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Executive Summary 

Title

An analysis of the PESTLE factors affecting Natural Resources Wales (NRW). 

Background
To select three PESTLE factors (Economic, Social and Technological) that are affecting NRW’s corporate and people strategies.  

Main Findings
The critical analysis of the Economic, Social and Technological ‘PESTLE’ factors highlight what is impacting and influencing Natural Resources Wales ability to deliver its current and future corporate and people strategies. This report outlines three carefully considered recommendations for the senior managements team review and deliberation. Each recommendation is underpinned by external evidence to support the delivery of NRW’s current and future organisational and people strategies.
Recommendations 
The senior management team are asked to approve the first recommendation to award a 5% pay award as announced by the Chancellor of the Exchequer during the Autumn 2024 Budget. The pay award will align Natural Resources Wales (a sponsored public sector department) with the Welsh Government Civil Service and UK Civil Service Departments. 

Implications 
The findings in this report detail the implications should the senior management team fail to implement the 5% pay award which include impact on staff morale, productivity, retention and talent attraction. 
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Glossary of abbreviations 

	NRW
	Natural Resources Wales 

	CIPD 
	Chartered Institute of People Development 

	TUC 
	Trade Union Congress 

	AONBs
	Areas of Outstanding Beauty 

	WG
	Welsh Government 

	PESTLE 
	Political, Economical, Social, Technological, Legal and Environmental 





Introduction 

Political, Economic, Sociological, Technological, Legal and Environmental (PESTLE) are all external factors affect any organisation (Battista, 2024). Utilising this tool enables organisations to identify the macroeconomic factors that can influence the future development of the a business, these include potential opportunities and risks. (Marmol and Feys, 2015). 
While the PESTLE tool provides the senior management team a strategic snapshot of the external factors, Perera (2017) asserts that it fails to provide real-time changes and fluid interactions between each factor. This could result in either oversimplifying complex issues or becoming overwhelmed by data. In addition, during a period where the business landscape is often described as ‘volatile, uncertain, complex and ambiguous – VUCA’ (Perera 2017), the PESTLE tool is unable to account for the rapid interactivity between these factors (Johnson et al., 2017). In a volatile and uncertain environments, the PESTLE tool is limited as it fails to identify trends or risks which could have negligible repercussions for the organisation (Bennet and Lemoine, 2014).  Cadle et al (2014) explore this argument further, and they believe that due to the static nature of the PESTLE tool, it provides insights that fail to inform the senior management team to make strategically aligned decisions. To enhance strategic planning and decision making, the PESLTE analysis can be integrated with other tools including Porters five (+1) forces, SWOT and scenario planning. The convergence of the models will enable the senior management team to formulate strategic decisions (Marmol and Feys, 2015). 
This report will focus on three elements of the PESTLE tool to evaluate the external factors that will affect NRW and the impact on the organisation’s corporate and people strategies.  
As sponsored department of the Welsh Government with over 2,000 employees and operating budget of over £120 million, NRW’s mission is to ensure that nature and people are thriving together with a collective action on nature’s recovery, resilience to climate change and minimising pollution through sustainable management of our natural resources (NRW, no date). 


Main findings 

This report will analyse of the Economic, Social and Technological factors. 

