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[bookmark: _Toc25000345]Executive Summary
This aim of this report is to critically examine the ‘PESTLE’ tool as a way of analysing external factors affecting the business environment to shape and develop organisational and HR strategies.
Three of these factors, Social (the ageing workforce), Political (Brexit), and Technological changes, were taken into consideration and analysed to ascertain the impact on NPTCBC’s strategic and HR planning.
Over the next ten years these will be major factors that will determine how organisations operate, with business and HR professionals leading the way in being able to adapt to these changes.  
Recommendations have been made in order of importance within the three factor headings.








1.0 [bookmark: _Toc25000346]Introduction
A ‘PESTLE’ analysis can be used to evaluate the key external factors (Political, Economic, Sociological, Technological, Legal and Environmental) influencing and impacting organisations from the outside.  The analysis is flexible; therefore, can be utilised in differing scenarios with results being used to guide strategic decision-making, determining the expectations of stakeholders as well as the organisation’s culture, vision and values. (CIPD, 2018).

The advantages of using a PESTLE analysis are:
· It is simple and easy to understand and use
· Helps to better understand the business environment
· Encourages the development of strategic thinking
· Helps to reduce the effect of forthcoming business threats
· Helps organisations to anticipate forthcoming difficulties therefore take action to avoid or minimise their effect
· Enables projects to identify new opportunities and exploit them effectively
(Rastogi and Trivedi, 2016)

The disadvantages of using a PESTLE analysis are:
· Can allow users to over-simplify the data being used
· Possible to miss important data
· Needs updating regularly to maintain effectiveness
· Most effective when used by different perspectives and departments
· Requires users to have access to data sources that could be time consuming and expensive
· A lot of the data used by the tool is on an assumptive basis
· The drastically changing business environment makes it difficult for projects to anticipate developments
· Too much information could be collected forgetting the objective of the tool which is to identify potential threats so that appropriate action can be taken.
. 	(Rastogi and Trivedi, 2016)

A PESTLE analysis should be used on a regular basis to maximise its benefits of being able to identify trends that may become external risks beyond the organisation’s control or may go undetected.  The impact of certain external factors may have serious consequences to particular departments within the organisation, therefore PESTLE techniques can help clarify why and what is needed to identify potential options to mitigate external risks.  The objective of using PESTLE is to ensure nothing important is overlooked and should be used in conjunction with other tools, for example, SWOT analysis (Rastogi and Trivedi, 2016).
A SWOT analysis focuses on the strengths, weaknesses, opportunities and threats organisations face.  This analysis enables organisations to form a basis to make decisions and problem-solve, however ‘care must be taken that the process does not lead to an over-simplified and misleading analysis’ (Mullins, 2005).  
Strengths and Weaknesses are inward-looking and concerned with the organisation’s resources.  Opportunities and threats are outward-looking and involve the analysis of external factors.  The organisation should ensure its Strengths (or core competencies) are appropriate ones to exploit Opportunities or to counter Threats (Kew and Stredwick, 2005).
[bookmark: _Toc14715546]Another analysis tool is Michael Porter’s Five Forces of competitive rivalry.  Each of the forces is determined by a number of factors.  When the five forces are completely analysed, this determines how attractive the industry is to firms within it, and those who might wish to enter it (Kew and Stredwick, 2005).  The analysis looks at competitive rivalry, supplier power, buyer power, threat of substitution and threat of new entry. 
Porters Five Forces model, however, was developed in a different environment to today’s, and consideration should be given to today’s pace of change being faster,  market structures were previously seen as relatively static, it only gives a ‘snapshot ‘of the environment, the industry can be difficult to define, non-market forces are not considered, it is more suitable for analysing simple market structures and is based on the concept of competition.
NPTCBC has to respond flexibly to external factors in order to remain sustainable.  This report considers some of the implications of a PESTLE analysis.

