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[bookmark: _Toc98314844]Glossary of Terms 

CIPD	Chartered Institute of Personnel Development.
ELDEST PIG	Economic, Legal, Demographic, Ethical, Social, Technological, Political, International, Green.
ONS	Office of National Statistics.
PESTLE	Political, Economic, Sociological, Technological, Legal and Environmental.
SME	Small or Medium-sized Enterprise (less than 250 employees).
SWOT	Strengths, Weaknesses, Opportunities and Threats.
VCL 	Viscose Closures Limited.


[bookmark: _Toc98314845]Executive Summary

The following report evaluates the PESTLE tool as a means of analysing the environment for strategic planning.
Two of the most prevalent PESTLE factors impacting Viscose Closures Limited (VCL) are examined in detail pertaining to their impact on VCL corporate and HR strategic direction.
Recommendations for the future corporate and HR strategy at VCL are presented based on conclusions drawn from the PESTLE analysis.
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[bookmark: _Toc98314847]1. Introduction
Viscose Closures Limited (VCL) is an SME manufacturer with more than 100 years of experience in the production of packaging and tamper-evident solutions serving predominantly the food, beverage, pharmaceutical and vaping industries (Viscoseclosures.com, no date).  VCL also imports plastic and metal primary closures from Europe which are sold mainly to drink manufacturers supplying the hospitality sector.  There are currently 51 employees, all based in Llansamlet, Swansea.  VCL is an unionised organisation that recognises the GMB Union. 
Since the COVID-19 pandemic began in March 2020, VCL has adapted to changing working conditions (Worley and Claudy, 2020).  Employees who were able to carry out their roles effectively from home were instructed to work from home in line with government guidance (gov.wales, undated) and those unable to do so (predominantly production operators) remained coming to the site to perform their roles. 
This report will evaluate the use of the PESTLE tool to analyse the external environment for strategic planning.  It will then go on to critically analyse 2 PESTLE factors that are currently impacting corporate and HR strategic direction at VCL.  Recommendations for the CEO will be outlined in the final section of the report.
[bookmark: _Toc98314848]1.1	The PESTLE Tool
The role and impact of external factors on an organisation can be analysed using a PESTLE (Political, Economic, Social, Technological, Legal and Environmental) analysis (CIPD, 2021).  PESTLE analysis can uncover long-term trends and support a range of business planning situations such as strategic business planning, workforce planning and organisational change (Farnham, 2015).  
The tool has evolved over 40 years as it started as PEST.  Two additional categories, legal and environmental, were added in the 1990s to reflect the growth in business regulation and the growing importance attached to the protection of the environment during the 1980s.  The increased interest in ethical matters and corporate social responsibility have resulted in additional “E” to be added to the model creating the change to the word STEEPLE (Taylor and Perkins, 2021).  Taylor and Perkins (2021, p.10) suggest there may now be a case for additional headings to be added to cover the ageing population, globalisation and international labour markets which would create the ELDEST PIG analysis.
1.1.1 [bookmark: _Toc98314849]Advantages of the PESTLE Tool
The key advantage to the PESTLE tool is that it is a simple and straightforward approach that consists of a checklist of headings ensuring all relevant factors are considered when analysing an organisation’s business environment (Taylor and Perkins, 2021).  Using the PESTLE Tool encourages the development of external and strategic thinking (CIPD, 2021).  It can also highlight new opportunities and give a warning of any potential significant threats (Mindtools.com, no date). 
1.1.2 [bookmark: _Toc98314850]Disadvantages of the PESTLE Tool
The main disadvantage of the tool is that users could capture too much data making analysis incredibly difficult (CIPD, 2021).  Moreover, the pace of change, particularly in the current endemic situation, makes it difficult to predict future developments which may impact an organisation (Cheese, 2021). Used on its own the PESTLE tool only provides an insight into external factors.  It is often therefore used in conjunction with a SWOT analysis as this explores the external factors on an internal level such as at product line or product level (Srdjevic, et al., 2012).

