











































[bookmark: _Toc120027568][bookmark: _Toc120698663]Executive Summary
This report explores the environmental factors that affect Hywel Dda University Health Board’s strategic planning.  The focus is on the use of the PESTLE analysis, an external analysis tool used by organisations to explore environmental factors.   Using the PESTLE analysis, the paper focuses on three external factors.

Through a political lens, this report highlights how the devolution of Health in Wales adds complexities to Hywel Dda’s HR strategy and states how factors like Brexit have a direct impact on the organisation’s recruitment and retention plan.  It discusses the impacts of the United Kingdom’s international relationships on Hywel Dda’s ability to recruit the best talent.

From a social viewpoint, it explores how Hywel Dda should consider the ageing population and the ‘Great Unretirement’ as a force for good, by creating an alumni network of former employees.  This report highlights the need for Hywel Dda to prepare for a large number of resignations of leaders in the coming years.  It also discusses the importance of understanding generational attitudes towards work.   Principally, the report recommends that Hywel Dda considers the value placed on work-life balance, particularly by the Generation Z demographic.

Exploring economic factors, this report analyses the impacts of poverty on the workforce.  It makes clear that Hywel Dda’s strategy must be to minimise the impacts of poverty for all colleagues.  Through an analysis of the economic factor factors, it highlights the impact of poverty on Hywel Dda’s strategic direction.  The in-depth analysis highlights that the Health Board cannot influence national pay scales however it can work to limit the impacts of the current cost-of living crisis through financial education. In this vein, it highlights the importance of ensuring that staff benefit programmes are fit for purpose

This report concludes with three clear recommendations:
· Evaluate the current staff benefits offering to ensure value for money  
· Promote financial education as a staff benefit
· Explore options to minimise the impacts of poverty on the workforce
















Contents
Introduction	3
Main Findings	4
Political	4
Social	5
Economic	7
Conclusions and Recommendations	8
Reference List	10


[bookmark: _Toc120027511][bookmark: _Toc120698664]Introduction

In any organisation, there is a need to consider environmental factors that can impact strategy.  Organisations rarely work in a vacuum and are often shaped by various factors.  The environment in which an organisation operates is mercurial and ever-changing so organisations must have a clear framework to analyse these factors.   (Griffiths and Wall, 2011).  A common framework is the PESTLE (Political, Economic, Sociological, Technological, Legal & Environmental) Analysis.  This tool is often used to identify environmental trends and factors that affect organisations, by providing “contextual information about the business direction” (CIPD, 2021a).  

A PESTLE analysis can be a vital tool for establishing strategy, through aiding organisations in understanding their current position (Alanzi, 2018).  The PESTLE tool can also be useful for organisations as it encourages the development of strategic thinking, ranging from developing new products to addressing current skills gaps in workforce planning (Weeks, 2021).  This type of analysis can offer organisations the chance to consider factors which are outside of its control (Sammut-Bonnici & Galea, 2015).

It should be noted that a PESTLE analysis can have some disadvantages, of which the most evident is that they can be either over-simplified or over-detailed, both of which can be damaging when considering strategy (PESTLE Analysis, 2022).  It is important to understand that the PESTLE analysis should not be used in isolation.  Taking a simplistic view may cause organisations to miss key elements of information; as elements can be difficult to conceptualise meaningfully (Duncan, 1972). To this end, there are a number of variations of this model.  The most notable of these models is the STEEPLE analysis, which incorporates Environmental and Ethical factors into the acronym (Jurevicius, 2022).

Another common strategic planning tool is a SWOT (Strengths, Weaknesses, Opportunities, Threats) Analysis (CIPD, 2021).  This is arguably more beneficial to organisations as, unlike PESTLE, it considers internal factors as well as external ones.  This is beneficial when considering strategic planning as it offers a much rounder picture of the environmental factors (CIPD, 2021). 

