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Glossary Of Terms

AGC – Alun Griffiths (Contractors) ltd
PEST – Political, Economic, Socio-Cultural, Technological
PESTLE – Political, Economic, Social, Technological, Legal, Environmental
STEEPLE – Social, Technological, Economic, Environmental, Political Legal, Ethical
SWOT – Strengths, Weaknesses, Opportunities, Threats 
WHO – World Health  organisation
Covid-19 – Coronavirus Pandemic 2019
SSP – Statutory Sick Pay
CPI – Consumer Price Index
ONS – Office of National Statistics
HR – Human Resources
GDPR – General Data Protection Regulation
ACAS – Advisory, Conciliation and Arbitration Service
CIPD – The Chartered Institute of Personnel Development
EAP – Employee Assistance Programme















Executive Summary

The following report has been produced for Alun Griffiths Contractors (ltd) to demonstrate the importance of using the PESTLE analysis tool for giving AGC an understanding of the external impacts on their organisation. This tool affords AGC an opportunity to review the advantages and the disadvantages of using the PESTLE tool analysis whilst considering the significance that external factors can have within this sector if certain recommendations are ignored. Furthermore, it highlights the current services offered by the organisation to employees, whilst reflecting upon the benefits that the recommendations could provide the organisation and its future needs.

This report will include fact based evidence from current and relevant literature. It will make proposals for future improvements that the organisation could implement to ensure it remains relevant and continues to be an employer of choice, in a challenging industry such as construction, throughout the recent cost of living crisis and a period of unnerving times for many.

The research that has been conducted within this report presents fact based evidence which indicates the challenges employees within AGC are facing at this time due to the current cost of living crisis and having inconsistent pay and benefits between weekly and monthly paid employees. Technological issues within the organisation, due to outdated systems, are resulting in employees being unable to access data in a timely manner and an increase in absence, including mental health absences, across the organisation following Covid-19.

The recommendations made at the end of this report, allow opportunities for the organisation to consider implementing processes that promote improvement to the pay and benefits for all employees, ensuring there is no discrepancy between weekly and monthly paid employees in either their pay or the benefits they receive, potentially safeguarding AGC against any future claims. Technological improvements are also recommended to advance the service provided by the organisation to employees, including communication to all work levels, whilst ensuring the organisation stays compliant with GDPR legislation, that employee wellbeing is seen as a priority and that the organisation is educating and informing its workforce to encourage support for any employee who may need it in the short or long term.

Throughout this report there is a focus on three PESTLE factors; Economic, Technological and Social.
	
This report will use the PESTLE tool to understand how the external factors could be impacting on the Organisation’s strategy ‘We build better people’.
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Introduction 

PESTLE is described as a tool of situational analysis, a popular approach with businesses to form the basis of understanding opportunities from external factors (Perera, 2017).  PESTLE analysis has been used as a guide when making strategic decisions in businesses for many years, with PESTLE analysis showing opportunities for businesses, but also highlighting the threats within a business and its strategic decision making (Battista, 2022 -a).

PESTLE has evolved over time, moving from PEST to PESTLE and more recently to STEEPLE, showing there are further factors, such as interest in ethical matters and corporate social responsibility that businesses should now be considering (Taylor and Perkins, 2021- a).

Battista (2022 - b) state that PESTLE is a simple framework that gives wider business information, encourages external thinking and allows businesses to exploit business opportunities. Organisations can often focus on the advantages of PESTLE and forget about internal factors within their business, which could be a disadvantage (Frue, 2018). Each business unit will have different objectives to deliver which could have wider implications through other areas of the business such as Financial, equipment, facilities or employees (Abukhams, 2015). The difference between internal and external factors is that organisations have the ability to control some internal factors and this should be considered an advantage, not a disadvantage when completing a PESTLE analysis. 

Taylor and Perkins (2021 - b) state that demographic, international and green could be other external factors which need consideration due to population ageing, globalisation and changes in international labour markets, and with the effects of Covid-19 still being felt, with ongoing supply and demand issues, and the cost of living crisis, which has been described as ‘the fall in real disposable income’ (Neal, 2022), this tool could help ensure AGC and its employees are not being impacted. For PESTLE to be an effective analytic tool it should be completed on a regular basis (Battista, 2022 - c), this will allow the organisation to be aware of changing demands within the market.

