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Executive Summary
The purpose of this report is to highlight the use of the external analysis tool PESTLE and how it can aid the strategic planning of an organisation. It is then used to examine three of the six PESTLE factors that are currently having an impact or will continue to impact the organisation. The identified factors include: political, technological, and economical. It was found that the political and economical factors currently identify threats that the organisation has to resolve in order to aid the strategic direction of the business. On the other hand, developments in technology highlight opportunities for new strategies to be implemented that can benefit customer service. 
There are three recommendations that are presented in response to the findings of the PESTLE analysis and why these should be introduced by the organisation. These include: sourcing a new supplier, software development for customer service, and a low cost own brand range developed. 
Company Profile 
Wilko is a hardware retailer that sells a variety of products. There are 416 stores across the UK and an online website that delivers. Products can also be found on Amazon for an alternative purchasing option. The organisation consists of over 15,000 employees ranging from stores to head office, this also makes it a large enterprise.



Introduction
PESTLE is an analytical tool that can be used by organisations to examine external factors that can have an impact on the strategic decisions that the organisation makes (CIPD, 2021). The six factors that are used for the external analysis consist of: political, economic, social, technological, legal, and environmental factors. By finding which of these factors has or will have an impact on the organisation, it will be able to address any opportunities that are available because of undertaking the analysis (CIPD, 2021). On the other hand, PESTLE analysis can be used to try to reduce any risks that are highlighted from using the tool. 
The factors of PESTLE will have different implications for businesses depending on what is being investigated. The type of organisation, the size, the structure and how it operates will also impact how the information collected from the PESTLE analysis is used within the organisation’s overall strategy (Qehaja et al., 2017). 
Critical analysis of PESTLE as a way of analysing the business environment
PESTLE can be used as a positive tool for analysis as it can help to prevent organisations from investing in new ventures or projects that will fail due to circumstances outside of their control (Rastogi and Trivedi, 2016). It has been argued however that PESTLE analysis as a strategic planning tool may be too simple and require other strategic management tools to examine the external environment (Ho, 2014). 
Additionally, as a strategic tool, PESTLE can help an organisation to understand the environment that it is currently operating within and how the wider context can impact business direction (Perera, 2017, pp. 4-6). However, to remain up to date and be an efficient tool for strategic management, the analysis will have to be undertaken on a regular basis due to the factors of the external environment being capable of changing at a fast rate (Dinçer and Yükse, 2019). 
There are also alternative external analysis tools that can be used for strategic management planning within an organisation. Whilst PESTLE is concerned with the six factors: political, economic, social, technical, legal, and environmental, the alternative analysis of STEEPLE also includes the factor of ethical (More et al., 2015). This is a crucial factor for organisations to consider as being seen as an ethical business can impact the image of the organisation through enhanced customer relations and provides values for employees (CIPD, 2022). This can affect the strategic operation and HR planning of an organisation, therefore developments in the external environment regarding ethics may be a further consideration for organisations to look into when conducting a strategic analysis. 
Factors impacting Wilko:
Political 
There are a number of areas within the political factor that are having a direct impact on the organisation currently due to operating within the retail environment. The main topics that are investigated when looking at political factors as a part of PESTLE include government policies and change, foreign trade policies, trading regulations, tax policies, and political stability, as some examples (Washington State University, 2022). 
One of the biggest political factors that has had an impact on the organisation and continues to do so is Brexit. Since the UK left the EU in 2020 it has caused several changes to how Wilko operates as a retailer in relation to overall operation, supply chain and workforce. 
As a result of leaving the European Union, retailers must pay VAT on importing stock into the UK as they would with those countries outside of the EU (Gov.UK, 2022). As a result of this, the overall cost of receiving stock into Wilko distribution centres has increased as most suppliers are within European Union countries. Therefore, like other retailers dealing with the impacts of Brexit, the costs of these products have seen a price increase to offset the rise in import costs. This has resulted in the ‘Stay Low’ tickets and signage being removed from stores as the prices on basic products have risen (Clarke, 2021). 
As a result of this, customer footfall has fallen as products are either unavailable or have become too expensive, with consumers seeking cheaper prices elsewhere. It has been found that 77% of companies have been affected by the deal and as a result, have not seen sale increases, with over half also finding it difficult to adapt to the unfamiliar environment (Foster, 2022). This makes it difficult for the organisation to continue to run as a discount retailer when core products that are known for low prices can no longer be categorised as such. 
