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[bookmark: _Toc99610045]Executive Summary 
Throughout this report there will be an analysis of the current economic and environmental factors that have had or are due to have an impact on organisational and/or HR strategy. From the findings of this analysis there will be recommendations for GDH that will allow us to combat any current or future threats through altering our HR strategy. 
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1.0 [bookmark: _Toc99610046]Introduction 
Gerald D Harries & Sons Limited (GDH) are one of the leading suppliers of aggregate, asphalt and concrete throughout West Wales with a strong arm in civil engineering and our own fleet of trucks (G D Harries & Sons Ltd, no date). SigmaRoc Plc is a corporate entity which acquired GDH in September 2020, they acquire and invest in quarrying organisations throughout the UK and Europe (SigmaRoc Plc, 2020). 
In order to analyse the external environment, a PESTLE analysis will be used in order to measure the impact on the organisation and the business/HR strategy. PESTLE covers Political, Economic, Sociological, Technological, Legal and Environmental factors which can all have significant influence over business decisions (CIPD, 2021). This analysis tool can be an effective way to assess external factors and gain foresight of the long to short term impact this may have on an organisations strategic direction whether this is positive or negative (Mitchell and Britt, 2019). Although this is a useful tool, due to the external environment consistently changing (Cheese, 2021, p.5) and the need to be able to adapt to change quicker has been highlighted (Morgan, 2014, p.159) this would require consistent review in order to efficiently predict future business impact which would take adequate time (Buye, 2021). However, it may be argued that this should be made a priority due to the potential to minimise risks to the business when consistently analysing these factors (Perera, 2017, p.4) and would be particularly important for HR strategy as HR typically work within complex organisational contexts that regularly change (Farnham, 2015, p.16). Using PESTLE as a tool to analyse external risks can boost productivity and reduce the potential impact of threats on projects but this should also be analysed alongside a SWOT analysis to review potential internal threats to ensure that all risks have been identified (Rastogi and Trivedi, 2016) and the Porters 5 Forces model in order to assess the competition to review any opportunities or threats (Porter, 1979). Although PESTLE only identifies external issues within the business environment rather than analysing the problems any further, it does provide value in the sense that findings can support organisations decision-making when developing future strategies (Vasileva, 2018, p.228). The risks/opportunities that are identified within a PESTLE analysis should then be integrated into a business plan for the information collected to be used effectively (MindTools, no date; CIPD, 2021). 
[bookmark: _Toc99610047]2.0 Economic Factors Impacting GDH 
With the pressure of competing alongside other local suppliers for custom, GDH are heavily impacted by the changing economic environment in how GDH manage their resources.
Since Russia have begun their invasion into Ukraine, the UK have seen a rise in the prices of fuel and oil which is mostly due to global wholesale prices rising and this is only set to increase (BBC, 2022). This has already had a direct impact on consumer spending as it has started to slow within the UK (Romei, 2022) which will have a knock-on effect to GDH as consumers will be more reluctant to spend on non-essential products. Due to the nature of GDH’s products and services they rely on the supply of oil in order to create products such as asphalt, if there was a shortage in oil due to the UK refusing to accept any oil from Russia (Davies, 2022) then this would have an impact on how much GDH can supply consumers which could then impact on the potential profits.
Another economic factor that is set to have an impact on GDH would be the increase in national insurance, as throughout the UK businesses are faced with uncertainty over how this increase will impact workers alongside the increase in the cost of living (Daly, 2022). This is set to have a negative impact on the lowest earners, which will require support from HR in order to retain them by implementing policies and procedures to manage financial wellbeing as recruiting for the roles with low pay grades may become increasingly difficult (Powell, 2021). If GDH cannot successfully combat the costs incurred through the minimum wage and increased national insurance contributions then this could have a direct impact to the workforce as employees may have their hours cut or in the worst-case employee numbers may have to be cut to reduce costs (Kappel, 2016), which is something external organisations are already considering (McCulloch, 2021).
The current labour market is sparce in regards to skilled workers, which for organisations creates a challenge to recruit workers with the correct set of skills as the talent pools become limited as up to 46% of organisations face recruitment difficulties (CIPD, 2022). In a competitive talent market organisations such as GDH’s HR strategy should be focussing on company culture, brand and reputation to be attractive to candidates as salary may not be enough to attract candidates as values change (Crawford, no date), particularly as GDH have roles that have been hit hard by skills shortages throughout the pandemic such as HGV drivers (BBC, 2021).
Energy prices are rising throughout the UK which puts further pressure on employee finances, with this creating potential wellbeing issues for staff some employers have taken the incentive to provide a salary increase to combat the additional costs (Bearne, 2022). However, for employers who cannot afford to take on these additional costs, there is a risk of not being able to retain workers as they may feel that their wages are not reflecting the cost of living (Jones and Santillo, 2022).  
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With the increase in awareness surrounding the environment such as climate change there is a need for organisations to be aware of their impact and how this can be managed as many customers, suppliers, employees and potential candidates would look for a supplier/employer to act sustainably (Luther, 2021; Rafi, 2021). 
Climate change continues to have a huge impact on the environment and nature as 40% of the world population have become ‘highly vulnerable’ to the climate (McGrath, 2022). As the world becomes more conscious of climate change, particularly with younger individuals, this has had an impact on what they look for in an employer as they look to have a positive impact on the planet (Beck, 2022). Due to the nature of GDH’s operations, they are unable to say that they have a positive impact on climate change as the construction and building sector account for around 40% of the global greenhouse gas emissions (Muller et al, 2020). With the younger generation choosing climate careers (Lashbrook, 2021), GDH may be faced with barriers to recruitment and experience issues with succession planning as the nature of our operations may deter the younger generation.
