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Executive Summary


The purpose this report is to critically evaluate the current business environment and their influence on Human Resource Management in relation to Cardiff Council.  The report will provide an introduction into the origins and development of Human Resource Management followed by a critical evaluation of the external factors which affect the business environment in the form of a PESTEL analysis.  Following this, the report will provide an evaluation of the internal factors which affect Human Resource policies, procedures and processed adopted by Cardiff Council through the use of a SWOT analysis.





























Introduction to Human Resources Management (HRM)

Human Resources Management (HRM) “is a comprehensive and coherent approach to the employment and development of people … it involves the application of policies and practices in the fields of organisation design and development, performance and reward and the provision of services that enhance the well-being of employees” (Armstrong, 2014, p1).  Human Resources (HR) has significantly evolved since its roots, which can be traced back pre-historic times, whereby the strongest individual was selected and practice of health and safety while hunting food was passed down through the generations.

The Industrial Revolution saw the emergence or Personal Management (PM) with organisations growing in size and expected to mass produce production on a large scale.  The PM approach “refers to a set of functions or activities (e.g.) recruitment, selection, training, salary administration, industrial relations)” (Rotich, 2015, p59), which deals with issues as and when they arise, it is therefore a short term, reactive approach which does not plan for the future.

Post World War II saw businesses evolve and a progression from PM to HRM.  HRM saw employees recognised as more of a ‘human resource’ and ‘assets’ who possess knowledge, skills and are the future of the organisation (Rotich, 2015, p63) and therefore developed their policies and procedures to reflect an approach to employee development and engagement.  Unlike PM, HRM focuses on a long term, proactive approach with an emphasis on goals and objectives.  

Today, following globalisation and with the increase of technology, organisations implement Strategic Human Resource Management (SHRM) approach.  Globalisation has meant that organisations need to be proactive, not reactive and aligns their HR practices with the organisation’s long terms goals.  SHRM recognises the strengths that employees bring to an organisation and anticipates their needs and development which focusing on gaining a competitive advantage by ensuring that the workforce are skilled and motivated.
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(Figure 1, Wongwisidth. R, 2014)

The above diagram illustrates how SHRM has moved away from administrative tasks traditionally associated with HR, such as payroll and maintaining personal records, to an area more focused on performance enhancement (training and development) and the organisations strategies.





















PESTLE Analysis of Cardiff Councils External Factors
 
Political Factors
Jurdi-Nakra and Pak (2023, p618) suggest that organisations are “political arenas”, with this in mind, it is hard not to consider how the fast-paced political environment has affected HRM.  One of the most common political factors which affect organisations is the National Minimum Wage increase.  April 2025 saw a 6.7% increased to £12.21 an hour, which equates to £1,400 per year for full time employees over the age of 21.  National Insurance contributions by employers rose by 1.3%, while Statutory Sick Pay increased by £2 and Statutory Maternity / Paternity pay rose by £3.15.

The above financial increases, as well as the economic factors below, will have an impact on Cardiff Council budgets and recruitment, due to seeking cost savings where possible.  Cardiff Council has proposed a reduction of 65.38 Full-Time Equivalent (FTE) posts through either deletion of vacant posts, redundancy or retirement (Cabinet Proposal, 2025, page 40) to save money on salaries, and some service budgets have been decreased.

Economic Factors
The City of Cardiff population has grown significantly in the last 20 years, from 357,00 in 1987 to 492,000 in 20224 (Population Stat, 2024), this had led in an increase in requests for services and is one of a number of factors which has contributed to a housing crisis in the city (Homelessness Consultation, 2024).  The increasing demand for services has meant certain service area budgets need to be increased, and therefore, taken from other service area budgets.

The UK economy has been declining since 2021, when it stood at 8.6%, in 2024 it stood at 0.9% (shown in figure 2).  A low economy can lead to higher inflation rates, increased unemployment and supply chain disruptions which can, and have in the case of the UK, lead to a cost-of-living crisis.
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(Figure 2, ONS, Gross Domestic Product: Year on Year Growth, 2025)

Economic downturns have resulted in the above-mentioned cost saving employee initiatives being implemented within Cardiff Council, and skilled workers have been seeking opportunities within other organisations.  

