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The major environmental factors affecting organisations
Greens Carpentry & Building Services Ltd


Green’s is a bespoke, high-end, residential building contractor based in Mumbles, South Wales. From grade listed renovations to entire new build projects, Green’s delivers turnkey solutions whilst ensuring that the highest possible standards are met on all aspects of a project.[image: A blue house with windows
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Glossary of Terms

GCBS – Greens Carpentry and Building Services (The Organisation)
PESTLE - Political, Environmental, Social, Technology, Legal, Environment








































Executive Summary

The aim of this report is to identify, critically analyse and understand external factors that can affect the functioning of GCBS. To perform this analysis the PESTLE tool was adopted. PESTLE Anacronym refers to the factors that are analysed: Political, Economic, Social, Technological, Legal and Environmental (CIPD, 2021)
The PESTLE analyses presented in this report focus around the current and future Economic, Social and Technological opportunities and threats that can impact the GCBS 2022 business strategy (Greens Carpentry & Building Services Ltd, 2022) making recommendations to take the business forward into 2023 and beyond. 
From an Economic perspective analysis has focused on inflation and the foreboding recession - how this impacts the customers/pipelines, rising costs in materials and labour wages, with a nod to the fact that the industry is facing a skills shortage and losing a cohort of older experienced workers. 
Social factors centre around the point briefly discussed in our economic challenges; GCBS has an ageing workforce. GCBS does have the ability to attract apprentices, but the company needs to retain them and faces the challenge of apprentices not being adequately trained, with a lack of mentorship which is having an impact of their motivation and skill development. The business needs to develop a strategy to keep the older workforce in work for longer, keeping them healthy and engaged is a priority.
The final PESTLE analysis in this report details Technology and how GCBS can use Technology, specifically Construction Management Software to improve internal communications, manage client expectations and give GCBS a stable future where technology will play a huge part in attracting employees, streamlining systems, the ability to control costs and communicate and collaborate with stakeholders.
The recommendations derived from this report are ranked in order of importance of external threats and opportunities and their impact on the business. The immediate needs are to develop sound strategies to future proof the business, including the sales strategy to arm the business for impending recession, Ageing workforce strategy to protect our current skills and plan for succession and a Digitisation strategy to bring software into the business to assist in communication, cost control and time management that will lead to increased profit margins.
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Introduction
PESTLE has been used in this research to understand the impact of external factors on the macro environment that influence GCBS and their effect on the GCBS business model, growth trajectory, business case and market strategy (Deloitte, 2020) By identifying and reflecting on 3 key factors that will influence GCBS the business can strategically act on them, utilising the opportunities and anticipating the risks (PWC, 2014) In this report Economic, Social and Technology factors have been researched.
These factors are key to understanding the construction industry context, providing relevant knowledge about current and future trends, allowing to define in advance the strategy to follow. It is the external factors that are beyond the control of GCBS as less information is available and is the reason construction projects become vulnerable and incur losses (Scott, 2018) 

In broad terms PESTLE analysis is a business strategy that aims to define the external factors affecting the businesses’ ability to compete. This approach to business strategy implies a primary focus on looking outside the business at the external Political, Economic, Social, Technological, Legal and Environmental factors and identifying changes and trends in that environment. The task is to shape the organisation to respond to market opportunities arising from the changing environment (Glynn Lowth, 2010) You apply the research to your business and understand what is standing in the way of success. It is common to conduct a PESTLE analysis before serious decisions, understanding all the influencing factors is the first step to addressing them (Ghunaimi, 2018). 

 














Economic – Inflation

Inflation is a major challenge for the construction industry, leading to increases in the prices of building materials, hiring rates of machinery, consultation fees, and other inputs to construction projects. It may delay project completion, increase construction costs, and reduce profit margin (Branson, 2022).
COVID-19 exacerbated pre-existing problems and this year’s geopolitical disruption, soaring inflation, supply-chain chaos and escalating energy and raw material costs haven’t helped (Boddison, 2022) 
 
