







“As the world of work grows ever more complex, diverse and ambiguous, traditional models of working are starting to give way to more flexible forms of organisation and employment….HR must evolve and grow to play a greater part in developing organisations for the future.”
(CIPD, 2015)















[bookmark: _Toc98799075][bookmark: _Toc99557959]Executive Summary 
The following report outlines the external factors that have impacted the organisations HR and operational strategy within the current climate. It further outlines and suggests new ways of working and business strategies to implement within the business to mitigate the risks of the current VUCA environment. 
The introduction includes an overview of the business model and its operations, and also includes a critical examination of the PESTLE analysis tool based on the external environment effecting the business and it’s strategic planning. 
The literature review will demonstrate a critical analysis of the external factors effecting the business and evaluate if they can meet the challenges that the business is currently facing. 
The report then concludes the content of the assignment, reflecting on recognised theories, processes and models that will facilitate the business in a changing environment.
Recommendations are suggested to improve the organisations future corporate and HR strategies highlighting the costs, benefits and the risks involved this is evidenced by research and reliable sources.











[bookmark: _Toc98799076][bookmark: _Toc99557960]Glossary of Terms
· MM – Mighty Masks (Employer)
· PESTLE - Political, Economic, Sociological, Technological, Legal and Environmental
· VUCA - Volatile, Uncertain, Complex and Ambiguous
· AI – Artificial Intelligence
· ET – Employment Tribunal
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[bookmark: _Toc97033980][bookmark: _Toc98799077][bookmark: _Toc99557961]1. Introduction 
Mighty Masks (MM) has supplied high quality luxury cosmetic facemasks to 83 countries worldwide for over 35 years. Although MM is a private SME manufacturing business, it employs over 80 employees in its local community within South Wales and multiple employees internationally. 
In accordance with Ulrich (1997) multi-legged model of HR structures, MM’s HR department adopts a corporate HR model as the HR team is made up of 3 professionals responsible for looking after the entirety of the HR function and developing its HR strategy. Outsourced employment law professionals are used on a case-by-case basis.
[bookmark: _Toc98799078][bookmark: _Toc99557962]1.1 PESTLE Analysis 
MM has experienced many challenges since COVID-19 which has affected all aspects of the business including the operational and HR strategies. By using the PESTEL analysis model (CIPD, 2021d) this identifies six main external factors that affect businesses (Figure 1). According to Farnham (2015) each external factor can potentially affect the business and its strategies and therefore help the business identify how they can mitigate the risks to the business and support managers to adopt to these changes (Berger and Luckman, 1967).
Although advantageous to businesses, PESTLE analysis has come under criticism, as stated by Frue (2018). External factors change on a regular basis and it’s difficult to anticipate these to decide the business HR and operational strategy. 






[bookmark: _Toc99537097][bookmark: _Toc99537906]Table 1: PESTLE Analysis (CIPD, 2021d)
	Factors 
	External factors

	Political 
	Affects businesses based on current government policy, political parties in power and international organisations 

	Economic 
	Affects businesses based on labour costs and interest rates 

	Sociological 
	Based on demographics, working population and social characteristics

	Technological 
	Includes aspects of technological changes and robotics

	Legal 
	Involves changes in law e.g. health and safety and employment law 

	Environmental 
	Includes carbon footprint, global warming and sustainable developments. 