AGC is a small family run business in the private sector. It was founded in the early 1970’s and in 2018 was taken over by Tarmac/CRH, one of the largest building material companies in the world (Griffiths, 2022). A PESTLE analysis would highlight potential threats to this organisation moving from traditional ways of working towards new ways of working (Diermen and Beltman, 2016).

This report will use the PESTLE framework analysing external factors, focusing on Economic, Technological and Social factors, providing external information which could advance the organisation. This report aims to provide beneficial research with recommendations to move the organisation forward.





Economic – Pay and Benefits following Covid-19  

Over the last three years there has been a vast change in the world, this has had a profound impact on many organisations including AGC. On March 11th, 2020, the WHO declared the Covid-19 outbreak as a pandemic (WHO, 2022). Following this declaration, the impact to the labour market, the way organisations are run, and the way people live and work were immense (Freeman, 2020). For AGC, a construction company with 1000 employees, the implementation of social distancing and the government furlough scheme, were ways to navigate through the pandemic and this was the start of substantial change for the organisation.
In November 2022 the bank of England raised its interest rate to 3% putting added pressure on people trying to get on the property ladder and people who have mortgages (Howard, 2022). With the rising cost of living, changes to interest rates and an ever-increasing competitor market, how could this organisation continue to retain its best employees?  Indeed, highlights the importance of retaining good employees to ensure the business maintains productive teams, stronger workforces, continues improving morale and continues to decrease the outgoing costs (Herrity, 2022), which is something that is more prevalent now than ever. 
Following the pandemic and having reviewed statistics over the previous 6 months, AGC had lost 60 employees from the organisation. Some of the employees had been open in their feedback, confirming that they had left to pursue other opportunities outside of the construction industry, however 63% of the 60 employees who left AGC stated it was due to being offered better pay and benefits with competitors, and with the threat of the continuous rising interest rate, they moved to secure more money to deal with any potential future increases. A survey published by the Independent indicated that three in four workers are now looking for new employment due to the cost-of-living crisis (Hampson, 2022).
All employees have the right to earn a living wage and an employer has the obligation to pay a living wage (Werner and Lim, 2015). 13% of the current AGC workforce in apprenticeship and administration roles are in receipt of the living wage. £9.50 per hour is in line with the national living wage (GOV, 2021), but for employees, is being in line with living wage adequate due to the cost-of-living crisis and are AGC being an Ethical Employer by not supporting its employees during this time of hardship when employers such as John Lewis and HSBC are offering cost of living payments (Clark, 2022). Latest data shows that the CPI was 10.1% in September and when you take into consideration the cost of inflation for food and fuel costs, the average pay has actually fallen by 2.9% (BBC, 2022). 
Following Covid-19, a survey showed that 39% of employees were planning to quit within the next six months (Morgan, 2021), this was known as 'The Great Resignation'. For AGC the challenge now is to become part of ‘The Great Retention’ by listening to employee needs, accommodating different workstyles and addressing inequities to support in retaining their best employees (Mehta, 2022), during what has been the toughest time financially since the great recession in 2008 (CFI, 2022).
Whilst for numerous roles, pay at AGC is generally competitive for the construction industry, there is a huge discrepancy between weekly paid employees and monthly paid employees and the benefits they receive. Suff (2022) states that offering employee benefits is a beneficial way to attract and retain good employees. Since the pandemic, employees have more desire to ensure they are getting sick pay and private health care, as during the pandemic many employees who were testing positive for Covid -19 had to choose between abiding by the government rules or facing financial hardship as they were only entitled to SSP (Koshnitsky and Lynch, 2020), which was the case for many employees at AGC.
An article published on LinkedIn shows that being inconsistent is bad for business, AGC know that top talent is hard to come by, so there is a need to retain these employees otherwise workplace culture will suffer which at some point it will affect the bottom line (Kelly, 2021).  
The legal risk is also a major consideration with these inconsistencies, under the Equal pay act 1970. ACAS (2022) cite it is best practice to ensure that when considering pay and contractual terms, one pay structure should be implemented to reduce the risk of an unequal pay claim. Recently ASDA was under the spotlight for having inconsistent pay between Shop workers and Warehouse workers (BBC, 2021) and whilst this is a different scenario, the principle remains the same, employees should be treated equally (Galanaki, 2020).



























