Understanding the Business Context
The major environmental factors affecting organisations

Jodie Barnett

Module code: BMHR7012

Student number: 1905258

Report title: 	Critical analysis of the PESTLE tool and an evaluation of the three most important PESTLE factors affecting Neath Port Talbot County Borough Council (NPTCBC) at the present time

[bookmark: _GoBack]Word count: (3500) 3756

















Executive summary
The aim of this report is to critically analyse the PESTLE tool and an evaluation of the three most important PESTLE factors affecting NPTCBC at the present time.
The PESTLE analysis is regarded as one of the most used frameworks by organisations in identifying their external environment. It is evident that this should not be used solely to inform strategic decisions and instead, should be used in conjunction with other tools such as the Porter’s Five Forces and SWOT analysis to ascertain any internal and competitive factors and provide an overall picture.    
Findings identified that NPTCBC is currently faced with emerging challenges in the social, economic and legal market. Firstly, with the increase in mental health due to the ongoing cost of living crisis and high inflation escalated by the aftermath of the COVID-19 pandemic. It was found that NPTCBC is one of the highest councils in Wales for average sickness absences. There is also an increase in mental health related referrals to occupational health who are already working to full capacity being regarded as a small team. 
The economic market is looking bleak with the UK/Welsh government set to significantly reduce funding across local authorities. NPTCBC very much relies on funding to support its services to the community and will be faced with intensified budget pressures. With work required to reduce budget deficits, it is inevitable that the council will need to consider cut backs in both services and the workforce.
With local authorities bound by statute, many of their functions have associated legal duties including any Acts passed by law. The Carers Leave Act 2023 will be enacted in 2024 and organisations will need to set out policies and procedures outlining statutory leave for carers.
With the above findings in mind, it is recommended that the appointment of seconded mental health champions who will support with early intervention of peers suffering with mental health related illnesses. The introduction of a no cost salary finance portal will offer key financial support to employees during the current cost of living crisis.
With nearly a quarter of the council’s workforce aged 45 and over, the introduction of the voluntary redundancy scheme could support the reduction in annual wage bill. Freezing external recruitment will eliminate advertising costs and enhance career progression through internal appointments. 
The upskilling of the policy and development team through attendance at employment law and legislation webinars, will ensure that policies and procedures are affiliated to appropriate laws. 
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1. Introduction
1.1	Terms of reference
The purpose of this report is to identify and critically analyse three of the most important environmental factors currently affecting Neath Port Talbot County Borough Council’s (NPTCBC) corporate strategic direction and its impact for people management. 
Recommendations will be provided for consideration.
1.2	PESTLE
Kew & Stredwick (2016, p.5) defines the environment as:
“The environment is anything outside an organisation which may affect an organisation’s present or future activities”.
A PESTLE is a macro environment analytical tool and is an acronym for:
Political, Economic, Social, Technological, Legal and Environmental (figure 1)
	