This paper will critically analyse three factors that impact Hywel Dda’s corporate and HR strategic direction, recommendations will be made at the end of the report.
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As a state-funded institution, the NHS in general is a frequent topic in UK politics.  When discussing the political factors that impact HR in my organisation, it is important to contextualise the relationship between the Welsh and UK Governments.  Hywel Dda University Health Board is one of ten organisations that make up NHS Wales (Welsh Government, 2022a).  NHS Wales is the state-run body that is managed by the Welsh Government and is one of 4 systems that comprise what is generally known as ‘The NHS’.  

Since the devolution of health in 1999, the Welsh Government has had autonomy over the Welsh healthcare system.  However, since then, there have been six elections to both the Welsh Parliament and the UK Parliament (2020).  The presence of two legislative bodies that each use the NHS as a manifesto platform has significant impacts on Hywel Dda University Health Board (Thorlby et al, 2019).

The funding system is complex and is a constant political football between Westminster and Cardiff (Clarke, 2018).  In simple terms the Welsh NHS, in the main, is funded by the central UK Government through a system known as the Barnett Formula (Bristow, 2021).  This funding model has not changed since its inception and has long been hailed as unfair by Welsh commentators (Welsh NHS Confederation, 2022).  Conversely, research by the Nuffield Trust (2022) suggests that it’s inefficiency and not underfunding that is the issue.

Brexit, the United Kingdom’s exit from the European Union, had a major impact on Hywel Dda’s strategic direction.  A key strategic objective is ‘recruiting and retaining great people’ (Hywel Dda, 2020).  Staffing levels are perhaps the most prominent concern as a result of Brexit.  Research by the Health Foundation found that around 15% of UK nurses receive their training outside of the UK (Buchan et al, 2019).  Since the Brexit referendum itself, the number of nurses from the European Economic Area (EEA) arriving in the UK has declined rapidly (Holmes, 2021).  The UK government has since removed many of the visa requirements for overseas nurses, allowing for easier immigration (UK Government, 2022a).  

Another prominent political factor is the nationalised pay scales for Hywel Dda staff.  The Royal College of Nursing have recently balloted members in a battle for improvements to pay and conditions (RCN, 2022).  Whilst the impacts of this are still to be discovered, there is no doubt that it will require a strategic shift by the organisation.  Both governments have stated that contingency plans are in place (The Guardian, 2022) to mitigate risks of strikes on patients.  However, both governments’ responses and subsequent actions will likely determine the length and frequency of further industrial action.

Hywel Dda’s HR strategy highlights the utilisation of Apprenticeships in order to develop and retain their workforce.  The dual interest from the Welsh and UK governments respectively could impact this as apprenticeship schemes differ across the United Kingdom (O’Toole, 2011).

In recent years, much has been written about the UK’s trading relationships with other countries.  In a recent report, the Healthcare Distribution Association highlighted that 90% of UK medicine is imported from overseas (Andalo, 2016).  With the tumultuous relationships between foreign markets, there is some research to suggest that new trade deals could have significant implications for the NHS (British Medical Journal, 2021).  From an HR perspective, this could impact Hywel Dda’s ability to recruit and retain the best talent.

Much of this analysis has focussed on government at a national level.  However, due consideration must be given to the impact of local government (and therefore, local politics) on Hywel Dda’s strategic direction.  Our organisation works across three counties in partnership with three local authorities, each authority has its own political agenda and each has a varying organisational structure.  This can have huge impacts on specific areas of the HR strategy and is particularly evident in workforce planning.  In Pembrokeshire, the Local Authority were unable to fill roles in social care.  This added strain on to Hywel Dda’s resources and was not viable in the long term.  To counter this, the Local Authority and the Health Board created a joint apprenticeship scheme and created a pool of workers to fill these roles (HDdUHB, 2022)

In general, Hywel Dda (and the NHS as a whole), will be perpetually impacted by political factors.  
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From its inception, the National Health Service has been coined as a social achievement above all else.  Nye Bevan, its founder, described it as “a real piece of socialism” (Tribune, 2020).  The organisations that make up the NHS are people centred and, as such, need to be aware of the social factors that impact their strategies and frameworks.   The organisation’s HR strategy has bold aims to recruit, retain and develop efficient and high performing staff.  There are a number of social factors that impact Hywel Dda’s corporate and HR strategic direction.