Technological – Need for Change  

The change and development of technology comes with anticipation and uncertainty in everyday living and working lives (Taylor and Perkins, 2021). AGC has a large workforce with varying age, and it is often hard to determine how to communicate, react and develop processes effectively to continue to deliver, not just for the  organisation but for employees. Cotton (2015) states that over 30% of people in employment in the UK are over the age of 50 and currently at AGC 58% of employees are over the age of 50, with 26% of these employees having worked at AGC for over 20 years, so are used to the way the business has historically been run without the use of technology.
An article published by Deloitte (2018) cites that digital technology can be a blessing and a curse within a workforce, the recent change in technology has had positive impacts for organisations including allowing people to work remotely, reducing the need to travel so improving potential environmental damage and allowing employees to work more freely. Hope (2018) cites that the normal 9-5 working day from the office environment is now the way the minority of people work, as more employees would opt to start earlier, have compressed working days or request hybrid working to ensure flexibility within the workplace.  Many organisations including AGC are facing the reverse trend of early labour market exit, to ensure there is no future labour shortages (Geilian, 2009) considering this, flexibility could be the answer.
There are 4 main types of communication; verbal, nonverbal, visual and written (Keiling, 2022). Previous preference for AGC would be to communicate with the workforce in person, over the phone and via email, but since Covid-19, AGC’s preference has been completing meetings and delivering communication via Teams, which in itself is an enormous technical change. Out of the 1000 employees that work at AGC only 73% of them have access to an AGC email so communication can never be 100% effective (AGC, 2022). Is the answer to give all employees a work email and would this be a big enough technological change to improve the way the  organisation communicates? Sometimes technological changes can be intimidating and alienate employees who are more comfortable with the traditional systems and processes and may have trouble adjusting to a new way of working (Wood, 2019), however are the traditional approaches still acceptable or could the organisation move with this technological change to support its employees with the need to adapt to technology.
Being a manual business with no HR or Payroll system, makes it harder for employees to get access to their data (AGC, 2022). If AGC were to consider investing into a HR and Payroll system, then employees would be able to log into a self-service portal to gain their own information. Having a self-service system would empower employees to be more in control of their personal data, and this would provide them with a “one stop shop” for all their HR needs (Heeley, 2022). 
For an organsiation that has operated this way for 50 years, a technological change could pose a challenge for some employees, considering all ages of workforce and the potential difficulties with technology that some employees may face, it is important to remember that employees who sit in the ageing workforce are incredibility resilient when it comes to change and these ‘Baby boomers’ have a lot of knowledge still to share (Hall, 2019).
If a self-service HR and Payroll system were to be implemented this would allow the HR and Payroll teams to be more effective with their roles. Working off unprotected excel spreadsheets for 1000 employees is not sustainable and inevitably will lead to errors as it is so hard to ensure that the data is accurate when there are numerous people working on live documents, putting the teams at risk of a potential compliance breech (Wells, 2018).  
On 25th May 2018 GDPR regulation come into force in the UK (GOV, 2018). GDPR is a regulation on gathering, using and storing personal data. The installation of a HR and Payroll system would ensure that AGC are adhering to the GDPR regulation, that there is a lower chance of sharing employee data incorrectly and would free up the teams to be able to complete more value adding strategic work, however how does AGC make the technological change and ensure employees are engaged, supported and communicated in order for this process to be a success (Cooper, 2021)?
Whilst there are many HR and Payroll Systems out there, finding the right one would depend upon what the business is looking for in return. According to research by Darragh (2022), the best HR and Payroll system is MHR Itrent, due to the level of service it can offer an organisation including a chatbot that can give instant answers to employees, ensuring they feel empowered to get their own answers in the  organisation rather than relying on others.
If AGC were to endorse this change and implement a HR and Payroll System with a self-service portal, could this investment in technology be enough to give this  organisation a competitive edge. Technology has the potential to turn tables (Agrawal, 2018) but AGC would need to ensure that it devotes the time, resource and commitment to making this a success or the investment could be lost.


