[bookmark: _Toc98799079][bookmark: _Toc99557963]2. Literature Review 
From the evaluation of the PESTLE analysis (Appendix 1) the most significant factor that are affecting MM are economic and technological factors as explained below. 
[bookmark: _Toc98799080][bookmark: _Toc99557964]2.1 Economic – Inflation 
Due to economic factors around the globe, it has caused the British economy to increase inflation rates, inflation rates increased by 5.6% in December 2021 (Bank of England, 2021). As a direct result of the inflation increase it has also driven the cost of household bills and fuel to the public.  NI is also increasing by 1.25% (GOV.UK, 2021) which will not only have a detrimental consequence on the public but also businesses, effecting all areas of the business and the HR strategy (BBC, 2021; CIPD, 2021f).
As the cost of living is rising its leads to its own economic factors effecting the business in the following areas:
Recruitment, Retention and Competitor behaviour
As inflation rises a tighter labour market has been created this has led to increased competitive behaviour resulting in candidates being selective with employment opportunities, candidates are able to evaluate salaries and benefits packages. This has led to employers now experiencing difficulties with recruitment and retention. In the private sector, salaries have increased by 2.5% (CIPD, 2021b) and this is expected to increase to 3% throughout 2022 (Jolly, 2022). To attract and retain talent competitors have also increased their benefits packages and reward strategies to improve wellbeing and engagement within their organisations. 70% of employers have implemented hybrid working since the pandemic (Faragher, 2022; HR Datahub, 2022; Taylor, 2021).
MM has not made a profit in 2 years of trading, and this has resulted in limited spending which has impacted the recruitment and retention strategy. Competition in an already difficult labour market has candidates requesting higher salaries and better benefits which MM are unable to offer at the moment. MM is also exploring the option of a 1-year Company pay freeze; however, this will likely cause current employees to resign adding to the great resignation (Beheshti, 2021). MM is already experiencing 12 employees resigning over a 12-month period, this is mainly due to competitors offering increased salaries and better benefits packages. 
To decrease the risk of losing employees and attract talent the HR strategy needs to review its benefits package with a focus on the implementation of hybrid working.
Company profitability
As previously mentioned, MM has not made a substantial profit for the last 2 years. The product that MM sells is classed as a non-essential luxury good, the sales over the next year are expected to decline due to inflation rates on household bills increasing. Although the product is relatively cheaper than other competitor within the market the business is still estimating a loss this year. A review of the Company operational strategy is underway to reduce operating and production costs.
MM is considering reducing the amount of laminates used for product packaging, reducing fill levels, and sourcing sustainable ingredients in the UK rather than Asia, this would drastically reduce carriage costs. However, this is a long-term strategy and that will show little return in 2022. The business has also evaluated the efficiency of its team structures this has resulted in redundancies across multiple departments. Businesses across all sectors have experienced similar restructuring due to the pandemic (Wearden, 2021). MM realises that this will affect the retention strategy and employee’s wellbeing.  The HR team is currently implementing an employee wellbeing strategy, arranging group forums to encourage open communication and transparency within the Company.








[bookmark: _Toc98799081][bookmark: _Toc99557965]2.2 Technology – HR Systems and Security
As technology continues to advance with the development of the internet, emails and HR databases has led to businesses operating more effectively (Farnham, 2015). With this development and the fourth industrial revolution (McLeod, 2020) organisations need to assess their workforce requirements and develop teams to work with this new technology for the future of work (CIPD, 2021a). However, technological advancements also come with risks of potential hacks and cyber-attacks (Sobers, 2019; Atica University, 2020) and due to the pandemic, it highlighted to the business that its operating systems, security and data storage are out of date this leaves MM exposed to cyber risks and outdated information. 
Security
As employee’s were required to work from home during the pandemic, it created the opportunity for cybercriminals to take advantage of the situation to extort home workers. This was largely due to home VPN security is far less robust as reported by Lallie et al (2021). This has threatened the business considerably and MM has experienced an increase of phishing emails, rising by 312% and attempted hacks increasing to 280% during 2020 (Appendix 2). A number of attempts have been successful, which caused a significant cost to the business. It also put an increased amount of pressure on the IT department, dealing with raised level of enquiries from employees regarding the validity of emails and basic virus-management. This highlighted that employee were not confident in basic cyber security skills and need to become more “tech literate” to prevent the risk of cyber-attacks and fraudulent activity (Jolly, 2020; Mori et al, 2021; Brown, 2021; Ballard, 2020). This has impacted the HR strategy, with a focus to make employees aware of the risk, implement basic virus management for home workers and update policies and procedure relating to GDPR and data protection. A number of workshops were also arranged on identifying phishing emails.
The risk to the business could result in fines from ICO (ICO, 2020) along with damage to Company reputation.  