In addition to the reduction in customer footfall to the physical stores, Brexit has also had an impact on the online area of the organisation as Wilko suspended shipping of its products to Northern Ireland (Wilko, 2022). Although there are stores in Northern Ireland, the product selection is not as wide as the online ranges, which is why customers may have chosen to shop online, supplying another form of income for the organisation. Online shopping tends to lead to more sales as customers make added purchases to cover the delivery fee. However, the courier service Evri that provides the delivery service for Wilko customers, explains that due to Brexit, there will be 20% VAT on all transactions shipped to Northern Ireland, the products will be treated as exports and liable to duties and taxes which are the responsibility of the customer to pay, and specific documentation will be needed in order to get through customs border checks (Evri, 2022). 
The shortage of HGV drivers has had a continued impact on the organisation being able to fill stores with stock, with a number of larger stores having multiple deliveries a week, now reduced to one or two. This is due to the UK not being part of the EU single market, where previously those from European countries that worked as drivers could enter and leave as they pleased (BBC News, 2021). With drivers employed at Wilko distribution centres working under agency contracts for transport Wincanton, a considerable proportion of these drivers left. As a result, the roles have still been left empty with a focus being placed on recruiting more employees for the warehouses to pick stock for deliveries and drivers to deliver it.
The issue that is being faced by HR because of this part of the factor is that Wilko is unable to compete with the ‘signing on’ bonuses that are being offered by some organisations to entice potential employees to work for them. Wilko distribution centres are offering a £250 referral bonus to current employees for recommendations and the same amount for those who start work (Bell, 2021). However, organisations such as M&S have offered £2000, and Tesco £1000 for new drivers (Jahshan, 2021), which is difficult to compete with.
A final political factor that is currently having an impact on the strategic direction of the organisation is the war between Ukraine and Russia. This is because it has caused disruption to the manufacturing of the pet food made by Purina, which is bought by Wilko. The pet food that is manufactured in Germany has been unable to meet the demand as the main supplier of gas to the factories in Germany is Russia. Germany had previously relied on Russian imported gas to make up 55% of its supply, which was used in numerous manufacturing operations (Oltermann, 2022). The result of this is that there has been a 0.5 million loss on the pet category for the organisation in most recent period (John, 2022). This is due to lack of availability on branded pet ranges such as food and treats under the names of Felix and Bakers. 
Following on from this, employees in stores are having to deal with complaints from customers because of the empty shelves and consistent unavailability of products that have been easy to buy previously. This has a negative impact on the image of stores as customers will continue to shop elsewhere is availability continues to be a prominent issue over the next few months. 
Technological
The technological factors of PESTLE can cover a range of elements. There are innovative technologies always appearing, and can be developed at a fast pace, creating change for organisations, therefore, affecting how they must operate (CIPD, 2021). These can cause the direction of operations, production, marketing, communication for example, to change because of technology developments. 
Recently Wilko has seen new ways to shop be created by competitors for their customers, making it easier for these customers to get the products that they want. This also aids the number of sales that these organisations are generating, allowing them to become more profitable and competitive whilst operating within a difficult environment at present. An example of this has can be seen by competitor B&M, whereby they have generated an app that allows customers to see discounts on products whilst they are shopping and check the prices of items if they are unsure using a built-in barcode scanner. The use of this can also help to free up employees to complete their tasks as they may not have to complete price checks as often or be needed for customer assistance on the shopfloor, allowing for greater productivity. 
Another technological factor that is being used by competitors that could change the strategic direction of Wilko is the introduction of ‘click and collect’. This is a shopping choice that similar retailers to Wilko have brought into stores as a way of generating more sales and listening to what consumers want. It has been found that there is a demand for this form of purchasing as it enables customers to browse the items available to them, pick up when they are able to, and prevents a wasted journey into a store if they do not have the products desired in stock at that time (Hyken, 2022). If a customer is coming into the store to collect, they may also pick up more items whilst there, further adding to the sales generated from operating click and collect. McKenzie et al., (2018) also argue that the use of this type of technology can provide an organisation with a greater insight into shopping habits of its customers, allowing for trends to be tracked and improvements made where needed. 
