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Executive summary 

This report provides an analysis and critical evaluation of the PESTLE business tool and its usability and applicability to the food manufacturing and distribution company, Castell Howell. The report also makes reference to SWOT analysis as an additional tool, dovetailing to PESTLE, for the purpose of planning corporate and people management strategy. 

The six sections of PESTLE are examined with an in-depth analysis into what each section can refer to and in what context. The appropriateness including advantages and disadvantages of the tool are also explored and discussed. 

Three important areas from 3 sections of the PESTLE are then applied to Castell Howell and the impact of these external factors on the current business are illustrated, critically analysed and explored. These are namely: 

· Legal
· Political
· Economic

The qualitative data has been taken from the current year position.

The report concludes with a set of recommendations for future corporate and people management strategy.

Recommendations discussed include: 

1. The need to corporately update employment policies, procedures and the company handbook to reflect the new employment law surrounding length of service.
2. The need to corporately review wage policy and employee benefit schemes in preparation for the impact of the increase in National minimum wage.
3. The need to implement, develop and maintain a people management strategy to manage sexual harassment in the workplace
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Introduction


It is appreciative that organisations, including food manufacturing & distribution businesses like Castell Howell Ltd are comprised of business owners and staff working towards common goals. There is an input of resource then an output following productivity.  (North, 2007)  

Pure business activity and effort can further performance, effectiveness and efficiency but it’s important for all organisations including such as Castell Howell to consider the current and on-going external factors leaning in to its organisation that can ultimately affect and influence it. (J C. , 2015) Organisations can be susceptible to change. Mc Kee is cognisant that the use of tools to map change can be very useful and revealing. (McKee, 2021)

Analysis of the PESTLE Tool

On analysis, the PESTLE is such a tool that identifies and analyses the main drivers of change external to an organisation. (Perera, 2018) Understanding and then analysing each of the sections of the acronym and how they can impact Castell Howell and any organisation is imperative. (M, Accessed 2024)It can help to gain valuable insights into direction, movement and tendency thus allowing for optimum planning and business strategy preparation and formulation. (J, 2015)

In its initial simplistic examination, it is an anagram for:

Political
Economic
Social
Technological 
Legal
Environment

We can explore each of the areas in turn and concurrently. 

Political: This relates to the current political environment. It is pivotal to appreciate that politics can change expediently, especially during a change of government following elections. (McKinsey, 2010)This can, on occasion, cause significant changes and challenges for businesses. (G, 2021)For instance, when a new government comes into office, its manifesto or agenda may make it either troublesome or effortless for businesses to operate. Analysing how the political environment could impact the organisation, both positively and negatively is very important e.g., political instability can bring unrest, government decisions can be positive or negative for business, trade union agreements, war can bring unexpected change. For example, government regulations could truly affect a business with non-compliance, resulting in fines, notices, penalties or even business closure. (HSE, 2024) In addition, political policies that influence various aspects of health, labour, discrimination, safety, environment, data protection, working conditions, and compensation in the form of salary and wages must be adhered to. (CIPD, 2020)

Economic: The prevalent economic environment is a key factor to consider and analyse since it impacts business activity and growth in a given geographical area. Economic changes can have a deluge effect affecting the local, national, and global economic picture hence exposing businesses to conflict or risk. Analysing the impact of the economy on the organisation can enable an informed response of an appropriate proportion. On analyses, the economic environment can present opportunities or threats for example tax raises or decreases, interest rates, financial loan capacity for the business to expand, stock market status, exchange rates, working hours, labour availability and resource. (CIPD, 2020)

Social: This relates to the social and cultural factors that impact an organisation. For example, businesses seeking to launch new product lines or considering expansion of their business must consider and analyse the prevailing, topical societal and cultural environment. This should include the current cultural norms and views, demographic factors, lifestyle and choices, and local populations’ culture (the unthinkable stance, values, drivers and lifestyle preferences. Analyses of the social aspect considers the current and approaching imminent values, beliefs, attitudes and drivers of the organisation’s stakeholders which in an organisation like ours, mostly are our customers and clients. The lifestyle choices of stakeholders can impact on the probable market and spend, customer expectation. (CIPD, 2020)