In Wales the population is increasing in both number and in age.  The most recent census confirms population growth of 1.4% and an 18% rise in the proportion of population aged 65 and over (ONS, 2021).  The CIPD (Cotton, 2018) highlight how an ageing population will impact people management policies, particularly in the public sector.   

In what is being described as the ’Great Unretirement’, some employers who saw a rise in retirement numbers during the pandemic are now experiencing the reverse (World Economic Forum, 2022).  In the NHS it seems there is no such ’unretirement’, with pension awards up 28% in 2022 compared with the previous year (BMJ, 2022).  34% of Hywel Dda staff are aged 51-70, with the vast majority of these in managerial positions (HDdUHB, 2022a).   With this in mind, the organisation must prepare for an exodus of leaders in the coming years.  The organisation has recently refreshed its Exit Interview process with a long-term aim of creating an alumni network of staff who have left the organisation.  

The organisation must then look at its current and future workforce in order to create talent pipelines.  The organisation already has a successful in-house apprenticeship programme which predominantly attracts the ‘Zoomers’, more commonly known as Generation Z.  Whilst a recent survey by Indeed (Sweeney, 2022) found that Boomers and Gen-Z colleagues share similar values, there are stark differences between their expectations of work.  It is well researched that Generation Z employees favour work-life balance, clear goals and employers that prioritise mental health (Randstand, 2014).    In this respect, Hywel Dda’s HR strategy must incorporate these aspects.   

Similarly, Hywel Dda must consider the research by McKinsey (2022) that highlights how the Generation Z demographic report much higher rates of mental health issues that older generations.  This will have a direct impact on Hywel Dda’s strategy and will need a measured approach to ensuring that psychological wellbeing programmes are tailored.

Whilst there is considerable work being done to increase workplace wellbeing, exit interview data (HDdUHB, 2022b) shows that 40% of leavers cite work-life balance as a reason for leaving a role.  The picture is similar across Wales; many NHS organisations prioritised staff wellbeing during the throes of the pandemic yet were urged to ensure this continued (Wales Audit Office, 2021).  As an organisation consistently spotlighted for high workload, it is imperative that any strategy reflects the needs of our demographic.  Some notable research found that lower-paid staff are less likely to participate in wellbeing programmes (Arnold et al, 2018)  As HR professionals, we must ask ourselves what steps are we taking to ensure that all colleagues have equal access to resources?

Another social factor that will impact Hywel Dda’s HR strategy is poverty.   Whilst poverty seems like an economic factor, it is such a complex term that it cannot be denied as a social issue (JRF, no date). In recent times, we are bombarded with tabloid messages about food and fuel poverty.  The breadth of the situation is far greater and will have a direct impact on the workforce of Hywel Dda.  In October 2021, 14% of households in Wales were living in fuel poverty (Welsh Government, 2022b).  Whilst 2022‘s statistics are yet to be released, a good estimate is that this figure has risen to a staggering 45% (National Energy Action, 2022).  News of industrial action by Hywel Dda staff was not a surprise, with the impacts of poverty being seen across the workforce.  At a high level, the organisations HR strategy must aim to minimise the impacts of poverty across its entire workforce.

There is already a significant programme of financial wellbeing resources available to staff.  Whilst the value of these in Hywel Dda is as yet undetermined, there is a clear ethical and business case to push this agenda.  However, consideration must be given to those staff noted previously who may not have access to these resources.  The organisation should ensure that any financial wellbeing measures are underpinned by a clear communication strategy to ensure maximum reach (Rickard, 2018).  The organisation should also be mindful that quality and not quantity of financial wellbeing resources are key.   In this regard, the organisation must carefully evaluate the impact of all of its current offering to ensure measures are appropriate and useful.  There is growing research on the benefit of organisations offering some form of Employee Financial Wellness Programme (EFWP), which is a more targeted package of financial education (Aon Hewitt, 2015).  There are clear benefits for employers too; with research showing that improved financial wellness has been linked to increased productivity and engagement levels (Hannon et al, 2017).