GCBS is a bespoke, high-end residential building contractor, with a refurbishment maintenance & Joinery division, the focus is on the luxury end of the market (Greens Carpentry & Building Services Ltd, 2022). Current thinking, the clients have no financial worries and are not impacted by the cost-of-living crisis, however client businesses that are funding projects could be facing the sharp end of the recent recession. If customers lose their jobs or companies, they will spend less on luxury goods (Sherman, 2019) 
Falls in real wages and further rises in interest rates, will lead to further falls in consumer spending decisions. Wider uncertainty around the UK economy means demand for private housing new build, repair, maintenance, and improvement is expected to fall (Construction Products Association, 2022). 
There are key factors that GCBS need to address.
Expected interest rate hikes could cause further misery for GCBS, who took on more debt to get through the pandemic. Poor cashflow is an endemic problem in the construction industry so it does not take much to undermine the solvency of construction companies (Gayne, 2022) 
GCBS would find themselves having to compete more aggressively for work, and all factors equal, that would squeeze profit margins (Construction Executive, 2022) 
ONS 2022’ latest data release reveals new orders in construction fell in the second quarter of the year, order volumes are lower than the 2019 average (Branson, 2022) 
The biggest impact at GCBS will be the cost of materials, and retaining and recruiting staff, acknowledging the rise of inflation and impact on the cost-of-living crisis for the employees.

Materials

Lumber, steel, and other materials critical for construction projects have experienced skyrocketing price hikes. While the root of the problem was supply chain disruptions due to the COVID-19 pandemic, new geopolitical challenges put further pressures on pricing, it becomes difficult to control costs on a fixed price contract signed 6-12 12months previously (Outram, 2022) 
 
Prices of materials have leapt from a steady 15% to 110% on projects using standard materials. This is even more extreme on bespoke projects that use specially designed materials (Rose, 2022) a factor which is relevant to GCBS bespoke offering.
Labour 
One of GCBS goals is to retain critical roles (Greens Carpentry & Building Services Ltd, 2022) 
The Construction industry remains significantly short of skilled workers. With rising inflation and a tight labour market, companies may have to raise wages and expand benefits to attract and retain employees in 2023 (Deloitte, 2022) 
 
ONS data shows that pay packets in the construction sector rose 6.3 per cent over the past three months with average wages topping £700 per week (Clark, 2022) 
Skilled construction workers were already in short supply in the UK, under investment plays a part and more recently Brexit and its impact on worker migration from Europe. 
Vacancies in the industry hit 48,000 on three occasions in the year to April 2022 – the highest figures since records began 21 years ago. Combined with general wage inflation across the UK, has led to significant wage increases. (Pritchard, 2022) 
 
GCBS needs to consider inflation strategies for hiring and retaining employees (Indeed for Employers, 2022). As small business owners face the complicated challenges of inflation spikes, it’s time to consider these strategies. Rising inflation impacts employee earnings, and current and prospective workers are looking for more competitive job opportunities and improved wages. (CIPD, 2021) 
 

Simultaneously the available construction workforce is shrinking as an ageing cohort of skilled workers retire or workers move into other professions.
 
2023 expects slow to negligible growth, as the cost-of-living crisis takes full effect with a significant decline in household living standards, Real wages potentially being  7% lower than 2022 levels will leave the average worker an additional £40 worse off a week, £2,000 worse off a year (PWC, 2022) 
Lower-income workers tend to feel the effects of inflation more strongly since they often spend a greater proportion of their income on living essentials such as housing, food and energy (Indeed for Employers, 2022) 
25% of GCBS staff are apprentices or labourers on the national living wage (Greens Carpentry & Building Services Ltd, 2022) 
 
Companies are realising they need to look after their employees in a difficult climate to protect the business.
Latest official figures show that average monthly pay across the economy increased by 5.7 per cent in July to September 2022, according to the (ONS, 2022) with employers looking to support employees with pay rises, especially those on the lower end of the PayScale. 
 
There is extra support, In May, the UK Government announced a £15 billion Cost of Living Support package primarily aimed at supporting those on the lowest incomes (HM Treasury, GOV.UK, 2022) 

In January 2017, IES and the CIPD launched the IES/CIPD financial wellbeing practical guide for employers (CIPD, 2017) designed to help promote and guide effective employer actions in supporting their employees’ financial wellbeing  
However only about 10 per cent of organisations have a financial wellbeing strategy and over two-thirds do not offer any form of financial guidance to UK Employees (Rickard, 2018) There is no financial well-being strategy in place at GCBS.
 