HR Systems and Personnel Data
MM currently operates without an HR system. Currently being used are spreadsheets and word documents to track personal data with a combined paper and electronic file to store information. This large administrative task was amplified during the pandemic, causing MM to lose track of data and mishandle paperwork. It’s also extremely time consuming to generate HR related reports such as headcount due to multiple spreadsheets of information, time which could be utilised on the improvement people and HR strategy (Lizotte, 2017; CIPD, 2021c). 
CIPD (2021e) states that a HR system is an essential HR tool to improve the efficiency of the department and can ease data collection by enabling employees to use self-service aspects of the system such as annual leave requests. By allowing this access, Holliday (2021) reports that HR systems can also increase employee engagement by issuing engagement surveys and giving free access to their own data. The systems also allow quick HR reporting for headcount, payroll and absence management. This would allow the HR team to make improved decisions for HR strategy along with a cost saving for the department. 
If MM do not implement a HR system it will continue to cause added pressure on the HR team and as a result the HR strategy will continue to be undeveloped and potentially create other risks to the business such as high turnover rates, inaccurate data, insufficient HR reporting, legal issues and uninformed business decisions at board level (Telgeler, 2020). 








[bookmark: _Toc98799082][bookmark: _Toc99557966]Conclusion 
In conclusion the business will continue to be affected by external factors that challenge MM’s operational and HR strategies. This will add increased pressure to the business. As the main external issues affecting the business are economic and technological factors regarding security, HR systems and inflation, the business needs to adapt to the future needs of the business including new ways of working. This would include and not limited to the review of policies and procedures, investing in its people and reducing operational costs (CIPD, 2020). 
If these factors remain unaddressed it will lead to a detrimental risk to the business including increased risk of hacking and fraudulent activity, low employee engagement, high turnover and lack of talent attraction. 
It is also apparent that all systems, processes and data storage are out of date causing more manual work for its employees and HR department. Investment is crucial to ease workloads and work more efficiently for employees with up-to-date systems creating boosted productivity to meet the challenges of the future of work. 
The suggested recommendations below outline potential improvements that the business can add and implement into their HR and operational strategies to elevate risks to the business as identified in the PESTLE analysis. 









[bookmark: _Toc97033994][bookmark: _Toc98799083][bookmark: _Toc99557967]Recommendations 
[bookmark: _Toc97033995][bookmark: _Toc98799084][bookmark: _Toc99557968]Recommendation 1: Basic cyber-security management training for employees 
Based on the increased number of attempted cyber-hacking and phishing emails experienced in 2020, MM should consider investing in basic cyber-security for its employee’s. By implementing this training, it will decrease the pressure on the IT team and provide reassurance to it’s employees by providing anti-virus protection. 
Investment costs and time for training will be very dependent on MM conducting external or internal training (Table 2). Although internal training will alleviate costs to the business and make training more interpersonal, external training providers will have specialist knowledge and skills to make the business more Cyber-safe.
As highlighted above if the business doesn’t identify the significant risk of cyber-security to the business it could result in additional costs to the business as we already saw in 2020, resulting in a £20,000 loss, damage the Company reputation and could result in heavy ICO penalties of up to £8.7 million (ICO, 2021). 

[bookmark: _Toc99537907]Table 2: Recommended Training Partners
	[bookmark: _Hlk98630718]Development Activity 
	Training Partners 
	Cost

	Internal Training by the IT department 
	MM 
	£142.92 average cost for time and teaching (9 hours). 

	Internal infographics on Cyber-security 
	MM
	£31.76 for time to develop resources. 

	E-learning 
	NCSC 
	Free

	E-learning, Online teaching and simulations
	Minecast 
	£1,500 on average 




[bookmark: _Toc98799085][bookmark: _Toc99557969][bookmark: _Toc97033996]Recommendation 2: Review Benefits Package 
To compete in challenging labour market, MM must consider and review both its benefits packages and attraction & retention strategies to compete against competitors. 
As stated by CIPD (2021b) private sector salary rates have increased by 2.5%. Instead of increasing the salary bill permanently, MM can implement cost effective options as part of the employees’ benefits package. This would increase employee engagement and help towards retention of top talent. For example, by increasing some of the benefits listed below. 
1. Implement Company related benefits that reflect Company values such as facemask testing days 
2. Enhancing annual leave packages from 22 to 25 days, which would be an extra cost of £357.32 per employee per year to MM (Based on average salaries) 
3. MM can contribute a percentage of employee’s gas and electric bills for one year
If MM doesn’t review its benefits packages and HR related strategies during this time where the cost of living is increasing drastically then employee turnover will increase.
[bookmark: _Toc97033997][bookmark: _Toc98799086][bookmark: _Toc99557970]Recommendation 3: Implement a HR system 
By implementing an HR system into the business, it will future proof the HR function in developing its practices and strategies. By reducing the manual HR data storing and processes it will allow the HR team more time to carry out meaningful work and develop more strategic HR. 
The HR system cost is dependent on what the HR function wants it to accomplish for example BreatheHR is suitable for data storage and management software compared to Personio which will also generate HR report and HR related letters in a few clicks. 
As Telgeler (2020) stated, if MM continue operations without a HR system it creates other risks to the business such as high turnover rates, inaccurate data and insufficient HR reporting. 