Technological: These are factors relating to technological betterment and advancement. It is important to understand and analyse the fact that new technologies could be both a risk and an opportunity for businesses. For example, some technologies could facilitate business activities while others could burden them and even render some of the business activities of the organisation obsolete. For example, e-commerce technology in the form of on-line shopping platforms has changed how people shop considerably and when. The same has occurred with increased use of mobile banking and payment opportunities for invoices and bills. Other examples of technology that could need consideration are artificial intelligence, IoT (Internet of Things) and also marketing and logistical. Analysing the technical market can assist organisations in keep present and prevailing with technological advance. Technology can bring efficiencies and savings or alternatively significant costs so analysis is indispensable. (CIPD, 2020) For our organisation, Castell Howell, it’s also essential that we can communicate with our customers in the mediums they chose. 
Legal: Analysis includes current and impending laws and regulations that could impact business operations. For example, unique legislative policies could be enacted, affecting how business operates. This possibility makes it crucial for a business to understand and appreciate the laws and regulations it must adhere and comply with in areas of operations and activities to avoid legal challenges. Analysing the laws and regulations of our country is important to provide the data required in order to comply. Laws and regulation analysis can also influence how we manufacture and sell our products. (CIPD, 2020) As with other areas of PESTLE impacts, the legal environment can be advantageous to us or have a contrary negative impact. Laws that can invariably impact are health and safety, food safety, labour, employment and discrimination; possibly intellectual property. In, analysis at this point in the tool it is also advisable to consider possible ethical and unethical external forces. (M L. D., 2015)
Environment: On analysis, this section relates to the physical and natural environment within a business operates. Environmental issues have gained momentum as well as attention in recent years, with stakeholders and government being disturbed about the environmental impacts of business operations on land, sea and air. In this analysis, businesses must consider environmental risks and impacts such as their responsibilities for compliance and targets, risks from pollution, potential scarcity of resource going forward, customer expectation, recycling initiatives, transportation challenges and emissions. Without analysis it would be hard to formulate effective strategy. It is noticeable that in contracting and procurement exercises there is increased focus on what an organisation has in place to meet environmental expectation. (CIPD, 2020)

In its application, to conclude, PESTLE is an audit of the organisation’s business systems and subsystems against the tool to determine the varying factors and forces in the external environment. Such factors and forces that can affect its operation, success and on-going success. Interrelationships with external factors and forces are essential to the business activities of a system of inputs and outputs. (Perera, 2018)
The concept and tool were founded originally from Aquila in 1967 (Ltd, 2024)and at that point in time it was simply the ETPS of the acronym. It has developed further to capture more emerging external factors to evolve it to PESTLE, often being used in conjunction with a “SWOT” analysis, another useful management tool which examines the Strengths, Weaknesses, Opportunities and Threats to an organisation or system. (CIPD, SWOT Factsheet, 2020) A SWOT analysis can help organizations capitalize on strengths to address weaknesses while leveraging and providing conjuncture for opportunities. The SWOT analysis explores the internal strengths and weaknesses, as well as external factors (opportunities and threats) of an organization.



Applicability and appropriateness

In returning to PESTLE, its applicability to Castell Howell is that the tool allows for the analysis, browsing and scanning of a changing stakeholder platform around our business activity from external influences and ensures all interfaces are assessed and gaps closed. It can be very applicable as we have a wide product range and a diverse customer base. We also have varying stakeholders from employees, customers to suppliers, enforcement officers, accreditors. Using it does provide us with a competitive market playing field in a devolved governance as it enables us to stay ahead of forces and drive forward continual improvement. (J, 2015) In our scenario it dovetails to SWOT as it can be used alongside to evaluate current or future internal challenges/threats and of course business opportunities. (E, 2011) The PESTLE analysis examines the various political, economic, sociocultural, technological, legal, and environmental factors that could impact and influence our business or project endeavour. Unlike the SWOT Analysis, which focuses on both internal and external factors, the PESTLE analysis evaluates only the external environment in which the business operates. In this case, the PESTLE Analysis complements the SWOT Analysis, making both tools important for our business since their analysis findings can help inform decision-making and strategic planning. Used together the two tools can promote excellent strategy and vision which can sometimes be resisted due to the longevity of the work force, the family ownership and the embedded culture. (S, 2014)

To capture examples of factors potentially affecting organisations from each PESTLE section the list below provides examples of how the appropriateness can be considered: (G, 2021)This list is not exhaustive but enables the report to expand on areas that should be considered. 

P: Government policy. New labour government. Political stability. Taxes. Industry regulations, particularly employment rights, sexual harassment. Trade Union agreements. Corruption. Global trade agreements and or restrictions. War.

E: Exchange rates. New living wage. Globalisation. Economic growth/decline. Inflation. Interest rates. Mortgage rates. Cost of living. Labour costs. Consumer spending habits

S: Consumer trends/tastes. Fashions. Consumer buying habits. Lifestyle factors. Career attitudes. Work-life balances post lockdown. Population demographics including religion. Health consciousness. Education and career attitudes. 

T: Automation. Innovation. Disruptive technologies. Social networking. Upgrade. Robotics. Artificial Intelligence. Security. Trends. Innovation level.