PwC's Covid-19 CFO Pulse survey argues that although it is an extraordinarily challenging time, swift yet thoughtful action can help Construction manage the immediate crisis. (PWC, 2022) 


Social – Ageing Workforce
In its 2019 report, PwC identified 5 global megatrends predicted to shape our world in the years to come. One of the five megatrends is demographic and social change, and we are already seeing its consequences: increase of the ageing population (Iulia-Cristina, 2018) 
RICS has raised concerns about the UK construction sector, which has found itself amid a skills shortage, and on the cusp of a retirement cliff-edge. The construction sector’s skills needs and issues in the UK are well documented. We have an aging workforce - with about 25% being aged between 50 – 59; and 20% being over 60 (Edgar, 2019) 
The number of people aged 65 years and over in employment increased to a record high in April to June 2022 (ONS, 2022) It is important for employers to recognize the benefits of attracting and retaining older workers in today’s global economy (Megan Edwards, n.d.)
Over the next 10 years, almost 20 per cent of the construction industry workforce will retire. According to the CITB, this equates to about 406,000 people. However, while school and college students are courted to plug the gap, we should stop and ask: can more be done to keep those aged 50 and over? (Gaurav Lahiri, 2018) 
There is a vast skills gap in the sector, with the Office for National Statistics finding that construction employment is at its lowest level since 2013. An ageing workforce is seeing more skilled workers retire, and the pandemic caused younger generations to pursue other career choices. Before Brexit the industry has relied heavily on overseas workers but between 2017 and 2020 the ONS reported that 42% of EU workers chose to leave the sector (Madeleine, 2022). 
The sector is in a vice, is squeezing the employment market at both ends (CITB, 2021) 
Along with labour supply shortages, the increase in older workers has meant that organisations are expected to focus their attention on encouraging workers to remain engaged and active members of the workforce for longer (CIPD, 2022) 
 

THE CITB labour market Intelligence report (CITB, 2021) looks at the 5-year outlook in Wales with £860million to be spent on major projects in Wales and an extra 11,500 workers needed in 2022-2026. In 2022 construction vacancies were nearly double the level seen in 2019. Without a fresh approach to recruitment and retention the industry will be unable to capitalise on this growth and meet Zero net Targets. In May 2017, the Welsh government launched a campaign 'People Don’t have a Best Before Date' (Welsh Government, 2020) which aims to challenge stereotypes and demonstrate the value of a multigenerational workforce
A new report published by cross-party think tank Demos in partnership with The Physiological Society and Ageing Better argues than An Ageing Workforce Strategy is needed to prevent Early Exiters leaving the workforce before retirement to help tackle growing UK labour shortages (Centre for Ageing Better, 2022), 
GCBS needs to address why those reaching retirement age feel that they need to leave when maybe they necessarily don't want to. They must be supported and trained to narrow the skills gap creating new opportunities for workers near retirement age to extend their careers. 
 
GCBS has bucked the trend re the ability to attract apprentices in the last 3 years, however we now find ourselves at an impasse. Feedback from Project Managers and apprentices indicate that apprentices are not receiving enough 'on the job' training, leading to a lack of motivation and moral. Retraining staff to take on supervisory or mentoring roles, or less physically demanding onsite tasks, is a compelling option. It delivers a double benefit of retaining knowledge and skills while also passing them on to the newer generation of tradesmen and women.
 
There are challenges. In a post COVID-19 world, people later in life ask, Do I really want to go into work?’ choosing the pandemic as the break point to leave (Branson, 2022). 
The ONS Reports In the period from 10 to 29 August 2022, based on adults aged 50 to 65 years in the UK who have left or lost their job since the start of the (COVID-19) 

pandemic had not returned because they were financially resilient and less likely to be in debt (ONS, 2022) 
CIPD Research suggests the prevalence of some health conditions, are a function of age. 
This evidence however reinforces the business case for employers to invest in the health and well-being of their workforce. Employers should seek to foster a culture where all workers feel able to request reasonable adjustments These are often simple and low-cost interventions that can impact on performance (CIPD, 2019) 
 
This Evidence Review considers changes to workplace infrastructure and environment that will enable large numbers of people to successfully remain in the workforce for longer and to consider how this will evolve in 2025 and 2040 (Buckle, 2015)
 
GCBS must therefore be doing everything it can to ensure the culture of the business reflects and aligns with the views of the current staff members, so they will speak about the business in a good light. (Centre for Ageing Better, 2022)
 