	External factors to consider

	Political

	Government policy; Tax; political stability; industry regulations

	Economic

	Exchange rates; globalisation; inflation; cost of living

	Social

	Lifestyle factors; work-life balance; population; demographics

	Technology

	Automation; innovation; social networking; robotics

	Legal

	Employment law; health and safety regulations; local labour law

	Environmental

	Future pandemics; supply chain; procurement; transportation; ethical sourcing


(Figure 1: Examples of PESTLE analysis factors – (Battista, 2023))
The PESTLE is regarded as one of the most used analytic tools by organisations when examining the external business environment to gain valuable advantage. It is not only cost effective, but it can provide an in-depth understanding of the businesses threats and opportunities to increase success. Furthermore, a PESTLE analysis will support the businesses strategic thinking and provide an objective insight of both current and future market trends with the view of sustaining competitive advantage (Frue, 2018, Perera 2017, p1).
The use of such a ‘simple’ management framework can aid strategic decision-making for both people professionals and senior management through the analysis of the six key external factors that influences an organisation (Battista, 2023). They have also developed a PESTLE template as a basis for businesses to consider, providing an overview of some examples an organisation could be faced with (Appendix 1).
PESTLE is used to recognise expansive and long-term trends, aiming to shape business planning, including workforce and organisational change. It is argued that without succession planning, organisations are vulnerable to disruption in labour changes, for example, skills shortages or current workforce abilities which could profoundly displace their future business direction (Pestle analysis, 2022).
Battista (2023) highlights that research should relate to the industry in which the organisation operates and it will be notable that certain factors within the PESTLE may have a broader focus on one business compared to another. 
NPTCBC is a local government authority that operates in an externally compelled environment. Kew & Stredwick (2016, p. 5) argues that an environmental analysis will support an organisation in determining the major impacts within their level of industry.  With this in mind, the PESTLE analysis is considered crucial in aiding strategic planning. 
It is certain that some external factors will have a greater impact on the organisation than others and these should be reviewed on a regular basis (Kew & Stredwick 2016, p. 6, Perera, 2017). For example, NPTCBC is politically led and with political parties regularly subject to change, both locally and nationally, it is vital that they are frequently analysing current and possible future policy changes which will inform their corporate strategies. 
The council is also economically dependent on funding including government support in order to deliver its services and legally obligated with associated duties (Local Government Association, 2015). Organisations are subject to constant changes in priorities on climate change and its impact on the environment, The PESTLE will support NPTCBC in anticipating both current and future trends and what appropriate action is required to minimise any impact and seek opportunity. 
Frue (2018) argues that organisations should not use the PESTLE as a stand-alone analysis tool and like any other tools, organisations should be aware of its disadvantages.  Such an analysis can be oversimplified through the use of insufficient data and must be carried out on a regular basis in order to remain an effective tool (Battista, 2023).
With the PESTLE analysis providing an external perspective, organisations should also consider using other models to detect internal and competitive factors to support their strategic direction as outlined by Kew & Stredwick (2016, p. 6), such as the SWOT analysis and Porter’s Five Forces (figure 2). According to Isabelle, Horak, McKinnon and Palumbo (2020), one framework does not fit all with businesses operating in a complex 21st century. 
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Figure 2: SWOT analysis and Porter’s Five Forces models (MindTools, 2023a) (MindTools, 2023b)
Although these models represent different purposes and scopes, when combined, they can provide a comprehensive outlook of the influences on the organisations industry and performance (Farida and Setiawan, 2022).

2. Findings/discussion
2.1	Sociological factor
NPTCBC offers a wide range of public services and is the largest employer within Neath Port Talbot, with nearly 6,400 employees (NPTCBC, 2020b). NPTCBC is faced with many social concerns leading its corporate strategic direction, with one of the biggest challenges in today’s society being mental health related illnesses.
With the swing in our culture, both socially and within the workplace, there are a mass of factors which could be contributing to this, including the aftermath of the COVID-19 pandemic which has seen a shift in lifestyle factors with concerns in job security and predominantly, the cost of living crisis. 
Neath Port Talbot (NPT) is already regarded as one of the highest deprived areas in Wales (Welsh Government, 2019), seen as a contributing factor to mental health issues with death from suicide being a key determinant with rates far worse than the average in Wales (Public Health Wales, 2022). This highlighting that there is a concern locally which needs to be addressed. 
MacRae (2021) argues that the pandemic has had an impact on workers’ mental and physical health. 
Mind (2023a) emphasises the link between money and mental health stating that money problems can trigger emotions of both anxiety and panic as well as needing money for the basic necessities in life to help stay well.  Marsh (2023) highlights that recent figures from the Financial Conduct Authority shows that the cost of living crisis has accelerated a 25% rise in borrowing to support the UK public with household bills. 
Suff (2023) states that mental health issues will affect one in four people at some point in their lives and in turn, will have a substantial impact on both employee well-being and is a major cause of long-term absence from work. (Mind, 2023b) is a charity that supports those experiencing mental health and highlights the importance of staff wellbeing and the organisational benefits in supporting the mental health of the workforce. 
ACAS (2023a) reiterates the law on mental health and that employers have a duty of care and must therefore, do all they reasonably can to support an employees’ health and wellbeing. 
In the financial year of 2021/2022, NPTCBC reported that on average sickness absence levels amongst the workforce was 12.1 days with mental health related absences being the number two reason (COVID-19 being number one). Making NPTCBC one of the highest council’s in Wales and above the Welsh average of 11.2 days (figure 3). They are unable at present to provide sickness absence data for the 2022/2023 financial year to provide a recent comparison. [image: ]
(Figure 3: Extract taken from the Workforce Information report: Quarter 4 2021/2022)
As we know, sickness absence endures costs and with NPTCBC being a public sector organisation, they can be very much criticised for how they utilises public monies.
NPTCBC does already have a positive approach in supporting those presenting with a mental health illness and this includes their operational occupational health service (NPTCBC, 2022c). The service offers an advisory and consultancy support for employees aiming to better health and wellbeing to able them to carry out their jobs effectively. Line managers are responsible for making an appropriate referral to occupational health on behalf of the employee.
The service has seen an increase in referrals disclosing mental health illnesses since the start of the pandemic in 2020. The number of referrals made that related to mental health in 2016 to 2019 were 357, followed by 434 for 2020 to 2023 – this highlights the impact that the pandemic has had on employee’s mental health. This data was obtained from the occupational health service and is accurate as at 31st October 2023.
The occupational health team employs a total of 3.2 FTE medical professionals and with an increase in referrals for mental health related illnesses alone, this will no doubt exert pressure on the service that they deliver and delay early intervention in such cases. Early intervention is regarded as a vital tool for recovery which can support future good mental health and prevent more serious symptoms occurring (WHO, 2022). 
Whilst already launching various campaigns including the ‘Let’s Talk, Check-In’ initiative developed in recognition that many employees are now ‘lone’ home working since the pandemic. They have pledged to work in partnership with (Time to change Wales, 2023) to promote and end the stigma faced by people experiencing mental health problems.
NPTCBCs Corporate Plan covers the period 2022 – 2027 (NPTCBC, 2022a) and sets out the council’s approach to recovery including the aftermath of the COVID-19 pandemic.
This plan aligns with their people management, Future of Work Strategy - Strategic Workforce Plan 2022 – 2027 (NPTCBC, 2022b). This plan highlights their well-being objectives, which includes a priority to create a safe workplace in supporting the health and well-being of its employees through the development of a mental health strategy in partnership with Time to Change Wales (figure 4). 
[image: ]
(Figure 4: Extract taken from the Future of Work Strategy: Strategic Workforce Plan 2022-2027)
People management holds a pivotal role in promoting both employee well-being and engagement across the council, whilst tackling the stigma associated with mental health. The council will be tasked with adopting stringent communication lines across all services with Clark (2023) outlining that communication is key to promoting an organisation’s wellbeing initiatives and support, otherwise it is worthless if employees do not know about it. 
Work engagement creates a ‘positive, fulfilling work-related state of mind’, with MacRae (2021) outlining that employees who are engaged will have increased work energy levels and provides them with a feeling of purpose and thus enhancing performance.
Bhatt, Bordeaux and Fisher (2023) reiterates that organisations prioritising workforce well-being, may increase productivity and innovation, as well as enhancing recruitment and retention and strengthening the employer brand values.  
Whilst there is already work being undertaken from a people management perspective, the council needs to keep going in the right direction to support those struggling with mental health illnesses, whilst espousing methods to promote NPTCBC as a safe workplace.