However, Wilko would have to ensure that there is demand for this feature and whether it would work in all stores across the UK as they vary in size and customer base depending on the location. There is also an initial cost involved in implementing such technology in stores, currently operating at a loss, it would have to be considered if such technology would be that beneficial to the organisation. There would be development costs, maintenance costs, data collection and data storage which would require a new software package, as well as safe storage of customer data due to GDPR (Vučenović, 2018). 
A final technological factor that is currently impacting the way in which Wilko could move its strategic direction is the development of online customer service support in the form of a ‘chat’ option. This development in technology is beneficial for retailers as customer service is a significant aspect of their operations. It has become more common for retailers to move away from the outdated customer service helpline for customer enquiries and support. This is because consumers do not have time to wait on hold for an operator to answer their call, they need a quick response. Research has found that the most common form of technology used to aid customer service is a text-based reply system with these seeing the most advancements made to the systems being put in place (Antonio et al., 2022). The use of this form of technology by other retailers has enabled them to deal with simpler customer queries at a faster rate without the use of an employee, this can help to separate who the customer must contact depending on the type of assistance they require- online support vs human contact centre. 
The benefit of this type of technology is that it can also reduce the pressure on those working in head offices or contract centres as they will receive less complaints because of customers being able to find a solution through different channels. The overall impact of this is that it can help to build a better reputation of customer service, which helps the strategic direction of the organisation as it builds a better relationship and more trust with the customer (McLean and Osei-Frimpong, 2019), they know that should they encounter a problem it will be dealt with efficiently. 
Technology is an external factor that will continue to have an impact on Wilko as it is always moving forward. Research has found that if a customer is viewing the organisation's website from a mobile phone, 50% of these customers will expect to see a live chat option available to them (Macdonald, 2022). This is something that could potentially impact the perception of Wilko customer service and sales as there is no form of online support for customers. Additionally, the use of technological developments like live chat provides customers with better response times, for example, an email response can take up to 17 hours on average for a customer to receive, whilst the live chat average is only 2 minutes (Macdonald, 2022). However, this requires employees to be available for these customers as further research found that 21% of queries made on 1000 websites went unanswered, which can damage customer service reputation (Macdonald, 2022). These are factors that should be considered by the organisation moving forward and how technology can be used to improve the overall strategic direction of the business. 
Economic
There are various economical factors that can be analysed and how they have an impact on organisations. Some of the topics that are investigated with this external factor include the growth or decline of the economy, wage rates and minimum wage, the cost of living, and unemployment (CIPD, 2021). 
In recent months, one of the economical factors that has been affecting Wilko and will continue to have an ongoing impact is the current cost of living crisis that is being seen in the UK. This cost-of-living crisis can be summarised as the decline that has been seen in disposable incomes that society has available, caused by high inflation and tax increases (Hourston, 2022). The impact of this is that customers will not be able to spend as much on items that are not seen as essential purchases due to the reduction in disposable income. It has been found that as of September 2022, 87% of households in the UK reported that their cost of living has increased, compared to 62% in November 2021 (Clark, 2022). The result of this is that it could lead to a reduction in overall sales for the organisation as customers will not be inclined to make impulse purchases when shopping in stores or pick up more than the items they came in for. The overall spending from consumers on retail has fallen by 0.8% on the previous year, with the number of items per basket also reduced due to the need to stay within budgets (Elliott, 2022). 
Another impact that this could have on the organisation is that as a retailer that sells products in a variety of categories, those seen as unnecessary but have a higher profit margin may impact the overall profitability of the organisation if they are not being purchased by customers (Saint-Marc, 2022). This would be seen in areas such as the homeware ranges, kitchen appliances, and DIY as customers with less money to spend would not be buying in these areas as much. 
The cost-of-living crisis would also have an impact upon the brand loyalty of consumers, as this would be reduced because of customers wanting to find the items that they need at the lowest price. This increases the level of competition between Wilko and other discount retailers who sell comparable products. As a result, FMCG items would have to be placed on promotion more often to keep up with the pricings of competitors and appeal to the customers. 
