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Executive Summary 
The purpose of this report is to identify a PESTLE Analysis as a business tool and critically review its effectiveness to inform business decisions, based on external factors. The main body of this report will explore three pertinent PESTLE factors (political, economic, and technological) that will have the biggest impact on Companies House as a business through its corporate and HR strategic direction. This will be based on research and internal data. All three PESTLE factors will critically analyse trends and research within each respective area and conclude with three recommendations in order of priority to inform the future corporate and HR strategic direction at Companies House. 
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1. Introduction  
A PESTLE Analysis is defined to review external characteristics on a business. The characteristics can be grouped into ‘political, economic, social, technological, legal, and environmental’ which would all have an adverse effect on the future development of a business (Law, 2016).

The tool, from a HR view, can review topics such as ‘anti-discrimination laws, how these may impact on job applications or the shortlisting/assessment processes’. Or, due to a number of societal changes in recent years i.e. COVID-19, help to forecast planning for ‘closures, lockdowns, social distancing and changes in legislation’ (HRNews, 2021). 

Advantages of using a PESTLE Analysis help refocus an organisation to consider its challenges, facilitating tangible goals (Ramsay, 2015). These include business leaders identifying future risks and strategically plan, allowing the business to create opportunities (CIPD, 2021) providing a competitive edge. It is a credible tool in the business world which has been tried and tested for many years (Taylor, et al., 2021).

Disadvantages of a PESTLE is that it is too simple. This happens when limited research or data is fed into its analysis. Or, on the contrary, too much research and data is used, leading to ‘paralysis by analysis’ (LaConte Consulting, 2018) meaning a hesitancy to make future business decisions. A number of bias’s can also be created, based on assumptions and/or presumptions made due to minimal research or data. And, with the likes of COVID and the current political outset in the UK, the tool would need to be repeated to keep up with regular, external, and unprecedented changes.

Therefore, a PESTLE should be used in conjunction with a range of other tools to form a more grounded opinion of the direction, re-focus, and priorities of a business. These include ‘strategic business planning, workforce planning, market planning, product development and/or organisational change’ (Pathak, 2020).





















2. PESTLE Factors at Companies House
Based on organisational data (Companies House, 2022a) and external sources, it was decided to discuss and review the Political, Economic and Technological factors affecting Companies House. This is because Turnover, Recruitment & Retention and Pay all appear to be concerns affecting the People Profession at Companies House. 

2.1.  Political 
Political actions have had a huge impact on the UK’s economy in 2022 due to Liz Truss’ ‘controversial budget’, where £45 billion pounds of unfunded tax cuts (Ramos & Damyanova, 2022) sent interest rates scoring to levels not seen since 1989, impacting and adding to the cost of living crisis (Peachey, 2022). 

Actions leading to Liz Truss’ resignation after 45 days in office meant that there was considerable ‘political chaos’ impacting on the UK’s economy and cost of living crisis (Jolly & Partington, 2022). This meaning that Rishi Sunak, Liz Truss’ successor is the third UK Prime Minister in 2022 and the fifth, in the last six years, making it the ‘fastest turnover of leaders in No 10 for nearly a century’ (Gregory, 2022). 

Therefore, the inconsistency being driven by the UK Government, is continuing to have a huge impact on the UK economy where calls are set out for Rishi Sunak’s administration to deal with the ‘soaring energy bills, labour shortages, spiralling inflation, and interest rates’ (Thomas, 2022). 

What does this mean for Companies House? Companies House’ main purpose is to ‘incorporate and dissolve limited companies’ by providing company information on a register which is available for the public, which in return drives confidence in the UK economy (GOV.UK, 2022). 

In May 2022, Boris Johnston, the then Prime Minister for the UK announced to Civil Servants to ‘justify plans to cut 91,000 jobs’ to help the government limit spending (termed CS25). The message across government was that ministers were told to ‘come up with plans’ to shrink their headcounts by at least 20%. The PCS (Public and Commercial Services Union) already raised that there was a backlog (Walker, 2022) of a number of key government services due to ‘chronic understaffing and a recruitment crisis’ (Allegretti & Thomas, 2022).