2.2	Economic factor
With NPTCBC being a government led organisation, they are very much reliant on Welsh Government funding to support the deliverance of its services throughout the local community. NPTCBC provides services to over 140,000 residents, making it the 9th largest council in Wales (ONS, 2021)
Welsh Government (2023) are facing significant financial pressures which it is led to believe will have an impact on their UK Spring Budget in March 2024, estimating that this will be £900m lower than the budget that was set by the UK Government at the last spending review in 2021. They have highlighted that this will be the toughest financial situation they have faced since devolution. 
This is largely due to record levels of inflation the country is currently faced with, with BBC (2023) emphasising that many factors are causative to high inflation, including the upsurge in energy costs, lack of goods and materials as well as the consequence of COVID-19.
With this in mind, NPTCBC are preparing for a significant reduction in their settlement funding from Welsh Government as it prepares its budget for the financial year of 2024/2025. At this moment in time, the council is not yet in a position to fully know the budget deficit for next year as they are not expecting details of funding from the Welsh Government until around 20th December 2023. However, it is clear that the council is facing an increase in its costs of £16m relating to pay and inflation and £4.7m relating to service pressures. 
It is inevitable that the council will be faced with momentous budget pressures, which could potentially result in cuts across both services and their workforce. With the uncertainty of strikes taking place in due course with ongoing national pay disputes, the council is already faced with the prospect of a disengaged workforce (Boakye, 2023) 
The aftermath of the COVID-19 pandemic has already seen a rise in both unemployment and economic inactivity rates, with the latter set at 26.6% of the population, emphasising that NPT is on average higher than across Wales and the UK (ONS, 2023). This has informed the council strategy on reducing job losses which will impact the wider community (NPTCBC, 2022b).
The council will need to prioritise avoiding compulsory redundancies, whilst considering cuts to its workforce to reduce costs. ACAS (2023c) argues that employers should consider other options to avoid compulsory redundancies such as changing working hours and offering voluntary redundancies. People management will play a pivotal role in ensuring that is adopted through the promotion of their redeployment strategy to ensure that unemployment across the workforce is kept to a minimum. 
It is clear that with the uncertainty of job losses, people management will need to ensure that both employee well-being and communication is at the forefront of their agenda. Dewhurst and Fitzpatrick (2022, p. 144) stress that effectively communicating to employees is not only crucial to improving engagement, but has a positive impact on the organisational culture and overall performance. 
The voluntary redundancy scheme has been favourable in the past, especially for those employees considering retirement. In the last two years, a total of 22 employees left the organisation through the voluntary redundancy application process, generating a total savings in salary costs of £1,209.351. This information was provided using the council’s data reporting tool (SAP Business Objects, 2023) 
The redeployment process has also been highly successful in recent years with employees being regarded as ‘at risk’ given the best opportunity to apply for any vacancies through their prior consideration process in line with their recruitment and selection policy. This policy emphasises the commitment of the council in finding suitable alternative roles for its workforce.  
The upskilling of the workforce, through their corporate training and development programme is highlighted in the Strategic Workforce Plan 2022 – 2027. Insight that has been aligned with the (CIPD, 2023) workforce planning ethos that an organisation will thrive if they have “the right people, with the right skills, in the right roles, with the right shape, in the right place, at the right time and the right cost”
It is clear that the council will be enduring financial strain over the course of the next few years and will need to ensure that they do not encounter the same pitfall that many other councils find themselves in the last year alone. (Sky news, 2023) states that many councils are facing austerity and refers to six other councils who are facing the prospect of bankruptcy due to financial difficulties, something that has been unduly heard of.
2.3	Legal factor
Organisations are compelled by legislative changes governed by law and new legislation that will have an impact on businesses in 2024 is the Carer’s Leave Act 2023. The Act was passed by parliament and received Royal Assent in May 2023, with the law being enacted in 2024. The Act will entitle carers to a statutory one week’s unpaid leave every year to support those most in need (Carers Wales, 2023).
Carers UK (2023) emphasises the significance of the Act to support carers to remain in work, how important this is given the current cost of living crisis.
Department for Business, Energy & Industrial Strategy (UK) (2022) highlights that the introduction of this Act will support around 2 million carers in the UK, who have been balancing both work and caring responsibilities. With no dedicated statutory leave entitlement currently in place for carers, many have been forced in taking other forms of leave to ensure that they can care for those dependant on them.
The implementation of this Act will set precedent in ensuring that organisations are enforcing such laws for carers within their workforce. It makes good business sense by enhancing recruitment and retention, as well as supporting carer’s health and wellbeing (Rose, 2023).
Under the new law, organisations are legally required to (Carers UK, 2023): 
· Introduce a new and flexible entitlement to one week’s unpaid leave per year for employees who are providing or arranging care for a relative or dependant. 
· Must be available from the employees first day of employment.
· Allow employees to take leave flexibly for planned and anticipated caring commitments. 
· Provide the same employment protections to employees taking carers leave as those allied with other forms of family-related leave, meaning that they will be protected from dismissal or any other detriment due to having to take time off. 
With the Act being introduced in 2024, it is important that businesses are ready to adapt their policies and practices accordingly. NPTCBC will be tasked with reviewing their current practices to the way they offer support to all carers in their workforce. They must ensure that their policies and procedures are fit for purpose in line with the legislative changes. It is also imperative that employees are made fully aware of their statutory entitlement to this leave. 
NPTCBC has already adopted a carer’s policy back in February 2020 (NPTCBC, 2020a) which has been favourable and can be seen as an enhancement to their employer values. The policy outlines the council’s commitment to supporting carers and highlights the difficulties employees are faced with combining work and caring responsibilities. The policy refers carers to the various types of flexible working that the council offers. 
Kalev, et al (2022) argues that a healthy work-life balance is essential for employee well-being. Employees who are able to balance their work and personal lives tend to be more productive, engaged and less likely to experience burnout; shaping better organisation performance. 
The council’s annual equalities in employment report 2019/2020 (NPTCBC, 2020b) (figure 5) outlines that they do have an aging workforce, with a high number of employees being aged between 35 and 54. This equates to 53% of the total workforce. It is considered that those 53% of employees will have or will encounter caring responsibilities at some point during their working lives. This data was a key factor in developing the carer’s policy. 
[image: ]
(Figure 5: Extract of data from the Annual Equalities in Employment Report 2019/2020) (NPTCBC, 2020b)
NPTCBC will need to reflect the legislative changes within their carer’s policy and any alignment to other policies and procedures that branch from this. The role of people management is fundamental to ensuring that policies and procedures are in line with legislation and that these are communicated to both employees and managers across the council.  