The current wage rates within the UK are another economical factor that continues to impact the strategic direction of Wilko’s operation and HR department. The current national minimum wage is set at £9.50 an hour for those over 23, set to rise to £10.42 as of April 2023 (Gov.UK, 2023), at present Wilko offers as a standard rate to all level 1 employees in stores of £10 an hour. To continue being perceived as an employer that pays above the national living wage to all age bands of employment, the hourly rate will have to increase again. The impact of this rate being changed by the government is that it will create additional wage costs onto the organisation which is currently struggling after reporting a loss before tax to January 2022 of £36.8 million (Wilko Ltd, 2022). However, Wilko is not the only organisation that is being affected by the current economic conditions as 25% of businesses report that they are unable to continue raising employees pay due to the instability of the economy (Howlett, 2022). Although Wilko would pay the minimum as it is a legal requirement, currently offering 50p more than the minimum creates attraction to the organisation for potential employees. 
The impact of this is that if competitors can offer better pay in comparison, there is potential for the organisation to lose employees, increasing the level of turnover figures. As a continuation from this, the HR department would see increased costs through leavers pay for any untaken holiday allowance, as well as time having to be taken to recruit again for these roles. Findings distributed internally to Wilko employees from the GMB union discovered that the base rate of pay that is currently offered by the organisation is one of the lowest when examined against competitors and other national retailers (Houghton, 2022). Due to the cost-of-living crisis and rates of pay, employees would consider finding alternative employment opportunities to match the current circumstances that are present in the economy. 
The economic factors will continue to have an impact on the strategic direction of the organisation’s operation and HR planning due to the uncertainty that is presented within the economy now, especially as a retailer that operates primarily from physical stores. The overall input this will have on Wilko will have to be monitored and responded to as needed in order to deal with any threats or opportunities that are presented. 


Conclusion
To conclude, PESTLE can be used as a positive external analysis tool for organisations to understand what factors are having an impact on their operations, including both opportunities and threats, enabling decision makers to act accordingly with the information obtained (Rastogi and Trivedi, 2016). From the three PESTLE factors that have been identified as currently influencing the organisation, it can be said that the political and economical factors identify threats, whilst the technological factors indicate that there are opportunities that can be explored. If acted upon, these influences could help continue to develop the strategic direction of Wilko in a way that benefits employees and customers as a result. 
Recommendations
1. Source an alternative supplier of long term out of stock lines.
The reason for this recommendation is to provide more choice for customers of certain product lines that the organisation is finding difficult to order into stores, currently there are 37 lines of pet products (Store Dashboard, 2022). This will help with the way stores look, creating better appearance on the shelves as lines on pet food and treats are empty, and will provide better availability for customers. It is hoped that this will increase sales as these areas have been previously strong areas for customer spending. 
Cost: 
The costs involved with this would involve ending the contract early with the current supplier of the branded pet food supplier for example and negotiating a new deal with a supplier that can provide a branded range to stores. 
2. Develop an online ‘live chat’ support service for customers.
This is now an almost expected feature for customers when shopping with organisations online. It can help to improve the level of customer service that is offered and help to resolve issues such as missing items from orders or returns away from the general customer enquiry phoneline. Another benefit of implementing this would be that live chat could allow operators to deal with more than one customer at a time (Grills, 2018), unlike the phoneline which has one operator to one customer.
Cost: 
The cost of implementing this would include the wages of programme developers to create a live chat function on the website, training of employees within the IT department to use and deliver the service, and continued maintenance of the programme to ensure it works as it should. 
3. Reintroduce an essentials range to help customers with cost-of-living crisis. 
This range would create a reduced cost range of items that customers need but would be at a more affordable rate to keep footfall up in stores and increase items per basket. It would help customers during the cost-of-living crisis where they have less disposable income and would help with competitiveness by creating products similar to supermarket own brand ranges. This is an option that has been developed by a number of competitors recently (Nazir, 2022). This would take the longest time to implement due to product design and manufacturing. 


Cost: 
The costs would be associated with creating the products through the design and manufacturing teams; however, Wilko ranges are already available, therefore finding a manufacturer for production will be less costly. There would also be costs from marketing the new range to the target customers. 
These three recommendations have been presented in order of priority as to how the organisation should respond to the findings of the PESTLE analysis factors that have been identified. To implement all recommendations would be to do so in the short term to enable them to respond to the findings. 
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