After a further two Prime Ministers, plans to reverse the 91,000 job cuts where polices produced by Jacob Rees-Mogg under Boris Johnston’s administration were negatively received by Civil Servants and the wider public, branded as ‘counterproductive’. Liz Truss’s view was to ‘water down the proposals’ whereas Rishi Sunak has allegedly wanted to ‘abolish the target completely’ (Mason, et al., 2022) meaning that each Conservative Prime Minister, comes with a different, conflicting view. 

This has impacted on the workforce creating a high turnover of 13.2% in 2022 compared to 10% in 2021, 5.9% in 2020 and 7.3% in 2019 pre-pandemic (Companies House, 2022b) based on the uncertainty with CS25. There are other reasons such as the cost-of-living crisis and people searching for higher pay due to the volatile labour market (ONS, 2022) offering a number of opportunities at higher pay and with higher flexibility. It is interesting to note that churn has been a big problem for the Civil Service for several years, where an apparent culture of internal job moves and a long-standing pay freeze, valuing those that move across departments compared to those ‘that develop expertise and see through projects’, costing the Civil Service £73 million, per year (Owen, 2019).

Further Political Factors affecting employee churn, is the mandate for Civil Servants to return back to the office. It was announced back in April 2022, where Jacob Rees-Mogg, minister for Government Efficiency communicated instruction for a ‘rapid return’ to the office (Ambrose, 2022). The Department for Education reported conditions as ‘chaotic’ as political pressure meant that if staff were to spend 80% of their time back in the office, if there are twice as many staff than desks, the figures do not work. League Tables created by Mr Rees-Mogg had created the pressurised hysteria that goes against flexible working principles that the Civil Service has had a long standing, market leading reputation (Adams, 2022). 

The impact this political mandate has had on employee’s flexibility and commitment to Companies House, therefore could be seen as a risk and continue to drive turnover. It’s interesting to note from an EY UK workers survey that when asked what kind of flexibility employees would want, almost ‘39% said they would like more choice in when they work’ and ‘43% wanted choice in where they worked’. Turnover will always be a concern if businesses don’t listen to the labour market as people realise ‘work-life balance matters’ (Brown, 2021). 

When observing the labour market and taking note of trends, it is interesting to see that Elon Musk’s recent takeover of Twitter has seen a removal of one of its market leading employee flexibility benefits… its home working policies (Howlett, 2022) which follow suit to the exact same message at Tesla, where it ‘tracks how many times its workers swipe into offices’ which can be described as ‘controlling and disrespectable’ (Corfield, 2022). But perhaps there could be a risk to many businesses and the wider economy on businesses that depend upon office workers that would typically spend money with them before, during and after work, that would typically not do so, working from home. Trends can be noted that relationships with spending have changed after the pandemic. Food for example, where people are more likely to spend on groceries than eating out. Housing prices went up significantly in and after the pandemic as people spend more time at home. There is less demand for new clothes, less demand for cars, although there is demand for travel (Deloitte, 2022) so it can be seen that consumer spending has be re-prioritised and re-focussed, so perhaps very influential business and political leaders such as Elon Musk, see the strategic view of the world and the impact of home working on other businesses and employees in businesses that depend on office workers.

2.2.  Economic 
The economy globally has been affected vastly, where a number of characteristics such as disruption to the world’s supply chain logistics, the prospect of reduced government spending, volatile labour markets, the war between Russia and Ukraine, all on the back of a global pandemic means a recession is highly likely. The UK outlook in 2023 is predicted for GDP to reduce to -0.2%, inflation to rise by 5.6% (on top of an 8.9% rise in 2022) and unemployment rate is to rise by 4.3%  (KPMG, 2022). 