L: Employment Law. Common Law. Local labour law. Health & Safety regulations, Food Safety Regulations. Discrimination Laws. Antibribery. Consumer protection. Wellbeing of Future Generations (Wales) Act.

E: Environmental restrictions imposed by in-country governments. Sustainable resources. Corporate social responsibility. Ethical sourcing. Transportation
Procurement. Supply chain management. Future pandemics. Water and climate change.


We can now analyse the Advantages and Disadvantages of the PESTLE tool:

Advantages of pestle analysis: 
Pestle analysis is beneficial for business organizing, tactical planning, promotion, 
and product expansion preparation at the organizational level. Price usefulness, a 
greater knowledge of business, vigilance to risks and the technique to develop 
chances are a few key advantages of pestle analysis. Pestle analysis allows 
corporations to find the most effective factors which can drastically have an impact 
on the product release in a certain marketplace. Pestle analysis substitute a 
profounder understanding of tactical planning through growing tactical thinking. 
Pestle analysis is the evaluation of the outside environment. It involves the 
assessment of exterior risks and chances. Time and hard work is the only expense 
that have to be earned for doing the pestle analysis for environmental scanning. 
There are specific additional systems that can be helpful to manage contributions 
and comments
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Advantages:
· It’s an uncomplicated acronym entailing a structured frame of reference
· It expedites an understanding of the wider organisational context. 
· It inspires the advancement of external and strategic thinking. 
· It can assist and promote an organisation to anticipate and foresee future business threats and take action to avoid or minimise their impact.
· It can assist an organisation to identify business opportunities and manoeuvre them fully.

The tool is very beneficial for business organising, tactics, promotions, product and business expansion. It provides an enhanced knowledge, foresight and insight to the business, paying attention with vigour to risks and creates business openings. 
Applied correctly it allows organisations such as ours to find the most effective factors which can influence a certain marketplace. It is also a cost-effective tool to use as it only requires time and effort to complete it for analysis. (CIPD, PESTLE analysis, 2020)

Disadvantages:
· Business owners may oversimplify the analysis and miss an impact or place the wrong focus on one area. 
· The risk of capturing too much information may lead to disengagement.
· The data used may be based on information that later proves to be gratuitous and groundless.
· On occasions the pace of change within all or some of the PESTLE sections makes it increasingly challenging to forecast and foresee developments that may impact an organisation in the future.
· To be valid and effective, the process needs to be repeated on a routine basis.

The tool can cause a disadvantage in that despite effort and input, technology and society can go faster than an organisation can analyse them. It is hard to predict and foresee everything than can influence an organisation. The tool can need a certain amount of information wholly and purely dependent on the outer environment whereby facts may not always be known or discoverable. There is also the need to consider internal factors as well so using another tool alongside needs to be factored in when applying resources.  (CIPD, PESTLE analysis, 2020)


Castell Howell


In formulating this report I have chosen to illustrate its applicability to Castell Howell by choosing 3 sections of PESTLE that hold specific importance that will conclusively impact on Castell Howell. The 3 of choice are: 

1. Political: Removal of the two-year worker’s employment protection eligibility
2. Economical: Living Wage
3. Legal: Sexual Harassment 



I have also made recommendations for their impact to be minimal and likely costs. 

1. Political: Length of service Autumn 2024 (Corporate)
As part of the “New Deal for Working People” proposal by the Labour Government who came into office this year, the 2 years length of service employment protection eligibility rights is something Labour wants to cut from any employment cases. It affords more rights to our employees from the start of their employment journey which can encourage fairness, equality, longevity and commitment. However, it can place a burden on us as employers in both time and expenses and prevent further recruitment and expansion.  (GOV.UK, 2024)

To summarise application impact and any prescriptive recommendations: 

Organisational and cultural change: The MD will need to be briefed on the implementation and managers trained on the impact that it will have including example scenarios. The HR team will need to be briefed and tasked with changing any documentation including the employee handbook and raising awareness of the change to its publication. (S, 2014) (Kotter, 2024)
Policies and procedures: The HR Manager will need to review all policies and procedures that may need amending, strengthening or changing so they are robust and current. (J B. P., 2015)
Training and development: All staff who have direct reports will need to be trained on the new laws so they are confident in their understanding in any dealings. Some of this will have to include stressing the importance of contracts being issued and probationary periods stuck to religiously for identification of any employee issues. (M L. D., 2015)
Reporting channels and investigating: This will form part of the training in that line managers will need an awareness of the importance of swift reporting to HR of any challenges, concerns and acts that may need immediate investigation. There may be a need to meet with the employee union representatives. (ACAS, 2024)
People management capability: It is essential for people managers to have the skills and tools available to them to manage their teams effectively. Again, this will link with training and awareness.
Checking and reviewing: A means of monitoring any increase in employment cases will need to be implemented as would positive improvement seen in engagement and retention. (Deming, 2024)