One of the core standards in the UK’s Stevenson/Farmer report (Farmer & Stevenson, 2017) is creating a workplace environment and infrastructure to encourage the worker to make healthy choices and decisions around mental well-being in later life.
Simple changes in attitudes and working practices could see thousands of highly skilled and dedicated workers staying in construction. To make these changes would not just be an investment in the short term, but one for the long-term benefit of the industry (David, 2017) 












Technology – Introducing Software

"While the Construction sector has been historically slow to integrate and adopt digital technologies. Many are now utilising digital technologies to expand business opportunities and boost profits by reducing costs overall and enhancing project execution. Further, with increased global supply chain disruptions, increased competition, worker shortages, and skyrocketing material prices, the need for digital transformation in construction has become much stronger" (Deloitte, 2022) 

When we look at how ready GCBS is ready for the introduction of technology we need to look at two main challenges faced by the business, severe skills shortage and low levels of efficiency and productivity
The construction industry faces opportunity and challenge in equal measure. An 85% increase in construction projects by 2030 offers construction businesses an incredible chance to grow. Yet, a shortage of skilled workers and low rates of productivity makes it difficult for firms to rise to the challenge. The solution is technology (Bartlett, et al., 2020) predict that introducing modern technology to construction could improve productivity by 14-15% and generate savings of 4-5%. All of which will add to the bottom line
 
Construction technology will work when you are asking yourself the question, what is the issue within my business and how can I fix it? what is the overall ask? (WBEF - World Built Environment Forum, 2020) Linking this to the Business Strategy of GCBS (Greens Carpentry & Building Services Ltd, 2022) the need to be better connected as a team, improve communication between site and management and to work with clear and accurate data whilst improving profit margins. (The Construction Index, 2022) reports that the average profit margin in construction last year was 1.5%. Technology would help to increase those margins by reducing cost and increasing revenue whilst being more connected as a company (RICS, 2018) 
"Construction management software is essentially connected project technology geared specifically for the construction industry. It aims to automate and streamline tasks and connect workflows and data across the project lifecycle, so teams can be more efficient and productive" (Ellis, 2021) 

Construction continues to be the least digitised sector (Barbosa, et al., 2017) but there is a need to address the business case for digitisation in GCBS. The challenges faced in Construction includes productivity, attracting and retaining talent, collaboration with stakeholders, managing and scaling innovation, complexity of projects and reducing environmental impact (WBEF - World Built Environment Forum, 2020) Technology enables us to gather data that correlates the performance of the business and allows the company to make better business decisions.
Digital transformation needs to be prioritised in the strategy with the 2 main questions being, what is the value? How should I implement it? Looking at not just the technology, but where does the human capital add value? and where does the technology add value?
When looking at technology there is a tend to focus on the tech itself, digitisation is based on human behaviour, we need to embrace the soft skills as well as the technological skills to implement it (WBEF - World Built Environment Forum, 2020) 20% technology, 30% capability and 50% change management.
 
To deploy tech effectivity there are real opportunities to think of new career structures, training, and motivation. One of the key priorities in Mace Construction 2022 business’ strategy is to develop its people with the skills they need to continue to deliver in the future. As the workplace continually changes and technology advances, Mace is not just focusing on the technical and digital skills required but also on soft skills (Mace, 2022). 
 
Tech brings flexibility, location independence can resolve helping women or the main carers with issues of office presenteeism and long working hours that aren't always conducive to productivity. If we are really interested in productivity, worker well-being is something that must be taken into account." (Nazareno & Schiff, 2021)

There are however red flags to consider - especially centred around workplace cultures and wellbeing. How can we effectively support the team at a distance, creating a culture of 'always on' (Widen, 2017) 
The challenge of what platform to use? 
There is also the cost – solutions may prove to be very costly for smaller businesses. The innovative technology could be too complex for under skilled staff.


GCBS needs to refer to their strategy and ask, what we are trying to achieve? this needs to come from the top down and embraced by the CEO. The meaningful adoption of tech with a clear implementation strategy would see the biggest return on investment for GCBS
 
GCBS needs to think about what a career in construction with technology can be. Technology gives a voice to people who wouldn't normally stand up in a formal meeting or register ideas, be more socially inclusive and drive interactions to much better outcomes (WBEF - World Built Environment Forum, 2020). 
Understanding how roles will change, what new skills and capabilities will be needed, and how to use technology to enhance the people proposition (CIPD, 2022) 
GCBS can start to remove barriers. 
 
