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Executive Summary
Today’s operating environment is considered volatile, uncertain, complex and ambiguous (VUCA), this is a consequence of globalisation; technological revolution; demographic trends; consumer preferences and megatrends (CIPD, 2014; CIPD, 2018c). In order to succeed in such a demanding and dynamic business environment, organisations must demonstrate effective risk analyses to remain competitive and inform future strategic direction. 
A PESTLE (Political, Economic, Technological, Legal and Environmental) analysis is one such way in which organisations can forecast future threats and opportunities, which the external environment may present. Solely conducting a PESTLE analysis for this purpose has its limitations and challenged, therefore organisations should adopt a blended approach to risk analysis. A PESTLE analysis highlighted that Technology, BREXIT and demographic trends have a potential to impact future strategic direction at Swansea University (SU). As such SU should consider these trends when assessing their strategic direction. 
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1. Introduction

1.1 Swansea University

SU is a research-led University, which offers the “right balance between excellent teaching and research, matched by an enviable quality of life” (Swansea University, 2019a). As Swansea University propels towards its centenary year (2020) it has reaffirmed its mission to “compete successfully with the traditional ‘elite’ Universities” (Swansea University, 2015). A predominant way in which SU proposes to complete with the elite is by “providing an outstanding academic environment with a balance of excellence between world-class teaching and research, driving impact that is enabled by effective regional and global collaborations” (Swansea University, 2015).
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Figure 1. Swansea University’s Mission Statement (Swansea University, 2015).

As a third sector organisation (TSO), SU is governed by its board of trustees working with the Vice Chancellor (elect), Pro Vice Chancellors, staff and stakeholders to ensure that that the University’s objectives are met. SU’s HR function operates using the business-partnering model with centres of excellence in order to support corporate strategy (AP 001).


1.2 Rational

This report offers a critical examination of utilising the PESTLE analysis framework for the purpose of analysing the managerial and business environment in corporate and HR strategic planning at SU. The rational for the research is the unprecedented rate of change in the contemporary market. In order for organisations to remain competitive, it is imperative that they are able to respond efficiently and effectively to the pace of change (CIPD, 2014; CIPD, 2018c). 

Today’s operating environment is considered VUCA, the result of which is an operating environment, which is ever changing, with the pace of change making it difficult for organisations to respond effectively and efficiently (Bruce, 2018; CIPD, 2014; Deloitte, 2013). In order to succeed in such a demanding and dynamic business environment, organisations must demonstrate effective horizon scanning to remain competitive with HR leaders leading a prominent role (CIPD, 2019b; Currence, 2018; Farnham, 2015). 

In terms of organisational and HR Strategy, there is an increasing demand that an organisations people strategy simulate the overarching business strategy. As a result of today’s complex operating environment, TSO HR practices have developed a convergence to public and for-profit organisations due to funding pressures, and the need to be competitive (Baluch, 2012). 








2.	Discussion

2.1 Definitions 

Defining HR is problematic as there is no universally agreed definition. Farnham (2015) explains that the HR function and thereby its definition are contingent on the organisation which changes over time, steered by the context of the age. Contemporary definitions of HRM refer to an evolution from traditional personnel management to a distinctive approach and philosophy towards key people orientated objectives to seek a competitive advantage (Beardwell and Claydon, 2010; Farnham, 2015; Guest; 1987; Storey, 2007).

A distinguishing feature between traditional and contemporary HRM is the contribution to strategic development and implementation (Beardwell and Claydon, 2010). Whilst it is agreed that HR strategy is not new in management practice (Farnham, 2015; Kaufman, 2001; Storey, 2007; Thomason, 1991 as cited in Farnham, 2015), there is consensus that appropriately designed and implemented HR strategy can influence business success (Armstrong, 2003; Beardwell and Claydon, 2010; Brown, 2015; CIPD, 2019b; Storey, 2007; Ulrich et al., 2015).

Corporate Strategy
Similar to the literary debate amongst academics as to the true definition and nature of HRM, defining each facet of strategic development is challenging and not within the scope of this report. Simply, strategy can be interpreted as an approach (rational, emergent or incremental) where organisations conduct various analyses to inform strategic direction and formulation of strategy to achieve organisational objectives (Beardwell and Claydon, 2010; Farnham, 2015). At SU, the current strategic direction is intentional, structured and implemented from the top down and can therefore be described as rational (figure 2).  
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Figure 2. The rational approach to strategy (Farnham, 2015).

