achieved.
LE UK work towards the “Higher Standard 2025 Strategy” which was launched in 2019. One fundamental outlined within the strategy is to “treat others as you would like to be treated”, this relates to employees, suppliers, customers, and many other stakeholders within the Lincoln Electric corporation. With the ever-rising energy costs and the ever-changing regulations surrounding importing and exporting – is it likely LE UK can deliver operational excellence to their customers and sustain the attractive product pricing strategies, without the ongoing increase in costs of energy and the importing and exporting having an impact?



























[bookmark: Social]2.2 Social
Social stability has been paramount throughout the pandemic to reduce the spread of COVID-19, but social stability has not been stable due to lockdowns. Workforce and strategic planning sprang into action with the introduction of the furlough scheme. New working procedures were created and tailored to each business aiding a global shutdown, but the duration of the pandemic was unknown. 
The Harvard framework for HRM is evident in LE UK’s decision making, this was not faced by anyone before, management gathered to decide inhouse rules and regulations, employee wellbeing was at the forefront. As Purcell et al. (2008) outlines, the benefit of incorporating the Harvard Framework for HRM is seen to have long term impacts on an organisation and the effectiveness it may have on the individual’s wellbeing. The Harvard HRM Model is considered a soft HRM tool that focuses on individuals rather than outcomes, it allows HRM to look for the best performance in employees (Personio, 2022). Local Welsh Government were governing the rules, but company policies were situational for the health of employees. 
The forefront of LE UK’s strategic planning is employee’s wellbeing. The furlough scheme was advantageous it ensured those who were vulnerable could isolate, taking care of the health and wellbeing of staff. The working shifts were skeleton to limit the spread of coronavirus and social distancing was put in place. 
In March 2022, the World Health Organisation advised all countries to enhance support of mental health services. The pandemic saw an increase of 25% of individuals suffering with anxiety and depression (WHO, 2022). In June 2022, 19,099 people in Wales were sourcing help for Secondary Mental Health Services and receiving a valid care and treatment plan (Welsh Government, 2022). This evidences that mental health has increased post-pandemic, companies should be mindful and prepare management for an increase in absenteeism. This in mind, LE UK should be mindful when strategically planning to incorporate wellbeing support for employees.
The increase of mental health could impact the business by having a high level of absenteeism from work. This could suddenly impact workforce planning for a manager and their daily workforce needs, this could result in the production and output also being affected. Alternatively, this will have an impact on internal procedures and targets for the overall business.
Maslow’s Hierarchy of Needs (Sprouts, 2017) explains the fundamentals for human beings to ensure life fulfilment, once satisfied with stage one, providing us with physiological needs e.g. breathing, eating and sleeping, stage two includes security and ensuring a healthy lifestyle. Guaranteeing workforce wellbeing as an employer shows the company can be compassionate and empathetic, creating a better and understanding environment, ultimately, a duty of care to employees.
The Company needs to ensure that when dealing with matters of employee mental health, there is no discrimination or pre-conceived ideas in their approach. Individuals who are diagnosed with such conditions fall within the guidelines set out in the Disability Discrimination Act 1995, an employer must be versed with these guidelines and ensure individuals do not receive any detriment for being included (Legislation, 1995). If the Company cannot provide an environment where employees feel safe, absenteeism is fostered. Many factors could aid an employee’s wellbeing in work, LE UK could look at taking risk assessments to distinguish if the root cause is work or external/personal factors with the individual and tailor support.
Subsequently, LE UK could promote a positive workforce as Chazalon (2021) outlines in their article, MIT and Harvard conducted a study where they found happy employees were sick less often and that 31% were more productive and 55% were more creative. This shows promoting a positive workforce environment could see an increase in productivity, encourage the engagement of employees, who feel appreciated and recognised for the work carried out.
The Sainsbury Centre for Mental Health (2007) found that employees take 7 days off work a year for health reasons and an estimated 40% of this figure is related to mental health, or 2.8 days a year. A year later in 2008 the UK were hit with ‘The Great Recession’ (Forbes, 2022). The findings could be somewhat similar and would give LE UK an insight following the COVID-19 pandemic and the looming recession.