Jeremy Hunt’s autumn statement sets out to address these challenges to stabilise the cost-of-living crisis and look to create growth in the UK economy. The autumn statement can be grouped into twelve key themes from growth, borrowing, personal taxes, business taxes, public spending, foreign aid and climate, education, health and social care, economic growth, infrastructure, innovation to cost of living support (Partington & Allegretti, 2022).
For the UK economy to address these challenging times, there are a number of solutions to pull the UK out of a recession. These could be anything from taking full advantage of the digital revolution, investing in sustainable growth, addressing productivity and performance in business, dropping the unproductivity economic rate, investing in healthcare, to addressing the skills gaps through higher education and produce a highly skilled workforce to drive the economy. Furthermore, more efficient trade agreements, relocating significant supply chain activity through reshoring and continuing to meet net zero targets to ensure sustainability and the climate crisis are a top priority (PWC, 2022).

Key themes that the people profession and Companies House need to be aware of as a result of the Autumn Statement and its impact on the Economy can be summed up as follows. There still appears to be confidence in employment with employers expecting to continue to recruit consistently compared to pre-pandemic figures, indicating ‘strong employment intentions’. Hiring difficulties remain to be a challenge, which has seen employers move to upskilling current employees and raising pay, although this is not always the case with hard to fill vacancies. Redundancy appears to be low risk due to the prevailing recruitment buzz with the current labour market, however figures do show an increase. The private sector pay continues to rise, with a current average of 5%, meaning that public sector and third-party sectors are finding it hard to compete to retain and secure talent (CIPD, 2022b). The People Profession can learn from any previous recessions such as the financial crisis of 2008 to take early action (Bank of England, 2018). This could include taking a freeze on jobs to create flexibility and refocus the business by giving some room to manoeuvre people across the business, known as the Great Reshuffle (Jackson, 2022). This will allow businesses to ‘weather the storm’ and learn from previous recessions which previously cost ‘UK employers, £28.6 billion’ (Woods, 2012). Redundancies should always be a last resort, and by taking a recruitment freeze, this gives businesses an opportunity to reskill, refocus and redeploy the workforce to areas of the business that are in high need.

National Minimum Wage is to increase by ‘9.7% to £10.42’ from April 2023, meaning that around two million UK workers will benefit from this change, equating to an annual pay rise of £1600 for full time equivalent employees. This meaning that for small businesses that rely on minimum wage workers to run their businesses, the increase in pay could affect profits in an already challenging economy (Webber, 2022). Whilst this won’t impact Companies House on the same scale, those that are on a Band B Salary and on the starting salary for that Band (£19,852) which is equivalent to £10.32 per hour, will see their wages rise to £10.42 as a minimum (Companies House, 2022c). This will be in addition to a delayed pay award for all Companies House employees, which is expected to be an extra 2%. What this could mean is that small businesses are not able to fund the pay increases and therefore file for insolvency, having an impact on administration for Companies House and an impact on the Economy. 

The chancellor announced that the Department for Work and Pensions has a key role in supporting those that have left the workforce, with an opportunity to return through extra funding, and helping to address benefit fraud across the UK. Extra funding will also support those over fifty where the government can help work with businesses to remove the barriers for people in that age bracket from returning to work. This can be done by changing the view of this demographic, by creating extra flexibility for employees that have caring responsibilities, age bias and using lifelong learning to plug any skills gaps and address the apprenticeship levy (Mayne, 2022). Furthermore, a significant refocus on the prevalent barriers with vocational education and training has created a high level of technical skills shortages across the UK Workforce (Willmott, 2022). This could be an opportunity for Companies House to tap into this pool of workers, where as a business they would need to invest and ‘grow your own’, rather than ‘buy-in’ experience and skills. This is also where the people profession could add value through workforce planning to address future skills gaps and use lifelong learning and apprenticeships through higher education to address current turnover and skills gaps (Davies, 2021).