HR Strategy
Much of the literature concerned with HR strategy is focused on the strategic integration of corporate and HR strategy through approaches, theoretical frameworks and models (Armstrong, 2003; Beardwell and Claydon, 2010; Farnham, 2015). 
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Figure 3. Approaches to HR Strategy, best practice, best fit and resourced-based view (Farnham, 2015).

The models, theories and approaches are underpinned by the idea that any HR strategy is vertically aligned with the business strategy and the external context in which the organisation operates (figure 3). Horizontal integration refers to the alignment of the varying dimensions of the HR function including its policies and practices, and is a feature of strategic HRM. At SU, the HR strategic can be categorised as the best-fit approach.

The rational of this report has highlighted the complexity of the contemporary operating environment, with many of the complex issues managed by HR (The Access Group, 2018). To react accordingly and inform corporate and HR strategy, HR leaders are required to conduct a number of analyses of the external forces with the potential to impact the organisations position within the market. 

2.2 PESTLE Analysis

A PESTLE analysis is a framework used to assess the key external factors, which have the potential to influence organisational corporate and HR strategy. The CIPD (2018a) explain that the PESTLE analysis is one of the most effective frameworks due to its simplicity and flexibility. Practitioners who use the PESTLE framework can hope to understand the wider business environment by developing their strategic thinking. Strategic thinking will enable organisations to anticipate future threats and respond efficiently and accordingly. Conducting a PESTLE can also result in organisations monopolising on key business opportunities.  Limitations of the PESTLE analysis framework correspond with the simplicity of the data used in the decision making with the potential to result in ill-informed strategies (CIPD, 2018a). There is also a threat that because interdependent relationships coexist between the elements of the framework too much data can contribute to an ‘endless evaluation’ of the external factors (Sammut-Bonnici and Galea, 2014). Due to the pace of change, the longevity of the analysis will also be limited, therefore, a PESTLE analysis should be conducted on a regular basis. It is further recommended that practitioners conduct the PESTLE analysis collaboratively to gain multiple perspectives in order to yield more reliable results (CIPD, 2018a). 

In order to compensate for the limitations of the PESTLE framework, the literature suggests that HR practitioners use complementary strategy formulators such as SWOT and/or Porter’s Five Forces framework (CIPD, 2018b, Dobbs, 2014; Grundy, 2006). Briefly, due to word constraints, SWOT is the acronym for Strengths, Weaknesses, Opportunities and Threats. Like PESTLE, these factors form a framework of analysis for strategic planning and decision-making. Unlike PESTLE, the SWOT framework requires an internal analysis of the strengths and weaknesses of the organisation. According to MindTools (2019) the SWOT and PESTLE framework complement one another with SWOT focusing on the internal organisational position and PESTLE assessing the ‘bigger picture’. Combining the analysis can inform further development and strategic direction. A third strategic analysis (figure 4) tool is Porter’s Five Forces (PFF).
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	Figure 4. Porter’s Five Forces Framework (Grundy, 2006).
According to Porter (1980 as cited in Dobbs, 2014) “the collective strength of the forces determines the ultimate profit potential in the industry.” Grundy (2006) suggests that the five forces are interdependent to other strategy formulators and can be “developed into a more comprehensive and coherent strategy” (pp. 216). Utilising PFF in relation to TSO’s however poses some challenges. Brown (2015) argues that PFF as an analysis framework is primarily concerned with competitiveness and profitability, which has the potential to negate key organisational performance metrics, particularly in TSO’s.
A PESTLE analysis was conducted for the purpose of this report, with technological change, BREXIT and demographic trends highlighted as potential aggregators to strategic direction. 



2.2 Technological Change
The potential impact of technological advancement on the future world of work is a topic widely discussed in the literature. Opposing arguments range from a ‘utopian’ worldview where automation allows humanity to live freely to an alternative view where working lives are at risk with robots taking over a substantial amount of jobs (CIPD, 2019d). The global debate concerning the extent to which technology will continue to shape the world of work highlights that organisational leaders need to prioritise the topic on their strategic agenda (Acas, 2017; CIPD, 2019b; Deloitte, 2019; Higginbottom, 2018; McKinsey Digital, 2016; PWC; 2019; Stubbings, 2017). A CIPD research (2019d) suggests that employer decisions will shape the future world of work and thus the rational for placing “HR – and an effective people strategy… at the heart of decisions on integrating AI and automation with the world of work” (pp. 2). 