 LE UK understanding the absence reasons ensures what changes need to take place, this can be actioned through a robust return to work. As an employer, LE UK need to recognise what employees want and how individuals are affected by work, being aware of employee’s workload and any other factors to recognise employee’s mental health and whether work is a contributing factor.
The COVID-19 pandemic has projected the importance on to businesses to support mental health in the workplace. As CIPD (2022) outline, there are actions for Government and recommendations for employers on how to focus on mental health and how the pandemic phase of mental health will decline. The question remains, will LE UK continue to heighten support for their employees and help tackle to minimise the mental health impact on the business? Will minimising workplace stressors make the workforce a more engaged and safer environment to operate in? Will the support and engagement of employees help decrease mental health absenteeism from the workplace?









[bookmark: Environmental]2.3 Environmental
Global warming is a worldwide topic and one that affects everyone. NASA has helped provide statistics relating to climate change using their vast expertise and Earth science knowledge (NASA, 2022). Explained by NASA (2022), executing their sustainability objectives is paramount, including: increasing energy efficiency and increasing the use of renewable energy. Should LE UK adopt the same mission to help combat climate change in the future? 
	LE UK run up to 6 furnaces a day, each furnace reaching a temperature of 1800⁰c. The foundry reaches high temperatures during summer months, regenerating heat could save money and lower energy costs for the business overall (Energy Star, 2016). The furnaces are run by electricity and implementing a new system to reuse heat waste could be advantageous for business (The Renewable Energy Hub, 2018c). Heat regeneration could improve the work conditions for staff, The Renewable Energy Hub (2018a) explains that the output from furnaces can be used to maintain comfortable temperatures for both foundry and offices onsite.
	Ensuring the working conditions for employees on the shop floor is comfortable, takes a lot of consideration. Thermal discomfort is a high risk in the foundry, there is a multitude of testing to improve the working temperature. As Health and Safety Executive (no date - a) advised measures are to be undertaken to allow the control of temperature on the shop floor, as it is a high-risk environment. The Renewable Energy Hub (2018c) suggests a new heat regenerator addition outsourcing wasted heat energy, will increase the air quality on site.
	The Renewable Energy Hub (2018b) suggests that it costs between £2000 - £8000 to implement a heat regeneration system, depending on how much work is to be carried out, including pipe fitting and the size of the site. Having said that, the Carbon Trust (no date, cited in The Renewable Energy Hub, 2018b) found that the system operates at 70% efficiency and will save at least, 38% on energy bills. Reducing the costs of the energy in one area throughout site, may impact on the overall energy bills for the business.
Subsequently, incorporating a new system will highlight new training and development needs for the business. The Higher 2025 Strategy strives to enhance employee development, being one of the four key areas LE are focusing on, this will help to achieve the global strategic plan (Lincoln Electric, 2021a). According to a LinkedIn study (2019, cited in Harvard Business Review, 2022), 94% of employees would stay in a business if the employer was to invest in their training and development. Investing into the work conditions will promote a better health and safety environment, as poor health could have a long-term cost impact (HSE, no date – b) with 36.8 million working days lost in 2021/22 in the UK due to work-related illness/injury (HSE, no date - c). 
Alternatively, if training is not provided for the new system, the operating system may not operate to full capacity as staff will not understand the basic operation needs of the system. Staff will need to understand the effects it will have on the business should it fail at some point during the future and counteract this by continuous maintenance.
	Welsh Parliament (2021) found during the Sennedd Research that Wales have recorded some of the worst air quality in the UK, Port Talbot was one area with the highest particulate matter levels. To help lower Port Talbot’s particulate matter levels and ensure the impact decreases locally, LE must conform to the Environmental Permitting Regulations 2016 (NPTC, no date). The business limits emissions within the site, no doors are allowed open and the control on emissions must be through specific filters, all of which are tested regularly. By using heat waste, is it possible to reduce and reuse the energy, lowering the pollution… depending on the facility, a large percentage of heat usually discarded into the atmosphere can be captured and recycled, the overall efficiency can go from 30% to more than 85% (Process Heating, 2014). Can LE UK combine their filtration system with a heat regenerator to reduce, reuse and recycle energy?