Social - Supporting employee Health and Wellbeing 

In the aftermath of Covid-19, there is an ever increasing desire for hybrid working, with many people saying that they feel happier and more productive when working from home (Horgarty, 2021-a). A recent study from the ONS (2022) cites that 84% of employees planned on continuing with the mix of working from home and attending the office, which became commonplace during the Covid-19 pandemic back in March 2020. Microsoft and Spotify are two of the largest companies that recognise the importance of the work you are doing and not where you are doing it from, citing that flexibility is key (O’loughlin, 2022). 

Previously, some companies had a very dim view on hybrid working and it was viewed with a degree of suspicion, with some employers believing that employees would ultimately do less work (Horgarty, 2021-b). However a report produced by Microsoft (2020) showed that 82% of leaders said their companies were equally as productive as before. However, hybrid working is not always a success story, with employees being left to their own devices, there is the concern of potential burnout due to employees working longer hours and a lack of team building putting strain on building and maintaining positive working relationships within an organisation (Horgarty, 2021-c). Mangers play a huge part in employee wellbeing and they should provide a safe space for employees to open up about any potential stresses, not become a source of stress (Moriano, et al., 2021).

Working in an industry such as construction, there are many roles that hybrid working would not be suitable for, but 24% of roles at AGC are classed as office based roles, making them eligible for hybrid working. AGC has continued with hybrid working for eligible employees, allowing them to continue working from home for 40% of their working week. However, AGC has noted that there has been an increase in flexible working requests being made, and there have been eight applications made in 2022, which is an increase of 0.4% on the previous year (AGC, 2022). Flexible working is often seen as a benefit when attracting and retaining good talent, promoting positive work life balance and increasing productivity (Half, 2022). However, with the rising increases in the current economic market and the cost of living crisis, some workers are fearful that they won’t be able to afford to heat their homes this winter (Willis, 2022). Will AGC see more people want to return to the office on a full time basis and how would AGC accommodate this after consolidating many offices during the pandemic (AGC, 2022).

Absence for AGC has been at an all-time high coming out of the pandemic, with 9% of the workforce being absent on the worst reported week in June 2022 and 4% being off work with long term absence issues. 3% of employees who are long term sick state that they are off work with mental health problems, the impact that Covid-19 and the cost of living crisis. Suff (2021) states that that mental health absences are the most common cause of long term sick in UK workplaces and a survey completed by the ONS shows that the amount of adults showing signs of depression has almost doubled since the start of the pandemic, (BBC, 2022).

Whilst the impacts of Covid-19 have eased, they have not completely gone away. An article produced by WHO (2022) stated “the end is in sight but like a marathon runner we mustn’t stop running until we get to the finish line.” For AGC, could they now reflect on what impacts Covid-19 has had on their employees and the business? The effect the cost of living crisis is having on employees potentially could have an impact for some time to come, with an expectation that inflation will not fall until the middle of next year (Newkey-Burden, 2022). So this poses another concern, is it fair for employees to wait for this change and what happens if things change again within the economy AGC need to take action.

As employers AGC’s responsibility is to foster a healthy work environment (Murray, 2020). Innocent drinks and Barclays are among the top companies improving the work place for their employees by having a fun at work environment, offering a range of free perks including free breakfast, yoga, and flexible working within Innocent drinks. Barclays also launched a ‘This is me’ campaign to challenge the stigma attached to mental health (Sharland, 2019).

Other employers are offering more practical support for employees who are suffering with mental health issues including an introduction to an EAP service, training line manages on mental health and having a buddy system for employees. Mental health could potentially be covered as a disability under Equality Act 2010 (ACAS, 2022), and given the current position with absence at AGC, this must become a focus. AGC HR strategy is ‘we build better people’ (AGC, 2022), so whilst AGC have given support with certain elements of mental health, including gaining access to an EAP provider, has AGC made enough of a positive change with mental health and what else could be done to support employees back into a work environment where they once again feel safe and happy completing their job. Should AGC be following in the footsteps of Innocent and Barclays or Is there something more innovative they could do within the construction industry?
























Conclusion 

Throughout this report there has been research completed into PESTLE Factors, allowing AGC to understand and assess external factors specific to their industry (Battista, 2022). This analysis could have an impact on AGC currently or could be a potential future risk if they chose not to act upon the information found during this research. 