The construction industry consumes high levels of minerals and natural resources, but this adds the pressure to organisations within this sector to be as sustainable as possible to decrease their impact on the environment with some companies implementing sustainability procedures, practicing energy efficiency and harnessing green technology (Jackson, 2021). Many large construction companies have already embraced sustainable construction (Goldsmith, 2020), failing to make efforts to be more sustainable can make organisations less desirable to investors (World Green Building Council, no date). GDH make efforts to be efficient and sustainable when conducting processes but do not currently invest in green technology. Although SigmaRoc Plc invests and creates sustainable products such as Greenbloc (CCP, no date), this has not filtered through to GDH which could potentially slow our rate of growth (Bove and Swartz, 2016) as the onus has been placed on material suppliers to measure their environmental impact. For GDH this could result in reduced profits and a potential reduction in business performance due to reduced employee engagement as many employees may feel their work is less meaningful (Casey and Sieber, 2016). This supports that GDH need to begin to consider manufacturing sustainable materials as the cost of not investing in these products may be greater as people’s values continue to adapt in favour of sustainability (Deloitte, 2021) as well as customers and communities paying greater attention to organisations ethical practices (Swart and Muricy, 2021). If consumers were to reduce their consumption of mined materials due to these values, this may have an impact on our profits which could result in reduced staff levels.
Biodiversity has become more of a priority for people within the UK in recent years, as an increased number of people volunteer their time to dedicate their efforts to conservation (Gov.uk, 2021). GDH have adopted biodiversity policies and treat it as their duty to preserve the environment that they operate in and also looking to reintroduce wildlife where practicable. For this sector this represents good business practice, this may work in our favour in terms of customer, community and government opinion which may make us a more favourable supplier to competitors who do not imbed this into their values.
[bookmark: _Toc99610049]4.0 Conclusion
Many economic and environmental factors have a strong influence over our operations due to the impact that they have on our strategic decisions whether that relates to our overall business or HR strategy. Some factors have a greater influence than others, such as increase in the cost of living (Daly, 2022) as this can have a direct impact on recruitment, current staff resources and potential profits. There are some factors which would require long-term commitment throughout the business strategy such as embracing sustainable technology in order to ensure GDH are doing what they can for the local community that surrounds them or that they can retain and recruit staff (Swart and Muricy, 2021). Ultimately, this external analysis has provided GDH with issues that will need addressing and incorporating into our business/HR strategy in order to ensure business survival. 
[bookmark: _Toc99610050] 5.0 Recommendations 
The following recommendations have been influenced by the findings in sections 2.0 and 3.0 and suggest where GDH should focus on in terms of future corporate and HR strategy. 
1. A wellbeing policy and procedure should be created for GDH to support employees (Powell, 2021) as this had been highlighted as an issue by the recent economic uncertainty (Daly, 2022; BBC, 2022) and could help to combat unexpected external changes. When considering costs, GDH would need to factor in HR and senior management teams time when creating and promoting the wellbeing policy, for example, if the HR department alone were to dedicate just a day to create the policy it would cost over £200 in time set aside from usual operations. HR would also need to consider the services that GDH would need to have to support the wellbeing policy, however, GDH already have an EAP service for all employees to make use of and have implemented mental health first aiders across their sites so these costs should be minimal but may change if they are deemed to be not effective enough. The benefits for GDH would be that it may help to alter our company culture and create a workplace where individuals feel comfortable discussing their issues which can lead to greater organisational performance (Fabius and Phares, 2021). This may also give GDH a competitive advantage in terms of recruitment and retention which would be beneficial in the current competitive labour market (ONS, 2021). However, there would still be the competitive element of salary and skill shortages which would create a barrier for recruitment for GDH (Bearne, 2022). 
2. To promote GDH’s current efforts in terms of our sustainable and biodiversity processes to try and encourage the younger generation to apply for roles within the organisation as it becomes more important for them to work for an employer that makes a positive impact on the environment (Beck, 2022). If GDH were to increase efforts and invest in sustainable machinery then this would have significant cost to the business, but at present biodiversity/sustainable processes are already imbedded into their operations but HR would need to set time aside to incorporate this into their organisational values and to imbed this element into recruitment processes (Komm et al, 2021). For HR it would also be important for us to ensure that a culture is created where those who do have concerns can come forward and suggest what they feel GDH can do in order to be more sustainable, this could also aid GDH in recruitment and lead to greater productivity if successfully implemented (Crawford, no date; Fabius and Phares, 2021). This would take up a lot of the HR departments time as a change in culture and imbedding values can be a long process to ensure it is fully implemented across all levels of the organisation (Farnham, 2015, p.94). The major costs associated at this stage would be through HR setting time aside, which would be around £200 a per day spent on the initiative. The cost of doing nothing may be a greater risk to the business as GDH could lose suppliers, customers, employees and potential applicants in future as peoples values intensify surrounding the climate (Deloitte, 2021). The benefits for the workforce could be that GDH may have a greater chance of being able to recruit the right candidates to plan for succession planning as the construction industry faces an ageing workforce (CIOB, no date), therefore, GDH need to secure their future talent to ensure business survival. 
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