Costs to implement would be circa £5,000



2. Economical: Minimum Wage increase 2025 (Corporate) 

With regards to the minimum wage Castell Howell currently pay £1 over the living wage and are content with this ethically but some of this is also the acknowledgement we do have to additionally compete with other businesses, some particularly close to us as we are positioned on Cross Hands Food Park. (GOV.UK, National Minimum Wage, 2024) External impacts of the increases would relate first and foremost to the butchery section. It is challenging to source and retain trained butchers in the area. It is a competitive labour area for our product lines and we need wages to be competitive. With the NI increase and Tax threshold change looking to cost the business over £250,000 per year with, according to our current payroll data, 820 employees, any additional increases to wage would impact on profit. We would not be in a position to offset this by reducing individual’s hours as we need the majority of employees to work full time as far as reasonably possible due to business demand and growth. Our data illustrating 70% full time to date,

The main recommendation would be to look to consider retention of a competitive wage plus an enhanced pension scheme and additional staff incentives that may not directly influence bottom line profitability. We should be a large enough business to shoulder any wage rises.

To summarise application impact and any prescriptive recommendations: 


Organisational and cultural change: The management accountant would need to review the impact of any wage increase for management accounts. Software that manages payroll and compensation would have to be adjusted. Wage reviews can often cause unrest so the change would have to be managed appropriately. (Kotter, 2024)
Policies and procedures: Recruitment advertisements and contracts would have to be amended and updated to be reflective.
Training and development: Those involved with payroll and recruitment will need to be briefed on the changes and supervised to ensure they are implemented
Reporting channels and investigating: It may be advisable to issue a Q&A to employees and provide a medium to ask questions through. Any compensatory grievances should be investigated as soon as they arise within timeframes dictated in policy. (ACAS, 2024)
People management capability: Line managers would need to be briefed on the ongoing differences between national minimum wage and the living wage and the stance Castell Howell will be taking to ensure staff retention.
Checking and reviewing: A system would need to be in place to monitor the impact for end of year reporting. (Deming, 2024)


Costs would be circa £5,000




3. Legal: Sexual Harassment October 2024 (People Management) 

In examining Sexual Harassment employment changes – the concluding major recommendation will be to formulate a strategy on managing sexual harassment in the workplace. (J, 2015) (G, 2021)

To summarise application impact and any prescriptive recommendations: 

· Organisational and cultural change: The MD and senior managers have a pivotal impact on the working culture and are integral in setting the tone for expectations around behaviour and workplace civility. Those in positions of responsibility and management need to embed and ingrain the values and behaviour that underpin dignity, respect and inclusion. (Kotter, 2024)
· Policies and procedures: A formal policy on sexual harassment won’t change behaviour and culture independently but it’s still imperative to have written policies and guidance as part of business governance and assurance. Policy should define and outline sexual harassment, giving examples of what constitutes the behaviour. Promoting the organisation’s commitment and practices to prevent and educate the workforce about sexual harassment can only be beneficial to relieve any impact of upset. investigations, claims. Noting its sensitive and potentially complicated nature, organisations may choose to consider dealing with sexual harassment under a separate procedure in its own right as opposed to under the umbrella of general harassment. 
· Training and development: Training will need to be initiated and become business as usual for existing staff refreshment and new staff enrolment.
· Reporting channels and investigating: There will need to be visible reporting mediums for any complaints and the organisation needs to respond to these appropriately. Any allegations and findings of discriminatory behaviour or harassment among staff will need to be investigated thoroughly. (ACAS, 2024)
· People management capability: Managers play a crucial role in identifying, challenging and investigating and progressing unfair acts including sexual harassment. The skills and tools to manage are essential to have in place.
· Checking and reviewing: Monitoring the diversity of the whole workforce including for recruitment and promotion, will help to pinpoint if there is any potential or real discrimination or harassment on grounds of gender. Staff employment surveys will assist Castell Howell to collate feedback in areas like gender equality and forms of harassment. (Deming, 2024)


Costs to implement, mainly due to the training requirement would be circa £10,000



Conclusion

Application of the PESTLE model can provide the foundations for strategy formation within any organisation including ours as has been illustrated. It is essential to adapt with change and to continually improve performance. Use of the tool ensures that threats and opportunities from the environment can then be managed with solutions that will be effective. It is important to be cognisant that the tool has both advantages and disadvantages including limitations and ideally should not be used in isolation.
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