Economic Factors
		
In the first labour budget since 2009, the Chancellor of Exchequer announced a budget uplift for Wales (Pool and Ifan, 2024) and an increase of 5.5% in salaries for the public sector and the employer National Insurance (NI) contribution (NIC) increase to 15% (Murray, 2024). The additional funding allocated to the Welsh Government will support budgetary challenges for resourcing funding and capital investment (Pool and Ifan 2024). However, despite the additional allocated funding to Wales, NRW’s budget settlement from the Welsh Government has flatlined and hasn’t gained from inflationary increases (Welsh Government, 2024). 
	The increase in employer NI contributions to 15% will increase NRWs operational costs (Deloitte, 2024). Iraizoz (2024) suggests that the employee will be negatively affected by the increase in the employer NI contribution through a reduction in wages which will be implemented over an extended time period and recruitment freezes. The Office for Budget Responsibility (2021) supports this argument when assessing the impact of the adjusted employee NIC in 2021 where workers during this period experienced ‘lower real wages in the medium term’. These additional operational costs provides NRW with the opportunity to explore implementing operational efficiencies and to revisit its regulatory fees and charges (People Management, 2024).   
The economic shocks of the global financial crisis in 2008, the Covid pandemic and the energy price crisis has resulted in the public sector accumulating a £3 trillion deficit in the current budget balance (ONS, 2024a).
	As analysed by the Office for National Statistics (ONS) (2024b), the UK consumer prices increased by over 20% due to inflationary pressures (Devine et al., 2024). These inflationary increases have contributed to a decline in consumer confidence where 77% of adults express anxiety over the cost of living (Edser et al., 2022). This is explored further by the Opinions and Lifestyle Survey (OPN)  which indicates that the cost of living impacted women more compared to men (Harris et al., 2022).  NRW needs to consider the impact that surging costs pose to its workforce. Whiteley (2023) asserts that between the period of 2001 and up to the financial crash in 2008, public sector pay was above inflation, however the newly elected collation Conservative and Liberal Democrat government in 2010 oversaw a period of severe spending cuts, austerity and freeze on public sector pay which resulted in pay falling below inflation. In addition, Brinkley (2024) outlines that 46% of the public sector didn’t agree that their pay matched their responsibilities. As a result, the median of civil service salaries has declined between 11% for junior levels and 22% for senior levels since 2010 (Clyne, Savur and Urban 2024).  Across the public sector, the pay challenges has resulted in low staff morale and departments unable to hire and retain skilled staff (Committee of Public Accounts, 2024).  Fright, Davies and Richards (2023) describe the public sector workforce is ‘unstable’ and ‘unhappy’ as result of workforce challenges which include the loss of experienced staff, high turn over and vacancies. For the public, this means that they are receiving a weaker service (Fright, Davies and Richards, 2023).  As an employer, these external economic factors have negatively impacted NRW, where its unable to compete with the private sector who can offer competitive financial packages and attractive working arrangements (Wallace, 2024). 
As asserted by Cockett (2024), it’s clear that pay is a core component to retaining a skilled workforce. Since 2023, NRW has introduced a recruitment freeze to manage its funding pressures. As a result of the hiring restrictions, during the period of August 2023 to September 2024, 140 employees left the organisation which has compounded the challenges for NRW to deliver it statutory remit. To mitigate future retention challenges, NRW should review the financial feasibility to implement a salary increase which will be in line with the wider UK and Welsh Civil Service departments (Markson, 2024). Failure to implement this pay award could result challenges retaining employees which will impact the organisation’s ability to deliver to deliver the statutory requirements as outlined in the Wales Environment Act (2016). 	Comment by Smith, Joseph: I’m unsure on how to reference this. The data is taken from our HR system and is unpublished. 