At present, AGC are not treating weekly and monthly paid employees equally, which could potentially lead to unequal pay claims if it is not rectified. There does not seem to be justification as to why there is a discrepancy between these employees, only that they are on a different pay cycle and this ultimately could result in attrition issues as employees not feeling valued (Miller, 2018).

AGC is currently working on unprotected and outdated systems, requiring HR and Payroll teams to work harder on manual systems which is not cost or time effective, and with employees wanting more autonomy in the organisation this change could be a benefit. By implementing technological upgrades, it could increase the productivity of line leaders (Britto, 2022).

AGC is now at risk with absence particularly Mental health absence. Education and support for employees needs to become a primary focus to ensure this issue does not spiral and to support in reducing absence costs (DeBara, 2022).

In conclusion, AGC could benefit from making changes. Whilst several of the issues noted may seem as though they are not a priority right now, the literature suggests that it’s often difficult to understand when is the right time to make a change within an organisation as change can be a challenge but is often necessary for survival (Herrity, 2022 -a).





"Change will not come if we wait for some other person or some other time. We are the ones we've been waiting for. We are the change that we seek." — Barack Obama (Herrity, 2022-b).













Recommendations 

Following on from the research which has been completed, below are the recommendations.

Environmental

Due to the impact of the current cost of living crisis following on from the pandemic (Howard, 2022), the recommendation for AGC would be to align pay and benefits for all employees.

Aligning pay and benefits means the business would need to consider additional 4 days holidays and full sick pay entitlement for 260 weekly paid employees. This would also support with inclusion and diversity within AGC as 9% of the employees on £9.50 per hour are women (Galanki, 2020). To align these benefits for the 26% of the workforce it would potentially cost AGC £280,000 per year and would include a death in service benefit. The cost of this implementation would be for the HR administrator to update the employee records and then send a letter to the 260 employees, this should take no more than 3 days, as this would need to be done manually. The cost of this would equate to £228, meaning the total project cost would be £280,228.







Technological 

Since the law changed in 2018 and GDPR (GOV, 2022) was introduced, AGC has been running the risk of not being compliant with this regulation due to working on unprotected spreadsheets.

If AGC would consider the implementation of a HR and Payroll system, and went with Itrent as per the research, it would cost £400,000 to implement but would provide reporting, accuracy and efficiency (Simpson, 2008). Whilst this seems excessive, this figure would include the payroll manager and the HR managers salary for 3 months to support with the implementation of the system. Together this would be £25,000. The system will have a built Chatbot for Employees who need support with accessing their data, and provide positive experiences as employees spend more time in a digital world (Selamat, et al., 2021).














Social 

Given the current situation with absence at AGC, implementation of mental health first aiders and a wellbeing Co Ordinator are recommended. Promoting high levels of employee wellbeing will prove widely beneficial where employees feel better in their roles or are simply not covering for absent employees (Holgrem, et al., 2010).

St John ambulance (SJA, 2022) run a 2 day first aid course at the cost of £335 per person per day with a qualification that lasts for 3 years. If AGC would consider training 10% of its workforce it would cost £33,500. Whilst this appears an expensive cost, if the  organisation were to consider investing in the support it would potentially offset the absence cost, reduce the current absence and show employees how seriously AGC is taking this potentially difficult subject. Investing in employees through Mental Health training would be another way to improve attrition whilst supporting employees, and by investing in employee development there should be an increase to organisational performance (Dysvik, et al., 2021)

Implementing a wellbeing Co-Ordinator would cost between £22,000 and £25,000 annually and could be part of the mental health first aid cohort and lead on any monthly initiatives that could move the business forward whilst decreasing absence as a whole. This could be done on a 12 month FTC basis to see if it is successful.
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Process - Implement additional 4 days holidays and sick entitlement for weekly paid workers		


Aim - To implement consistent benefits for all employees across AGC workforce


Benefits - All Employees treated fairly, lowered risk of unfair claims.


Aim - To implement a HR and Payroll System


Process - Implementation of Itrent to support with protection of Employee Data.


Benefit - All Employees will be able to access their own personal data.


Aim - Implementation of Mental Helath First Aiders at AGC



Process - Link with an external provider ST John's Ambulance to train 10% of workforce.


Benefit - Support for Employee suffering with Mental Health issues, training for employees to health other employees. 
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