When it comes to Technology in construction, we have a choice we can either let it happen around us or let it happen and embrace the changes and engage with it proactively. Tech gives us the opportunity to re profile job structures, train and upskill creating readymade leaders for the digitised construction future (Welsh Government, 2019). 
 

















Conclusion

Economic
 
GCBS has been addressing the rise in materials since COVID add to that soaring inflation, labour shortages and falling rates, there is cause for concern. GCBS needs to be well prepared, flexible and agile to navigate another economic downturn (Holbeche, 2010) Cash is a concern at GCBS, but it needs to ensure it has sufficient cash reserves and cash flows. Accounts receivable and payable must be on point and spending must be monitored. 
GCBS need to ensure the client services manager reassures clients in the pipeline there needs to be a push for alternative sources of work to keep the target of £4 million turnover within reach whilst maintaining a profit. (Greens Carpentry & Building Services Ltd, 2022)


Social:

To better cope with the effects of population ageing, GCBS must recognise the potential issues they face, skills shortages, productivity challenges, labour shortfalls and missing deadlines. GCBS must assess the implications of the age structure of the workforce, especially the skilled trades. As the research shows, population ageing has the potential to cause significant disruption in construction (CITB, 2018). 
However, if GCBS adapt their HR and age-diversity practices, tailoring them to meet these difficulties the situation can be addressed head on. This is an urgent challenge for GCBS who must implement long-term strategic plans to cope with population ageing in construction (Welsh Government, 2021) which, along with the difficulty of attracting young people into the construction industry threatens the future of construction.
 
Technology

When Technology is considered in construction, we need to not only think about the technology itself but the human capital that is needed to implement it (World Economic Forum, 2016) There is a lack of soft skills within the construction industry and this needs to be addressed in GCBS as well as a plan to implement the 

appropriate software. The technology needs to be embraced from the top down, involving a large change management project, and addressing the culture of the company (Bartlett, et al., 2020) If we can shift change the attitude of technology in GCBS and overcome objections with training and awareness then digitisation would offer a huge opportunity for GCBS improving communications, profitability and time management, results of which we have seen from industry competitors (Mace, 2022) 
 
The staff need to be prioritised. As they face the cost-of-living crisis, they will be looking for increases in wages, this faced with a skills shortage ensures that GCBS need to plan for staff wage increases and address a strategy for staff benefits and incentives.
However, since GCBS survived and diversified in Covid, there are new streams of income which will help in the current climate (Rhodes, et al., 2022) and give them a competitive advantage, allowing GCBS to look at the bigger picture.




















Recommendations

Economic
Team focus. The team needs to understand and stick to project budgets. GLBS needs to revisit its strategy for 2023 so all project data is accurate and aligned with inflation costs. Focus on Sales Strategy (Greens 2022) committing to the project pipeline and staying connected with current and looming projects. See below for workforce policies.
Social 

GBCS needs to endorse a strategy around an ageing workforce, including a pay strategy to deal with national living wage increases, cost of living, changes in sickness, pension, and career duration. This is needed to retain and recruit staff in a challenging environment. ONS reports the growth in average total pay was 6% in 2022 (ONS, 2022) This should also include a mentoring strategy for the younger workforce to futureproof the skills within the industry. Ensure policies around health and wellbeing are constantly updated to support employees. 
Cost: GCBS average wage bill £100k plus 6% - £106,000, (£6000 rise) Cost of HR Consultant for new strategy and policy - £2000

Technology  

The introduction of construction management software to address GCBS pinch points - increased competition, worker shortages, increasing material process, low levels of efficiency and productivity. Implementation of software would give GCBS a strong platform to address company goals - being better connected as a team, improvement of communication between stakeholders, better dissemination of information and retaining and attracting talent whilst improving profit margins by giving GCBS the data to make better business decisions. 
Technology requires implementation, a sub team should be created to decide a budget for digitisation within GCBS, what software would be best suited to the needs of the business, comparing costs and effectiveness. With Technology will come the need for acceptance and adoption of the software into the team, training on both the software and further training of softer skills (Kispeter, 2018) should be imbedded into GCBS long term digitisation and training strategies.
 
Costs
Construction management software £10,000 per annum (Procore, 2022) 
Implementation and training £15,000 (first year including external training, in house training and costs incurred for focus shift for employees) 
Yr. 2 onwards - £12k per annum (total)

To note the cost of not following recommendations would be significant as it would leave GCBS exposed and in a vulnerable position.
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