3.	Conclusion
It is evident that NPTCBC is currently operating in a hostile external environment. The industry itself is faced with many challenges, with formed times of austerity following the aftermath of the COVID-19 pandemic, which has been further escalated by the cost of living crisis and high inflation rates (BBC, 2023).
With this in mind, it is not feasible for NPTCBC to deploy complacency in today’s business world with the frequent change in the external market. Instead, it is vital that the corporate and people management strategy are reinforced by identifying and understanding both the current and long term trends that will have an impact on business direction (Battista, 2023). This should be conducted by completing a PESTLE on a regular basis to ensure that NPTCBCs environmental analysis remains fit for purpose. 
As previously emphasised, it is important that any business decisions are not formed on the basis of a PESTLE analysis only, but through the completion of other diagnostic tools such as the SWOT analysis and the Porter’s Five Forces to also determine impact on both the internal and competitive factors. This will provide an overall insight of their organisational strategy and align their people management strategy. As rightly emphasised by Anastasiu, Gavris and Maier (2020), people management is pivotal in any organisation, with people at the forefront of achieving the goals aligned with the business strategy.
NPTCBC can endure these difficult times by applying the above methods and ensuring that there is a systematic review of any environmental changes.
4.	Recommendations
The following recommendations are made based on the above external factors:
· Sociological
The recruitment of seconded mental health champions can challenge stigma and encourage positive mental health within the workplace (Mind, 2023b). Supporting peers through difficult times as well as easing the pressure on the occupational health service. This will come with no associated costs to the authority as the ‘secondees’ are already employed by the Council. 
The implementation of a salary finance portal which will provide support to employees during the ongoing cost of living crisis and will include access to robust financial wellbeing advice (https://www.salaryfinance.com, 2023). 
The online portal will help support employees to take control of their money though providing information on financial advice, affordable borrowing, savings and a salary advancement. The salary finance portal is a free service, so there are no financial implications to the Council on developing this initiative. 
· Economic
The Annual Equalities in Employment report (NPTCBC, 2020b) outlines that NPTCBC has an aging workforce, whereby, nearly 25% (a quarter) of the workforce are aged 55 and over and undoubtedly, considering retirement. The roll out of the voluntary redundancy scheme will generate savings across services, through ‘natural wastage’. Brougham-Chandler (2021) highlights that such a process can avoid compulsory redundancies, be cost effective and create morale positivity throughout the workforce. 
Freeze external recruitment and recruit internally to vacant posts will not only reduce advertising costs, but save money through an internal appointments process. Such a process will provide employees with development opportunities, support career progression and aid retention issues through enhanced succession planning (McCartney, 2022). Development of a talent management programme to enhance and upskill the current workforce to enable them to transfer hard to fill / specialised roles, with the Council’s Training and Development Section 
· Legal
The enhancement of the policy and development team within people management whom will be responsible in ensuring that any legislative and employment law changes are aligned with our policies and procedures. The team would be required to register and attend any employment law and legislation updates and receive regular communication of any informed changes. Overall there will be no costs in attending these events as many organisations provide free expert advice (ACAS, 2023b, Croner, 2023)
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Performance Comparison — NPT compared to All Wales