[bookmark: _Toc25000347]2.0. Social
The ageing population has led to an ageing workforce, and removal of the default retirement age means more opportunities being provided for people 65+ to participate in the labour market.  There are currently more 65+’s in employment, and many workers expect to retire later than they did five years ago (Department for Business, Energy & Industrial Strategy, 2018).
The ageing workforce, however, could bring significant challenges for organisations, and with one third of workers already 50+, the future labour market is anticipated to become tighter.  By 2030, the number of people in the UK 65+ will increase by 50%, with the number of people in work aged between 16-49 in 2022 will be approximately 700,000 less than today (acas, 2017).
Cameron, 2018, argues that over 50’s do not want to remain in the workplace, despite potentially leaving them short of money if they live into their eighties and nineties.  This is due to:
· Expectations, attitudes to retirement and how they want to spend their later years have changed
· They do not wish to be ‘invisible’ or labelled or treated as ‘older’
· They are not getting what they want out of work
· They are unhappy at work and believe the workplace culture is negative towards them
NPTCBC have incorporated fit for purpose flexible working schemes to encourage and enable older workers remain in employment.  This allows the organisation to retain skills, knowledge and experience whilst employees have flexibility around their working lives, reducing hours or taking lower graded posts, as well as accessing their pension and maintaining their employment benefits (Hirsch, 2017).
NPTCBC has recently drafted a Succession Planning Policy enabling less experienced employees gain the skills and knowledge required for them to be promoted into higher skilled posts when the current postholders retire.
Organisations can benefit from investing in training older workers, encouraging them to work longer and increase employability.  Training can be designed for older workers that is self-paced, work-related and incorporate work-based learning activities, thus refreshing human capital, reducing the pay-productivity gap and benefitting employers and society (Picchio, 2015).  Some employers believe that training older workers will not bring a return on investment as they will not be in work for as long as their younger counterparts.  However, Farrell, 2017, believes that not training older workers is bad for business, bad for workers 50+ and 60+ and bad for the economy.
The ageing workforce places additional demands on Occupational Health as workers health deteriorates as they age with increasing sick pay adding financial pressure on organisations.  Ilmarinen, 2006, believes that ‘only treating the disease is not enough’ and the challenge is to ‘treat’ the work with Occupational Health staff playing an important role in facilitating longer and better working lives for employees.
NPTCBC have acknowledged the workforce is ageing and with a significant number of female employees, have drafted menopause guidance for the workforce and managers. Regular drop-in sessions for women have been scheduled and training specifically aimed at males is held to increase awareness.
3.0 [bookmark: _Toc25000348]Political
Political factors are one of the least predictable elements in the business environment with organisations having to be prepared to deal with the outcome of politics, changes in legislation and employment law (PESTLEanalysis Contributor, 2015).  
One of these outcomes was the UK opting to leave the European Union (EU).  Made up of 28 European countries, the EU allows free trade and movement, enabling people to live and work in these countries (BBC News, 2019).  Leaving the EU without agreeing a deal could result in massive implications for the UK, increasing the price of food, gas and electricity and importing goods, medication shortages, and implications for UK nationals living abroad and EU citizens living in the UK (Rodgers, Hills and Bailey, 2019).
The effect on UK businesses will also be impacted, however Bloom et al., (2019) states Brexit is already affecting variables such as sales, prices, investment and employment.  However, Business Wales (no date (a)) suggests that whilst uncertainty exists around what Brexit will mean for organisations, businesses will, inevitably, have to manage a new set of circumstances.  Strong leadership and management skills are critical to provide the vision and confidence needed to deal with what is yet unknown. 
NPTCBC is a major beneficiary of EU funding.  The UK Treasury has agreed to fund projects until December, 2020, however there remains uncertainty for those employed into EU funded posts.  The Authority is not aware of what successor funding looks like with the risk that less funding reduces the ability for the Authority to deliver on its commitments. Planning therefore will be critical to avoid business delivery being compromised (Taylor, n.d).  
A key consideration for organisations will be the future mix of talent and skills. Investment in recruitment plans and upskilling will avoid possible staff shortages.  Reassurance and advice given to employees will be crucial to maintain productivity, reduce insecurity and avoid loss of key staff (Business Wales, n.d., (b)).  
According to Moss (2019), recruitment companies are worried about the implications of ending freedom of movement despite individuals from the EU having until 2020 to apply for the Settlement Scheme.  Employers are faced with the challenge of reassuring and supporting existing European workers and encouraging EU candidates to come to the UK, whilst Webber (2019) states that the number of job vacancies continues to fall throughout 2019, indicating that Brexit uncertainty is affecting employers’ recruiting plans.
[bookmark: _Toc14715548][bookmark: _Toc25000349]4.0 Technological 
Technology and other smart automation, sometimes referred to the ‘Fourth Industrial Revolution’ all impact the way we work and live (Brione, 2017).  Technology is advancing at a rapid rate and is intended to increase the organisation’s productivity, create new and better products and services (Hawksworth, Berriman and Goel, 2018) and cut costs.  This brings economic benefits to the organisation with technology solving problems making working lives easier, freeing employees to undertake more fulfilling, creative and human-facing work (Brione, 2017).
These advancements however have led to a view that many jobs will be at risk, leading to large-scale job losses, but CIPD research found that whilst there are risks, there will be as many opportunities to increase the number and quality of jobs, bringing major implications to the world of work with HR professionals playing a pivotal part (CIPD, 2019).
The transitions accompanying AI and automation will be significant.  Occupations will change, along with skills and educational requirements.  Work will be re-designed enabling people to work alongside machines effectively.  Demand for advanced technological skills will expand rapidly whilst social, emotional, and higher cognitive skills such as creativity, critical thinking and complex information processing is expected to increase.  Demand for manual labour is set to decline but will remain the largest type of workforce skills in many countries (Manyika and Sneader, 2018).
Organisations will benefit greatly from using AI in the workplace, helping businesses increase sales, detect fraud, enhance customer experience, automate work processes and provide predictive analysis.  AI can assist many industries including health care services, logistics companies and utilities companies, whilst autonomous cars are a direct result of advancements in AI (Matskevich, 2018).
NPTCBC is the first local authority in Wales to use robotics, clearing a backlog of data inputting within weeks.  Due to budget cuts, administrative staff in HR has decreased, however demand for services has increased.  The outsourced service provider, Arvato provides services efficiently and effectively, using less people.  With initial costs of £27,000 and annual costs of £10,000, the more work the robot undertakes, the more cost effective it is.  The robot undertakes routine administrative tasks 100% accurately, quicker than humans, and flags important issues to the HR Team, meaning HR processes still have an element of human intervention.  It has also enabled one HR administrator to carry out a higher graded job within the department (Bradfield, 2019).
NPTCBC however operates within a heavily unionised environment.  The TUC believes technological changes have the potential to make the UK significantly better off but without regulation, employees will lose out.  The union is concerned technology is not being used to free workers from monotonous tasks but monitors and controls them.  It argues that organisations need to provide training for those at risk of losing their jobs and productivity gains to be shared with employees to gain their consent over the use of technology (McCulloch, 2019).
[bookmark: _Toc25000350]5.0 Conclusion
In conclusion, over the next ten years, many factors will impact on the way we work.  Businesses and HR leaders face significant implications of robotics on workplace culture, collaboration, recognition and rewards, and diversity and inclusion.  The organisations that will thrive, are those able to identify, recruit and retain the skills needed to compete, and develop learning cultures that ensure they have the agility and speed to adapt to changing market conditions and opportunities.  This can be achieved with the right learning culture and a continual focus on delivering a top-class employee experience (Bannerman, 2019). 
The ageing workforce will become the most significant development in the UK labour market, with organisations responding by making work appealing and viable for older workers (Houses of Parliament, 2011).
The CIPD suggests continuity planning is used to deal with situations impacting on the organisation’s ability to operate, with HR professionals advising on the people aspects of any crisis and put plans into place to minimise negative impacts.  By focussing on several key considerations and activities, and with committed workforce planning, businesses will have the best outlook of successfully navigating through these changes.
[bookmark: _Toc14715550][bookmark: _Toc25000351]6.0 Recommendations
This report highlights a number of findings from which the following recommendations have been made.  Further details of the recommendations are outlined in the Action Plan (Appendix A).
[bookmark: _Toc25000352]6.1 Recommendation 1
Ensure senior management put succession plans into place throughout the organisation.
[bookmark: _Toc25000353]6.2 Recommendation 2
NPTCBC to ensure the Succession Planning Policy is kept up to date and fit for purpose in line with changes to legislation following Brexit.