From an organisational perspective, technology has the potential to ignite extensive change in Higher Education Institutions (HEI’s). In order to remain competitive and recruit students, universities need to demonstrate that they are up to date with the latest tech (University Business, 2019). Virtual learning environments (VLE’s) and MOOCs mean that students can access education globally and 24/7 resulting in a HEI market that is more competitive than ever. 
From a HR perspective, a review of the literature highlighted a number of areas where HR should be involved in the formulation of corporate and HR strategies concerning technological change (figure 5).  
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Figure 5. Potential SU HR strategic involvement due to technological change.
2.3 BREXIT
There are approximately 438,000 international students enrolled at UK HEI’s, equating to 19% as an overall percentage (Beech, 2018a). This not only results in a significant amount of student tuition fees but benefits the UK and its organisations (HEFCE, 2017; HEPI, 2018; Levent, 2016). The continued growth of international students in the UK is subject to government policy. The current political climate in the UK is turbulent; this is because of BREXIT exacerbated by difficulties in agreeing a deal. Political instability has the potential to negatively affect student recruitment in the UK. 
The threat BREXIT poses on SU’s rational organisational strategy is such that the current objectives may not be met as a result of barriers introduced my government policy. HR strategy will also need to evolve in response due to its alignment with corporate strategy.
2.4 Demographic Trends
Demographic trends are high on the agenda at most UK HEI’s. In the six years between 2010 and 2016 there has been a significant decline of 18 years olds in the UK (coined the demographic dip) resulting in an ever competitive recruitment market (Beech and Bekhradnia, 2018). Whilst the demographic dip is due to halt in 2019 however there are other demographic trends to consider. A second trend is that more 18 year olds are enrolling at University immediately after completing their level 3 qualifications (Beech and Bekhradnia, 2018). This trend is highlighted by the 0.5% decrease in 19 year old and older admission in 2017 (HESA, 2018). 
From an employment perspective, demographic trends have the potential to influence the retention and recruitment of employees. Today’s labour market is described as ‘the multi-generation workforce’, highlighting that there is the potential for various generations to be employed alongside one another. This can be attributed to:
· healthy life expectancy - UK statistics from 2008 to 2012 indicate that people are healthier for an additional 2 years with the potential to work longer (Flynn, et al. 2012). The ONS (2018) predicts that more than a quarter of UK residents will be 65 within the next 50 years.  
· decrease in birth rates - Whilst the UK birth rates have decreased, the comparable death rates have decreased indicating that people are living and potentially working for longer (Flynn, 2012; ONS, 2019a). 
Demographic trends have in recent years had a measurable impact at SU. Due to the demographic dip, SU need to make a saving/generate more income to the value of £11.2 million to ensure financial performance. This begs the question that had this threat been appropriately assessed and strategy developed in response then perhaps this shortfall could have been incrementally rectified in previous years. HR at SU can be impacted directly and indirectly by demographic trends. Student numbers will indirectly affect HR workforce planning, l&d, change management and management practices such as performance. The demographic trends affecting employees at SU and of course the labour market have a direct impact on HR strategy indicating need for contributions to overall strategy. 


4. Conclusion & Recommendations 
SU like all organisations is operating in a VUCA environment, this poses significant challenges due to a number of external factors. The pace of change as a result of these factors means that the senior management team including its HR leaders should work collaboratively when analysing trends that have the potential to influence organisation and HR strategic direction (CIPD, 2018c). 

Recommendation 1
· Working groups to include senior members of staff, HR Business Partners, administrative staff, legal team and students to cumulative methods of analyses assigned to particular areas of concern and in assessment of the organisational overarching strategy (Farnham, 2015).
· Consider operating a hybrid strategic approach, which allows for deflection and emergent strategies based on the findings of the collaborative analyses.

A PESTLE analysis has highlighted that SU is susceptible to change as a result of technological advancement, BREXIT and demographic trends. These trends have the potential to influence SU’s strategic direction due to opportunities and threats.
Recommendation 2
· A strategic network perspective focus, working collaboratively with partnering organisations to develop knowledge of the wider contexts of threats and opportunities (Beech, 2018b).
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It showed how ‘competitive rivalry’ — the
central box of the model — is very much a
function of the other four forces.

o It oversimplifies industry value chains: for
example, invariably ‘buyers’ may need to be
both segmented and also differentiated
between channels, intermediate buyers and
end consumers.

It fails to link directly to possible manage-
ment action: for example, where companies
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