Social Factors

Since the Covid pandemic, our ways of working has been transformed (KPMG, 2021). In the aftermath of the pandemic, many organisations across the public and private sector are calling for a return to office (Markson, 2024). The driving factors for the return to office include better collaboration, improved organisational culture and employee wellbeing (Felstead and Henseke, 2017). 
At Natural Resources Wales (NRW), the post-pandemic enabled the organisation to embrace a hybrid operating model where staff are contracted to their nearest office base but have the option to work either from home or in the office (NRW, 2021). 
Pre-pandemic, it was perceived that working from home was inefficient and hindered productivity (Mutebi and Hobbs, 2022). This perception is challenged by a six month real-world study conducted at Trip.com, where workers were split into two categories. The first category were purely home-based and the second worked in the office three days a week. The findings concluded no differences in productivity (Bloom, Liang and Han, 2024). 
The experiment carried out by Trip.com (Bloom, Liang and Han, 2024)  is underpinned by robust performance management system and procedure including structured schedules for hybrid working which are essential to maintain productivity and wellbeing (Felstead and Henseke, 2020). At NRW, performance reviews are conducted annually with a mandatory mid and year-end review (NRW, 2021). While this study generated a 1% increase in productivity (Bloom, Liang and Han, 2024), Trip.com performance management is linked to pay and promotion, therefore, employees are financially motivated to perform (Bloom, Liang and Han, 2024). NRW’s performance management procedure isn’t linked to pay and promotion, therefore, employees don’t have the equivalent financial incentive to perform. While NRW operates a hybrid workforce, the five-point scale of the muti-dimension performance review described by Bloom, Liang and Han (2024) alongside a bell curve appraisal system could help NRW to positively contribute to improved productivity to address performance issues (Anthony and Wang, 2021). 
	Home and hybrid working has had a positive impact on individuals with health conditions, pregnancy-related fatigue or disabilities (Lee and Rouhani, 2023). However, it is reported that the societal divide between groups who can invest in homeworking spaces and those who can’t is increasing (TUC, 2021). While hybrid and remote working practices have positively contributed to equity and inclusion within the workplace (Dowling et al., 2022), an enforcement of returning to office that lacks a business justification case will negatively impact these groups and could create tension within the organisation (Christian, 2022). While there is increased scrutiny of hybrid and remote working within the civil service (Markson, 2024), imposing a return to office could adversely affect NRW’s ability to attract and retain in particular when the labour market needs have shifted towards hybrid and remote working demands (Mayne, 2023). In addition, the recent staff engagement survey outlines that the hybrid working model is one of the contributing factors why employees are happy working at the organisation (NRW Staff Engagement Survey 2023). 
	All NRW employees are aligned by its four corporate values (NRW, 2023). One of these values is caring which underpins organisational culture and productivity. In 2023, employees were absent on average for 7.8 days where stress (NRW People Management Report, 2023) and heavy workloads were identified as the primary contributors to absenteeism, however the figure is considerably higher for the public sector (Chartered Institute of Payroll Professionals, 2023). These figures could suggest that as a result of remote and hybrid working, it has established an ‘always on’ culture which has exasperated further by a sense of isolation (Skountriadki, Lee and Rouhani, 2024). The sudden pivot to remote working during the outbreak of the pandemic were linked to putting strain on relationships and as a result the boundaries between home and working life has become blurred (Kelsey et.al, 2020), however, in the 2022 Office for National Statistics – Opinions and Lifestyle Survey, the data demonstrates that remote working has resulted in improved work life balance, work being completed more quickly and having fewer distractions (ONS, 2022). This is further explored by Kelsey et al. (2020) who advocate that having a dedicated office space within the home with fewer household members is linked to healthier boundaries between work and homelife.  For NRW, a positive working culture is essential for a pan-Wales workforce as it ensures alignment to organisational objectives through cross-team collaboration, information sharing and productivity. While the current hybrid working model is set to remain, NRW must embody the corporate value and ensure it offers the support to its employees to establish and maintain healthy boundaries contributing to positive performance and productivity (Howe et al., 2021).  
	In the recent resourcing and talent planning report by CIPD, it asserts that the demand for flexible and hybrid or remote working remains strong (Brinkley, 2024). Many employers who offer a hybrid or remote working solution have been able to attract and retain more talent (Hogarth and McCartney, 2024) which has assisted many while the labour market remains competitive and tight (Deloitte, 2023). While the evidence on productivity between and office and home working remains inconclusive, NRW must ensure that it strikes the right balance to achieve an engaged, innovative and productive workforce (Hogarth and McCartney, 2024) in order to avoid burnout amongst its workforce. This is achievable through investment in the correct policies, support for managers and employees and systems (Dawson, 2024). To ensure that NRW remains an attractive employer, it must consider improvements to staff wellbeing and productivity through remote working solutions while at the same time providing office-space that enables in person collaboration and employee engagement. 