[bookmark: _Toc25000354]6.3 Recommendation 3
NPTCBC’s HR strategy to incorporate a mentoring culture, encouraging older workers to pass on knowledge and experience to younger workers and reverse mentoring.  This tool allows different generations to exchange expertise whilst keeping the workforce actively engaged and encourages retention (Chadhuri & Ghosh, 2012).  
[bookmark: _Toc25000355]6.4 Recommendation 4
Occupational Health staff provided with advanced training regarding ageing matters and solutions for health-adjusted working life.
[bookmark: _Toc25000356]6.5 Recommendation 5
Training & Development to provide and promote training events to all employees throughout the Council with training provided in-house.
[bookmark: _Toc25000357]6.6 Recommendation 6
NPTCBC to ensure the Flexible Working Policy is kept up to date and fit for purpose in line with changes to legislation following Brexit, and to promote flexible working options to employees approaching retirement age.


[bookmark: _Toc25000358]6.7 Recommendation 7
[bookmark: _Toc25000037]Take a strategic approach to business and plan ahead, ensuring opportunities are maximised and mitigate risks and vulnerabilities along with considering and being prepared for the implications following Brexit in different scenarios.  Be ready to act and adapt quickly to the evolving situation and to change policies and procedures in line with changes to legislation and employment law.
[bookmark: _Toc25000359]6.8 Recommendation 8
Upskill existing employees to mitigate staff shortages.  
[bookmark: _Toc25000360]6.9 Recommendation 9
Managers given training to ensure they can reassurance and advise employees on issues relating to freedom of movement changes following Brexit.
[bookmark: _Toc25000361]6.10 Recommendation 10
Keep up to date with advancements in technology that will assist the Authority’s productivity and enhance its’ services as well as cut costs.
[bookmark: _Toc25000362]6.11 Recommendation 11
Ensure managers and employees are given appropriate training in order to use new technology.
[bookmark: _Toc25000363]6.12 Recommendation 12
Equip managers in skills such as social, emotional, and higher cognitive skills, for example, creativity, critical thinking and complex information processing.  
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Steve Wynne - Business magnate.