Clearly, there are momentous social factors that impact Hywel Dda’s strategic HR direction, both now and in the future.  The organisation has a duty to consider the volatility of society in order to successfully support its staff and patients.
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The National Health Service is totally funded by the state and as such will be directly impacted by economic factors.  Hywel Dda’s corporate and HR strategic direction will be equally as impacted by these economic factors.  

In the last month, the Welsh Government escalated the status of the organisation to ‘Targeted Intervention’ (HDdUHB, 2022c).  This escalation is the third of four grades of support from the Senedd.  The Welsh Government highlighted that the Hywel Dda’s Integrated Medium Term Plan (IMTP) was not sustainable or achievable due to a growing financial deficit (Welsh Government, 2022).  In the current climate, this will require decisive action from the organisation’s leadership.

The rising cost of medicine will have a significant impact on the corporate direction of the organisation.  Whilst Hywel Dda is spending less on medicine compared to other health boards in Wales, it is still spending more than the national average (Welsh Government, 2022c).  In an organisation which is under considerable financial strain, due care must be given to balance the books.

Hywel Dda’s HR strategy aims to ‘recruit and retain great people’ (HDdUHB, 2020a).    Hywel Dda has already acknowledged the recruitment challenges it faces; notably the lack of infrastructure and geographical rurality meaning that services are spread thinly across the health board (HDdUHB, 2018).  These factors make Hywel Dda less desirable to skilled clinicians, who are opting for urban areas with modern, dynamic facilities.  In more recent years, the rise in inflation and extreme economic pressure in Wales have meant that average house prices have increased by almost 18% in the last year (UK Government, 2022b).  Hywel Dda must factor these aspects into its recruitment plan.

In addition to recruitment, there has been a heavy focus on retention in recent years.  A decade of austerity has resulted in doctors taking home less pay year on year, with many admitting they are likely to leave NHS Wales because of it (BMA, 2022).  The picture is equally as bleak for the nursing workforce, who have recently voted for unprecedented industrial action over pay and conditions (RCN, 2022).  Obviously, these factors will have serious implications for the organisation.  However, what authority does the health board actually have to influence these economic factors?  Public sector pay in Wales is centralised, influenced greatly by pay rates across the four UK nations.  Individual health boards have no scope to set local pay so Hywel Dda should ensure that job roles have other attractive and engaging characteristics.    

On a more universal plane, the cost of living crisis is having a huge impact on the workforce.  Recent ONS (2022) data shows that 93% of people reported an increase in their cost of living in the last year.  As many people battle with rising costs, Hywel Dda must consider the impact this will have on the workforce.  Trade unions have previously reported that the rising fuel prices are leading some lower-paid workers to call in sick (The Guardian, 2022).  Naturally, this will have a devasting impact on staff levels and, therefore, patient care.  In the summer, there was a temporary increase to the mileage rates set by HMRC (RCN, 2022).  Whilst links between mileage reimbursement and absenteeism do not exist, anecdotal evidence showed that staff said this eased their financial burden somewhat.

Another huge economic factor is the cost of labour and how it impacts the budgets of the organisation.  In order to fill the 1719 reported nursing vacancies across NHS Wales (RCN, 2021), Hywel Dda is utilising agency workers.  Agency nurses have reportedly earned up to 300% more than substantive nurses on the same shift (HDdUHB, 2021).  With this in mind, the organisation must appreciate the strength of feelings of its own staff and how valued they feel to do their best work.