Technological 

In the previous financial year, NRW advertised 963 vacancies (NRW vacancy figures, 2023). NRW’s recruitment and resourcing team consists of 4 permanent staff members who manage the process manually without the aid of an e-recruitment or applicant tracking system (ATS). The permanent structure is supplemented by 4 agency workers. The total staffing cost of the team is over £300,000 per annum. 	Comment by Smith, Joseph: Is this an appropriate way to reference our previous financial year vacancy figures?
It is reported by the CIPD Good Index 2024 reports, that only 26% of organisations are using an ATS, and throughout the recruitment sector, there is a noticeable increase in the use of AI technologies to support the management of the hiring process (Brinkley,2024). Within the public sector, many departments don’t have the required digital technology and resources to transform the services they deliver to ensure value for money (Horton, 2022). Furthermore, a report published by the Department of Science, Innovation and Technology (2024), indicates that technological shift could result in digital exclusion to groups who may not be proficient in or have access to technology due to age, disability and socio-economic status or religion.  
According to Ore and Sposato (2022), it is claimed that many organisations are adopting AI to realise its benefits in order to provide a positive candidate experience. Brinkley (2024) explores this further and details that many organisations are pivoting to AI to develop job descriptions and deploying the use of chatbots to respond to candidates and to manage daily enquiries. Doherty (2010) outlines that candidates expect a positive experience and want organisations to follow the recruitment process as quickly and efficiently as possible with open communication.  However, it is noted that the innocent use of this new technology does impact people’s lives and careers which in turn trigger ethical concerns (Hunkenschroer and Luetge, 2022). While concerns exist, Glostaub (2018) affirms that as recruitment is ‘rule-based, high-impact and time laborious’, AI is the perfect companion. 
As category one responder, NRW has a statutory responsibility to ensure that it sufficiently resourced and ultimately has the right people with the right skills. An article published by Kelly (2018) outlines that a ‘bad hire’ can significantly cost the organisation around 30% of the employees respective first year earnings. As NRW is a public sector department, it’s important that it delivers its statutory remit using public finances effectively. However, the organisation’s high-vacancy rate has significant reputation and cost implication and the adoption of technology, in particular, AI is essential to its future success (Armstrong and Taylor, 2017; Taylor 2018). Taylor (2018) and Eubanks (2018) outline the efficiencies realised which includes the ‘elimination of tedious recruitment and selection tasks’. Furthermore, organisations are working against a backdrop of a global skill shortage which is exasperating the employee lifecycle, in particular on attraction and selection, development and retention (Bailey et al., 2018) and the world of work and talent management practices need to adapt (Roslasnsky, 2023). 
During the era of the great resignation (Koltz, 2022) and a movement of quiet quitting (Creely, 2022), talent attraction strategies need to disrupt the competitive labour market (Schmidt and Raveendhran, 2022). Dattner et al., (2019) details how AI can help organisations improve their ability to find the right person for the right job and at the same time screen out the unsuitable candidates faster and cheaper than ever before. Bamel et al.,(2014), expands this notion further by detailing that AI provides rich and detailed data insights which will add value to the development of an effective talent strategy. Some organisations are exploring this by redefining jobs as collection of skills and tasks rather than focussing on the titles (Roslasnsky, 2023). These rich insights would benefit NRW to deliver it’s strategic aims within the organisational and people strategies. Leong (2018) asserts that the use of AI within strategic workforce planning to inform its hiring approach will enable organisations to gain deeper insights into talent requirements, which in return, could eliminate unconscious human bias at the screening stage, helping organisations acquire the required skills to deliver its function. 
Capelli (2021) suggest that the incorrect use of AI could inappropriately impact underrepresented groups which include women, ethnic minorities, disabled people and workers older than forty years of age. In contrast, Housman (2016) argues that the algorithm could eliminate bias because the human intervention (the hiring manager) is taken out of the process. While the world of work is changing rapidly (Roslasnsky, 2023), organisations have a greater responsibility to ensure that the digital technology is governed appropriately to mitigate risks of unfair bias or discrimination due to the utilisation of technology. As NRW  is an equal opportunities and disability confident employer, it will need to assess the advantages and disadvantages that technology and AI poses to its recruitment process. While it’s argued that AI will provide efficiency through automation (Ore and Sposato, 2022), NRW has to balance how it can comply with the Civil Service Recruitment Principles and leverage technology to improve the process, reduce the average recruitment time,  the quality of its hires and to realise operational cost efficiencies.  