In order to address concerns from employees, HR departments need to ensure that careful planning and consultation takes place regarding any recruitment freezes or redundancies, transparency is key to employee morale and engagement (CIPD, 2021, page 3).  Innovation and adaptability need to be implemented to ensure service areas can assist with solutions to challenges the organisation face.   

To assist employees with the cost-of-living crisis and promote equality, as noted in their Pay Policy Statement 2024/2025, Cardiff Council has been accredited as a Living Wage Employer by the Living Wage Foundation to ensure its lowest paid employees do not receive the National Minimum Wage but instead receive the Voluntary Living Wage.

Social Factors
Covid-19 saw a shift in priorities for many employees, with a work life balance becoming more important.  A survey of 26,000 workers across 35 countries indicated that work life balance was the highest-ranking consideration for staff with 83% (Partridge, 2025).  To address the pandemic, Cardiff Council moved all non-essential office staff to home working, something previously associated with managers.  While this was originally viewed to be short-term, 5 years after the pandemic many staff still work from home.  Research conducted showed there was an increase in productivity due to home-workers motivation to show the new method of working suits their needs (Policy Review and Performance Scrutiny Committee, 2022).

Aging populations and increasing retirement age are resulting in staff staying with organisations longer than they have previously.  Until 2010, the retirement age for women was 60, and 65 for men, 2020 saw this increased to 66 for both men and women, with further increases proposed to 67 in 2006 and 68 in 2028 (UK Parliament, 2023).

With the emergence of Gen Z workers, Diversity, Equity and Inclusion (DEI) along with mental health has become more important employee retention.  Cardiff Council has pledged that DEI will be at the core of the Council’s processes (Cardiff Council, 2024, page 2).

Technological Factors
Technological advancements aren’t anything new to organisations, technology has been advancing for decades.  What is new, is the volume of technology and the fields in which technology now incorporates.  

Technology advancements improve communication and collaboration within organisations.  Covid-19 saw employees adopt hybrid / home-working models, which increased the need for employees to be able to communicate with colleagues and find new ways to collaborate with partner organisations.  In order for Cardiff Council to be able to do this effectively, the organisation introduced the use of Microsoft Teams.

Legal Factors
Regulations influence the behaviour of organisations and determines how it achieves its social, environmental and cultural goals (Institute for Government, 2024).  These regulations are regularly reviewed and updated, meaning an organisation needs to be adaptable, and ideally, looking ahead to changes which may be implemented.

Organisations need to consider compliance with legislation such as Data Protection Regulations, Health and Safety, Equalities Act, Employment laws and anti-discrimination laws.  Failure to comply with legal requirements can result in financial penalties, organisational disruption and damage to its reputation.

Environmental Factors
Environmental issues are at the forefront of many organisational discussions.  Climate change is a topic that is gaining more momentum, especially with younger generations.  Research conducted by the Centre for Climate Change and Transformations (CAST) found “an overall pattern of higher levels of climate related beliefs, risks perceptions and emotions among younger generation groups” (Cardiff University, 2023).  Organisations need to be aware of this when it comes to recruiting as showing commitment to climate change and other environmental factors may influence individual’s decisions to apply for a position.

Cardiff Council has shown its commitment to environmental issues with its ‘One Planet Cardiff Strategy’, which outlines its proposals to ensure that Cardiff is a carbon neutral city by 2030.








SWOT Analysis of Cardiff Councils Internal Factors

Strengths
· Alignment of Organisation Goals – Gede and Huluka (2023) highlight the importance of aligning organisational goals and believe it allows “harmony relations and transparent communication between lower and higher-level administrators and staff ... to achieve a unified goal through effective communications”.
· Identify Training / Recruitment Gaps – Identifying training and recruitment gaps in organisations, if analysed correctly, can assist organisations in ensuring that they fill any gaps in these areas, making sure that organisation has fully trained staff in all necessary areas.
· Specific Training / Development - Puspita and Nurhalim (2021) state “training and development can encourage staff to handle heavier tasks, responsibilities and obligations”.  Aside from this, conducting employees career ambitions can help organisations look at specific training for the employee and therefore increase their satisfaction within the organisation.