2.3.  Technological 
COVID 19 has brought technology visibly to the forefront of how many businesses work in 2022. Whilst it comes with its benefits of flexibility, productivity and/or remote working it also has its disadvantages of blurring the work-life boundaries, wellbeing, and engagement of employees (CIPD, 2020). With further technologies such as automation, artificial intelligence, data storage and security (cyber-crime) and HR software being an enabler for people analytics, the changes technology bring need to be managed affectively to ensure skills gaps are closed and that the workforce for the future are equipped and ready. 
Hybrid Working 
The expectation brought by the pandemic means that employees are driving employers for more flexibility and those employers that do not offer flexibility, run the risk of high turnover compared to employers that do (CIPD, 2022c). In an employee led labour market (O'Connor, 2021) whilst employers rush to adopt hybrid working practices, there are a number of challenges that employers must face. These include risks such as data protection by family or friends of a shared household, not being able to seek support and run the risk of isolation, to moving away from traditional office practices like the ‘9-5’ to giving employees the autonomy to work as and when it suits them, to adopt a better work-life balance and, continue to create and develop work relationships (Hogan, 2022). This could see an increase in flexible working requests if employers are unable to support flexible working such as Hybrid/Home Working (ACAS, 2021), which could ultimately lead to turnover if not supported. 
Digitalisation 
The world is changing at a considerable rate and one of the drivers behind this is digitalisation which is one of the biggest trends to hit business (World Economic Forum, 2018). ‘Big Data’ is defined an important disruptor to technology as it is more accessible through technology (Agarwal & Dhar, 2014). Many organisations are understanding that data is an organisations most valuable asset and due to the rate that technology has become much more accessible, due to its cheaper cost and ability to holds vast amounts of data (Onberger & Cukier, 2013). Even though this concept has been around for a while, businesses are realising the real value that real time people analytics can provide, and subsequent business decisions and activity as a result (Pappas, et al., 2018). Thus, intertwined with people activities such as workforce planning and strategic people plans, this activity will give businesses a competitive edge over its rivals to meet future adversities effortlessly, where the future trend of HR professionals is to evolve into ‘People Analysts’ (Forbes, 2020). 
Automation
Manual work such as searching through employee records, answering transactional HR queries, takes up a considerable amount of HR’s time. HR experts traditionally spend ‘about 40% of their time on routine tasks’ mainly data input onto a number of various systems (Mishra, et al., 2021). With further advances in technology, it is predicted that ‘half the world’s work can be automated’ and this can have little impact on like for like efficiency, therefore eliminating the need for human input and evolving the future ways of working (Mann, 2020). A failure to keep up with this trend could lead to HR administration roles being made redundant if technology surpasses humans (Baska, 2019).

Artificial Intelligence 
HR plays an important part in helping business leaders direct the future of a business through effective decisions, where HR is the enabler, and the use of technology is key. Advantages of AI is productivity, where mundane, repetitive, and transactional tasks are replaced by technology, often quicker and eliminate human error, giving HR professionals more time to work on people focussed activities (Hogg, 2019). AI also comes with it disadvantages where Amazon made the headlines for its AI recruiting tool showing bias towards women due to certain words used in CV’s that the technology perceived as disadvantageous compared to male CV’s, based on previous hiring data (Canadian HR Reporter, 2018). 
Data Storage/Security
The link between HR and data storage/security has become significant because of the vast amount of personal data held on HR systems. Anything from ‘performance, salary, medical data, emergency contact details and right to work documentation’. Whilst this data sits on IT platforms, HR takes as much as an active part to safeguard employee data as IT. Modern day, HR data security threats include employees using their own devices for work which brings opportunity for exposure. Data loss/breaches can be costly and run the risk of legal activity, and the biggest risk being human error, where employees lack understanding and awareness with the implications of data loss/security (Wolny, 2019).  Using Mobile applications such as WhatsApp is a cause of concern where its lack of security, lack of privacy information to users and breaching privacy regulations led to the company being fined £193 million which was the largest fine by the ‘Irish Data Protection Commission and the second highest under EU GDPR’ legislation (BBC, 2021), although being regarded a popular personal commination tool. HR has a key role in giving employees the right understanding, skills and knowledge of data protection, the risks and legal implications and to be aware of ‘malicious emails, handling company information, reporting breaches, updating passwords and software’ and being aware of unusual activity that could lead to a breach, hack or attack on the businesses IT systems (Urquhart, 2022). This is not just a local issue but a global issue, with global security attacks ‘increasing by 28%’ in 2022 versus 2021, with the education/research sector being the top attacked sector, followed by government/military and healthcare’ (Check Point, 2022). 
HR Software
The world that we live in is very uncertain, so businesses are needing to determine and refocus their priorities – this is where HR software can make a huge impact. From June-August 2021, the pandemic continued to influence business priorities with optimising remote and hybrid working, paired with organisational culture – these have drifted. Where in June-August 2022, Recruitment and talent acquisition appear to be the front runners currently and predicted for 2023. Organisations confirmed that over the next three years more than a third were to invest in HR software in the next 12 months, where drivers included everything from minimising costs, creating efficient processes and a catalyst for business growth (CIPD, 2022a). This is because people analytics, performance management and employee sense checks, effectively allow HR systems to present data that can be easily accessed and monitored to support evidence-based practice. 