	
Conclusion 
		
The ‘PESTLE’ tool studies the Political, Economic, Social, Technological, Legal and Environmental external factors that influence the organisation (CIPD, 2024). Buye (2016) argues that the external environment comprises of combined forces and factors that are not directly controllable by the organisation but can influence the way an organisation operates. Marmol and Feys (2015) outline that the tool can be used in range of scenarios in order to guide senior management and people professionals with strategic business planning and decision making (Rastogi and Trivedi, 2016). 
	Alongside the ‘PESTLE’ analysis, there are plethora of tools that organisations could utilise, these include, 7S Framework, Porter’s Five Forces, SWOT (strength, weakness, opportunities and threats), POCC (potential opportunities, challenges, constraints) and SOAR analysis (strength, opportunities, aspirations and results) (Buye, 2016). 
	Peera (2017) acknowledges the limitations of the ‘PESTLE’ tool and highlights that the static nature of the analysis could either be insufficient or provide too much external data that could overwhelm the decision-making process. Marmol and Feys (2015) have recognised this and suggest that the ‘PESTLE’ tool should be integrated with another analysis tool e.g. ‘SWOT’ where they assert that the convergence of the tools will enable senior management and people professionals with strategic decision-making. 
	The analysis of the economic and social factors highlight that reward and retention are prevalent themes that need to be action. In order for NRW to recognised as an employer of choice and to retain the skilled work-force, the organisation’s compensation and benefits package must be competitive (Cockett, 2024). While the cost of living crisis continues to impact its employees, Clyne, Savur and Urbun (2024) detail how the significant gap between public and private sector salaries requires bridging. In addition to reward, despite the increasing mandates from civil service departments to return to the office, Markson (2024) asserts how this will encourage the workforce to seek alternative employment where flexible working benefits including hybrid or remote working solutions are available. These factors are key components in NRW’s people strategies to ensure that as organisation, it remains competitive and can attract the skills it requires to deliver it’s organisational strategy (Hogarth and McCartney, 2024). 
	The external technological factors will influence not only NRW’s organisational strategic aims but also have significant impact on its future people strategies (Horson, 2022). While it’s evident that technology can transform administrational operations and generate efficiencies (Taylor, 2018) and (Eubanks, 2018), it also highlights the potential risks and ethical challenges that technology poses (Hunkenschroer and Luetge, 2022). In balancing the two forces, Kelly (2018) affirms adopting technological innovations will support NRW’s delivery of statutory requirements. 
Recommendations
		
This report presents three considered recommendations for senior management to consider and deliberate. Each recommendation is underpinned by external evidence to support the delivery of NRW’s current and future organisational and people strategies. The critical analysis within this report provides detailed rationale supported by relevant data and industry insights. 
Recommendation One: 
To engage with the Trade Union Partnership to agree and implement the 5% pay award, payable in this financial year to ensure that NRW to support retention and to attract the skills it requires to deliver its statutory requirements. The resourcing required includes the Trade Union Partnership, Senior HR Business Partner, Payroll Team, Finance Management Accountants
	Cost to implement the pay award 
	

	Cost of resourcing the implementation of the pay award 
	

	Total 
	£



Recommendation Two: 
To procure and implement an e-recruitment system by March 2026. The resourcing required includes a project manager, system builders, user testers, translation, brand and two staff members from the recruitment team. The system will support the organisation to achieve operational and financial efficiencies while improving the recruitment process and candidate experience. 
	NRW staffing costs 
	

	System costs (3 year licence) 
	£60,000

	Implementation costs 
	

	Total 
	£



Recommendation Three: 
To engage with the Trade Union Partnership and negotiate the consolidation of the NRW office estate and re-accommodation strategy to regional hubs with the Welsh Government. The resources required to implement this by 2027 includes: Trade Union representatives, 2 Senior HR Business Partners, 4 HR Officers, external legal advice and support. 
	NRW staffing costs 
	

	External services costs 
	

	Total 
	£
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