	Nickel and cobalt metal rely heavily on mining, with the rapid increases from 1995, as a result, the price of raw materials have increased (Tkaczyk et al. 2018). Sourcing raw material at the right time in line with the market and price fluctuations is key in LE UK’s strategy for business, this allows the company to purchase cobalt at a lower cost. The introduction of electric cars have impacted cobalt demand due to the 10-20% use of cobalt in lithium-ion batteries (Cobalt Institute, 2021). This will have a negative impact on manufacturing as the demand for cobalt have recently increased for LE UK, usages of 40-60% cobalt in charge melts, using exactly 91,874kg cobalt a year (Jones, 2022).
	Lincoln Electric (2021b) promote an EHS framework for products to support customers’ sustainable operations by:
· Enhanced worker safety
· Reduced emissions
· Improved energy efficiency
· Reduced waste
· Lower dependency on natural resources
· Regulatory compliance. 
Using LE’s movement, LE UK could explore ways for reducing, reusing, and recycling products that include cobalt. By 2030, annual cobalt supplies used from recycling could reach 34,000 tonnes, more than 80% of cobalt supplies will be sourced from batteries (Hu, Barich and Erickson, 2021). Nickel recycling fits perfectly in the Circular Economy (CE) model as the metal is fully recyclable and it can be used again and again (Umicore, no date). The CE model is an economic tool replacing “take – make – waste” and encouraging the tool to “use – recycle – make” when manufacturing products (PwC, 2022). The European Commission (no date) states, the CE model manages the life cycle of natural resources from extraction through to manufacture ensuring that the circular movements are green. This will help LE UK as they will be able to manage their costs and substitute buying raw material by reusing nickel and cobalt waste.
	If LE UK do not make changes to their operations, it could have an impact on the future demand of cobalt, the input of additional cobalt into the mix, would be added costs on to the price of cobalt which would ensure the close monitoring of market and the price fluctuations is key to the business.	



























3. [bookmark: ConandRec]Conclusion and Recommendations
Taking everything into consideration, the external PESTLE factors effecting LE UK should be integrated into the strategic and HR planning, as they could be a risk to the business with the increase cost of energy prices, mental health absenteeism rising and global warming being a hot topic. The issues highlighted have been carefully considered with the future impacts of business in mind, considering the political, social, and environmental issues likely to affect LE UK in the future.
	Since the external factors can change instantly, LE UK should be aware of instant changes, the business will need to adapt and quickly adapt strategic or HR planning as the data is constantly changing. Many factors will impact LE UK due to the location and the sudden shifts in Government impacting on legislation and law. LE UK need to adapt as the aim would be to sustain operations of the business and to uphold the global market.
	Subsequently, LE UK will need to maintain their attractive product pricing strategies to achieve ‘Operational Excellence’ in the Higher Standard 2025 Strategy, thus preserving the business relationships and ensuring business is still operational. The relationship between LE UK and staff is paramount as this amounts to the daily functions of the site, without a team to support the work, there will be no team to ensure success of LE UK. 
	Finally, LE UK need to take into consideration ways in which heat waste can be adapted so that it can be used on site. Implementing the CE model of “use – recycle – make” will make the site more efficient considering the location is in the Vicinity of Tata Steel UK and LE UK will be reducing emissions. 
	The recommendations to help LE UK strategically move forward with the impacts facing the business are:
1. Enhancing the support and ensuring the Absence Management policy is robust so that the workforce take less short-term absences (BrightHR, 2022). Train Managers on how to notice and identify employees suffering before it becomes a bigger issue, detrimental to the business.
2. Look at previous VUCA cycles such as the last recession in the UK and how it impacted energy costings. Compare and contrast current costings to historic figures to identify similar trends, to highlight areas where funding was cut to ensure it is feasible to do again.
3. [bookmark: _GoBack]A long-term project to implement a new heat regeneration system will cost between £8,000 - £12,000 depending on the size, businesses can take advantage of the ‘Enhanced Capital Allowance Scheme’, providing a tax relief element to energy saving technology (The Renewable Energy Hub, 2018b). This would lower costs of energy prices and improve working conditions whilst complying with the CE model.
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