Weaknesses
· High Employee Turnover – Al-Suraihi et all (2021) note that high employee turnover is a permanent problem for organisations.  They believe that the consequences of this is high recruitment costs, lost labour time while recruiting, lost productivity and reduced innovation.
· Outdated Technology – Outdated Technology can put organisations at risk of cyber attacks due to not being compatible with the latest security measures (National Cyber Security Centre).

Opportunities
· Employee engagement – “Employee engagement is recognised as a contributor to business success” (Robinson Et al, 2004).  Taking the opportunity to engage employees can lead to a shared belief in the organisations goals and provide transparency between managers and staff.
· Technological Advancements – “Technology provides opportunities for organisations to improve business outcomes and make work better” (CIPD, 2024).  Taking advantage of advancements in technology can help organisation free up employee time by taking over administrative tasks and provided automated analysis into the organisation’s functions and the business environment in which it operates.
· Inclusive Workforce – As previously mentioned EDI is high on the priority list for employees, providing EDI training and policies for employees shows a commitment to providing an inclusive place.
· Skilled Workforce – McKinsey believe that “skills-based hiring creates a more resilient workforce and can be an effective strategy for employers”.

Threats
· Changing Legislation – “Changes in regulatory legislation can alter a business’ prospects if the company can no longer service their customer base” (Hayes, 2022).  These changes may impact an organisation’s ability to future plan. 
· High Technology Costs – If you want the best technology, you have to pay high costs.  While to initial output is high, the benefits over the long term would outweigh this.  However, with today’s economy, some organisations cannot afford the initial cost.





























Conclusion

It is clear to see from the PESTLE analysis that one field cannot be analysed on its own, and a number for fields field into another.  For example, the current economic environment influences an organisations budget and can determine where more money is spent.  Organizations such as Cardiff Council are in place to provide services to the citizens of Cardiff, which means its finances are prioritised for the needs of the citizens.

Without the financial backing, organisations are unable to take up opportunities for new technology and risk their HR departments becoming static.  Organisations today should be focused on being adaptable to future needs and situations, many organisations were unprepared for Covid-19 and the Office for National Statistics state that 332,620 UK businesses closure down during 2020.  Part of the forward planning should take into consideration the increasing working / retirement age.  While this increase means that organisations are retaining skilled workforces for longer, the technological advancements mean that older staff members may not embrace the technology as they are less confident.  HRM needs to find ways to ensure that the older workers do not feel discriminated against and receive the appropriate training and support to ensure they are still able to continue in their post.  The Recruitment Company suggest this could be in the form of ‘reverse mentoring’ whereby younger colleagues provide training sessions, while older colleagues share their knowledge in their role, thereby ensuring that both workers feel valued and respected.

Another crossover is social and environmental factors, where can feed into each other.  Helbich, 2018, states that “environmental exposures (e.g., green space, noise, air pollution, weather conditions, housing conditions) might trigger mental disorders or be protective factors, facilitating stress reduction, mental recovery, etc”, individuals are become more socially aware of this, and it should not be overlooked by organisations.  Deloitte found that a survey of nearly 23,000 people born between 1983 and 2004 across 44 countries, have changed roles due feeling their organisation was not showing commitment to the environment.  In order to recruit and retain staff, organisations need to be proactive in areas such as reducing their carbon footprint and increasing recycling.

HR departments work for the benefit of the organisation and employees, therefore needs to be at top table within organisations.  HR needs to be part of the conversation for future planning and aligning the needs of the organisation and the employee.  Without this, an organisation risks alienating its workforce by not being transparent and putting the wellbeing and development of employees to the bottom of the priority list.

HRM needs to be futureproofed, current HR models need to be looked at to ensure they are able to react to the internal and external factors discussed within the PESTLE and SWOT analysis.  Ensuring the operating model is agile enough to identify and address potential risks before the cause organisational disruption.
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