3. Conclusion 
There are many external factors affecting business in 2022 and it is clear that this will continue for a number of years to come, based on the PESTLE factors critically analysed in this report.  The people profession has a significant role to play in effectively partnering with the business to use people analytics to identify trends and look to intervene with people initiatives and utilising technology, in the form of recommendations for Companies House, below, in order of priority. 
3.1. Economical Recommendation – Employee Value Proposition, promoting Employee Flexibility 
It is clear the UK’s economy is in dire straits and looks like it is going to continue to get worst with a looming recession towards the end of 2022 onwards. This meaning that whilst recruitment typically settles down and the trend seen for business is to put recruitment controls in place to avoid redundancies, recruitment continues to be a huge priority for Companies House due to an above average turnover and vacancies. Due to tight talent pools currently available it is recommended that Companies House focusses on upskilling its current workforce and refocussing its Employee Value Proposition to sell the benefits of working for Companies House and the Civil Service (Gartner, 2021). The refocus can be supported by the trend in millennials seeking more flexible work versus higher paid, demanding positions (Forbes, 2021). Promoting employee flexibility within the proposition can help to compete with pay being led by the private sector (running 5% above other sectors), so that it retains its current employees, with potential to attract candidates from the external labour market that want more autonomy in where, when and how they work (De Smet at al. 2022). Costs would need to be factored in for both Recruitment and L&D to support on transformational activity, estimated at £70,000. This would include resource to market, brand and promote the EVP and develop and produce upskilling programmes.
3.2.  Political Recommendation – Workforce Planning 
By identifying the disruptive changes being driven from central government and the political impact this has on business, Workforce Planning and People Plans will help to factor this into future forecasting challenges, risks, and impacts to Companies House (CIPD, 2022d). This has recently had an impact on turnover due to pay (driven by the cost-of-living crisis and political turmoil), job security (job efficiency programmes) and reduced flexibility (driven by Hybrid Working and Political Mandate to return to the office). Whilst the cost of Workforce Planning can be absorbed by the current resource in the business, the time it takes outside of Business-as-Usual Activity, it could be seen that the cost of key stakeholders, cost of collaboration with the people profession to provide expertise and to provide external expertise if external capability was required. This is estimated to cost £65,000 per area.  
3.3. Technological Recommendation – Investing in Artificial Intelligence and Automation 
Technology is advancing at a rate quicker than has ever been seen before. It should be used as an enabler to improve productivity and in a profession where traditional personnel activities can be slow, cumbersome and a necessity, with the current focus of activity being Recruitment for HR (CIPD, 2022e). Artificial Intelligence (and automation as part of it) can help Companies House move away from more traditional practices to enable self-serve and build manager capability with HR skill to be able to complete routine HR tasks with ease and with minimal HR input (Forbes, 2022). This time can then be spent on people initiatives and transformational activities supporting strategic workforce planning and using people analytics. 
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