Number of working days/shifts per full-time equivalent (FTE) local authority
employee lost due to sickness absence during the year

Local Authority Ave FTE Days Lost
Denbighshire 81
Isle of Anglesey 88
Pembrokeshire 89
Poviys 93
Merthyr Tydfil 94
Newport 95
Guwynedd 98

The Vale of Glamorgan 105

Carmarthenshire 107
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Workforce Priority: A Safe Workplace — supporting the health and well-being of our employees

Embed Health and Safety culture across
the council.

Safe workplaces.

Accident and incident statistics.
Sickness absence linked to industrial injury.
Employee survey.

Delivery of our Mental Health Strategy in
partnership with Time to Change Wales.

Development of evidence based actions that
support mental health and well-being in the
workplace.

Sickness absence data.
Employee survey.

Development and delivery of a Menopause
Action Plan.

An environment in which colleagues

can openly and comfortably instigate
conversations, or engage in discussions
about menopause. Everyone understands
what menopause is, and is clear on the
council’s policy and practices. Managers
will understand the potential symptoms
of menopause, and how they can support
women at work. Women with menopause
symptoms will feel confident to discuss it, and
ask for support.

Monitoring of action plan, both quantitative and
qualitative data.
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CIPD

PESTLE example for retail industry as at February 2023
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Strengths What do you do well?
What unique resources can you draw
on? What do others see as your

strengths?

Opportunities What opportunities
are open to you? What trends could
you take advantage of? How can you
turn your strengths into

opportunities?

‘Weaknesses What could you
improve? Where do you have
fewer resources than others?
What are others likely to see as

weaknesses?

Threats What threats could harm
you? What is your competition
doing? What threats do your

weaknesses expose to you?
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