[bookmark: _Toc99537908]Table 3: Recommended HR Systems
	HR System Provider  
	Length of implementation  
	Cost

	BreatheHR
	4 weeks 
	£170 per month 

	Personio 
	6 weeks 
	£776.89 per month

	Personally built HR system 
	6 month – 1year
	Varied
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[bookmark: _Toc99557972]Appendix 
Appendix 1 
	Factors 
	External Factors 
	Effect on MM 
	Importance

	Political 
	Brexit 





COVID19








Political Power 







Government policy 




Sponsorship visas

	Has affected trade and supply to the Company of raw materials causing inflation to carriage costs e.g., A sea container was £3k now £16k. 


Implementation of COVID-19 regulations has affected the operations function in the workplace. Extra effort to be compliant with health and safety as well as self-isolation laws.




Effected employment rights regulations, labour force, taxation and national living wage. We are now seeing gas, electric and wage inflation. 




Creates learning needs and advice of changes to be compliant with law e.g., IR35. 


[bookmark: _Toc99557973]Recruiting from outside of the UK has become difficult based on the new immigration and visa requirements, More specialist advice is needed on this. 
	High 

	Economic 
	Recession





Inflation/ Cost of living and Labour 




Recruitment/ Competitive behaviour

	As MM’s product is classed as a luxury non-essential item this could cause sales to decrease during the recession, resulting in possible redundancies within the business.  

Inflation, cost of power and carriage has caused a cost to the business. Contributing to the rise in salaries, resulting in a challenge to recruit the right people for the right roles. 


Cost of recruitment increasing due to a rise in salaries. Businesses have increased their benefits packages to attract more talent e.g., amazon £1000 starting bonus. 
	Very High 

	Social 
	COVID19






Working from home 







Health and Safety/ COVID-19 Regulations

	Covid-19 lockdowns and working in isolation for over 18 months has caused a rise in mental health absences in MM.  



Although flexible working has caused an increase of productivity within the business, the CEO of MM will not implement this on a permanent basis, causing disruption and increase flexible working requests within the business. 



Decreased COVID-19 health and safety regulations have caused a spike of COVID-19 transmissions within the workplace and increased anxiety among employees.  
	Medium

	Technological 
	Automation/ HR Systems 







COVID-19




Social media 




Cyber-Security
	MM requires an update to its systems to become more automated whilst working from home. An HR system is also needed to elevate manual processes for the HR department in order to implement effective HR strategies through the business. 


Employees require better technological this includes equipment and basic IT training to effectively work from home. 


Has created an opportunity since the pandemic to use other social media platforms to boost brand image and increase sales to individual markets. 


Increased threats of cyber-hacking attempts and phishing emails have inundated the IT departments and home workers since the start of the pandemic. Two fraudulent invoices passing through our system result in a loss of £20,000.00 to the business. Investment in basic cyber-security management and upgraded systems are needed. 
	High and increasing 

	Legal 
	COVID-19 






Regulations and Legislation 



Litigation 
	New employment laws and amendments to government policy are continuously changing due to the pandemic. HR are required to continuously review these Changes. 


HR need to keep up to date with changing regulations and update processes and procedures when required. 


A recent ET case has increased MM’s workload and demands. Other non-essential work has been side-lined. 
	High

	Environmental 
	Ethically sources ingredients


Environmental concerns 
 
	Sourcing product from Asia is no longer sustainable. Ethically sourced ingredients mush be sources directly from the UK or EU. 

Concerns raised regarding non-recyclable product packaging. This could cause a negative impact to the brand by consumers. 
	Low 
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MM Cyber-Secruity Log

2019	Attempted Hacks 	Phishing Email	Deosing 	Virus transfer attempts	5	38	0	3	2020	Attempted Hacks 	Phishing Email	Deosing 	Virus transfer attempts	19	163	0	7	2021	Attempted Hacks 	Phishing Email	Deosing 	Virus transfer attempts	12	124	0	5	