In Hywel Dda, there has been an increased focus on employee benefits.  There is clear evidence that a wide staff benefits package will increase employee motivation (Gaffar & Riyanto, 2022).  However, considering the current economic pressures facing society – does Hywel Dda need a deeper focus on its benefits offering?   Hywel Dda has recently partnered with an Earned Wage Access provider called Wagestream.  This allows employees to access a portion of their salaries before their usual payday. Whilst this may avoid employees seeking out high-interest loans from payday lenders (Hawkins, 2021), consideration must be given to ensure that in itself this does not push employees into further financial hardship.  Factors such as this will have a huge impact on the HR direction of Hywel Dda, with more employees leaving their current roles for a higher salary (HDdUHB, 2022).  It could be argued that there is a greater need for education around personal finances, rather than increasing options or staff to access their pay (Thornley, 2021).

Overall, there are significant economic factors that will impact Hywel Dda’s corporate and strategic HR direction.  The United Kingdom is entering into another recession and turbulent economic times.  Any people management strategy must be compassionate and sensitive to the changing economic circumstances.

[bookmark: _Toc120698669]Conclusions and Recommendations
From this report, it is evident that there are a huge range of environmental factors that will affect Hywel Dda’s corporate and HR strategy.  Whilst the majority of factors are outside of the organisations control, there are a number of recommendations that should be considered to mitigate any potential negative impacts:

1) Evaluate the current staff benefits offering to ensure value for money
The organisation currently provides a vast range of exclusive benefits, from leave purchase schemes to subsidised fees for members to join local choirs.  Whilst feedback remains generally favourable of a large offering (HDdUHB, 2022d), Hywel Dda must ensure that it robustly evaluates the value of these schemes.  For example, the current salary sacrifice schemes have become increasingly popular in the last three months (HDdUHB, 2022d).  However, it is not known whether applicants have a clear understanding of how salary sacrifice schemes will impact on their pension or benefit arrangements (UK Government, 2021).  Whilst the organisation may feel morally obligated to ease the financial burden on staff, it should consider investing more time in to educating staff on the long-term impacts of entering into schemes like this.

2) Promote financial education as a staff benefit
Having a greater focus on financial wellbeing has proved successful in other large organisations such as AXA, who reported that 37% of their employees felt less worried about finances at work as a result of a financial wellbeing tool (Wolsey-Cooper, 2009).  

When promoting financial education as a staff benefit, Hywel Dda needs to ensure that it robustly evaluates this.  Recent research has shown that many employees disagree with their employers that organisational efforts to promote financial well being were good enough (Copeland, 2022, page 12).   With this in mind, the organisation needs to consider its baseline.  For example, it wouldn’t be enough to simply measure the number of sign-ups to the staff benefits portal.  The organisation could link financial wellbeing with other intelligence streams such as engagement surveys. As Hywel Dda currently surveys 1000 staff at random every month, a section could be added to gather intelligence on knowledge and value of financial education across the workforce.  This would provide the baseline data on an ongoing basis and could improve motivation and retention rates, as was found in research by the Living Wage Foundation (nd).

Costs for these recommendations would be fairly low, with many organisations already providing similar services pro bono.  As a general rule, the benefits hugely outweigh the risks as a financially healthy workforce will ultimately be of benefit to all stakeholders (Barnard, 2016).


3) Explore options to minimise the impacts of poverty on the workforce
In addition to the promotion of financial education as a benefit, the organisation must work hard to tackle the impacts of poverty on its employees.  With a projected rise of 21% for those in poverty predicted for 2023 (Corlett & Try, 2022), it cannot be denied that difficult times are ahead.  The organisation should endeavour to build on the current resources for tackling poverty (The King’s Fund, 2021) by expanding the remit of these resources to incorporate staff as well as patients.  This could be done by developing Line Manager capability or by utilising the 157 Wellbeing Champions as points of contact for staff.  Whilst this would have a time-cost for the organisation, 

Hywel Dda could also consider becoming a food bank referral-agent.  As most food-banks in Wales require a referral from organisations like Citizen’s Advice (Trussell Trust, 2022), it would be advantageous if Hywel Dda could become an agent for staff.  In practice, this could become part of the Occupational Health offering.

In real terms for the organisation, the recommendations in this paper should be implemented with a view to complete within the next 12 months.
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