2. [bookmark: _Toc98314851]PESTLE Factors affecting VCL

Two PESTLE factors that are most pertinent at VCL currently are social and economic.
[bookmark: _Toc98314852]2.1 	Social Factors
According to the ONS 86% of those who worked from home in April 2020 did so because of the COVID-19 pandemic (ONS, 2020).  At VCL all employees who could effectively work from home were instructed to do so from March 2020.  At first, this was successful, and employees enjoyed a better work-life balance due to less time spent commuting, it was easier to manage childcare arrangements, there were fewer interruptions etc. (Spiggle, 2020).  However, after a few months, some employees (those who live alone in particular) reported home working was negatively impacting their wellbeing as they missed the interaction with colleagues in the workplace as well as some were finding it hard to switch off from work (VCL, 2021).  
Pre-pandemic at VCL all employees worked 5 days a week onsite.  However, it became evident that following the easing of government restrictions and the expectation for the homeworkers to return to the office, this was not something employees wanted to do and the HR strategy at VCL needed to change to accommodate this (McKinsey, 2021).  
Adapting the HR strategy to a hybrid working approach (CIPD, 2021a) in August 2021 has so far proved to be successful with 100% of eligible employees now working in a hybrid way (VCL, 2021c).   However, hybrid working is not suitable for all roles at VCL, particularly in production.  VCL has ensured fairness as much as possible across the workforce when allowing flexibility which has resulted in several operators submitting requests for flexible working (VCL, 2021a). This is a change for VCL as historically there has been minimal flexible working requests submitted from operators and approved.
The re-introduction of staff to the workplace was not without issues with the main one being that there was a noticeable divide between those who had been working from home and those who had been onsite throughout the pandemic (Hirsch, 2021).  Returning workers reported feeling unwelcome and anxious when they returned to the office (VCL, 2021b) and those who had been on site reported the increase in staff and therefore noise etc. was distracting.  VCL has encouraged employees to spend time getting re-acquainted and is focussing on culture and bringing the workforce together.  Monthly events such as bingo, quizzes etc. are happening to create a more positive environment and improve employee morale (Agrawal, 2018).
The changing requirements of employees have impacted the HR strategy of the VCL to be more people focused.  Wellbeing is a priority and is evidenced at VCL through the introduction of various new policies including a Wellbeing Policy (VCL, 2021d) and Menopause Policy (VCL, 2021e).  
This is an important factor when considering the future of the business and attracting and retaining talent as if VCL cannot offer what people want employees may leave and recruitment will be more difficult (CIPD, 2021b).  Some argue that hybrid working may eventually be rejected by employees as they feel as though they may be missed out for a promotion for example over someone who is in the workplace as they are less visible and that even though they be very productive at home, this productivity may not be noticed (Lufkin, 2021 and Robinson, 2022).  This has not yet been the case at VCL.  


[bookmark: _Toc98314853]2.2 	Economic Factors
Several economic factors are impacting the corporate and HR strategic direction at VCL.  
The current tight labour market is making recruitment difficult (Taylor, 2018) with demand currently exceeding supply (KPMG, 2021).  According to the ONS, there was a record number of job vacancies of 1,102,000 from July-September 2021 (ONS, 2021).  At VCL all recruitment is currently outsourced meaning this is a costly activity for the business.  VCL recruited 2 members of staff on permanent contracts in November 2021 both of whom have departed the business already.  HR strategy to address this in future could be to consider in house recruitment practices to achieve better candidate fit (indeed.com, 2021) as well as considering re-skilling or upskilling existing employees (Deloitte, no date).
Government lockdowns and forced business closures in the UK and around the world have had a negative impact on the closures business unit at VCL. The hospitality sector has shrunk significantly (ONS, 2021a) meaning VCL’s customer base is now smaller than it was pre-pandemic.  Employees at VCL have noticed this decrease in business and are understandably nervous about their jobs.  A corporate strategy is in place to increase the customer base outside of the hospitality sector to mitigate the losses (VCL, 2021f).  HR strategy is to communicate with employees regularly openly and honestly to ensure transparency as much as possible (VCL, 2021g). 
Inflation is at its highest rate in 30 years at 5.4% (ONS, 2022) resulting in raw material price increases throughout the entire supply chain. This, along with the consequences of Brexit continue to impact VCL because of astronomical price increases in shipping container prices and lack of availability (Barns-Graham, 2021) making it difficult to deliver products to customers at an acceptable price.
Continued economic instability makes accurately forecasting customer demand difficult, which in turn makes production and resource (including people) planning extremely challenging (Anderson, 2004).  HR continues to work closely with Finance and Sales to ensure the workforce can meet demand.  
The increase in National Insurance contribution from April 2022 (Gov.uk, no date) is estimated to cost VCL an additional £50,000 for the year (VCL, 2021h).  This is the cost to the business which is in addition to the cost each employee will incur.  Combined with the soaring prices of energy employees have less disposable income and goods and services and are more expensive than last year. 
A further economic factor that will impact VCL from April 2022 is the introduction of the Plastics Packaging Tax (Gov.uk, 2021).  This is estimated to cost VCL an additional £80k per annum (VCL, 2021i).
The economic factors VCL is experiencing are significant because they have a knock-on effect on the employees.  Some employees are earning minimum wage and they will feel the impact of the increased costs in the next few months more than others.  Cashflow is more restricted meaning there is reduced opportunity to increase pay for employees.  HR strategy, in line with the corporate strategy, should be to investigate other ways of rewarding, retaining, and attracting staff (Cheese, 2021).  These could include increased pension contribution, discount schemes, employee assistance programmes etc. 


3. [bookmark: _Toc98314854]Conclusions
The hybrid working strategy as well as other linked strategies that are focused on flexibility and wellbeing at VCL are currently successful.  Future changes to these strategies should not be ruled out and VCL is already preparing for the increase in employees working more from the office when the increase in energy costs and increase in NI come into effect in April.  These progressive strategies may give VCL a competitive advantage in becoming an Employer of Choice in accordance with Higgs 2004 (Taylor, 2018) as such forward ways of thinking are unusual in traditional manufacturing companies.  Government data confirms this with 29.6% of employees in the manufacturing sector reporting to have worked at home at some point in 2020 compared with 69.2% of employees in the information and communications sector. (ONS, 2021b).
Economic factors have had and will continue to impact VCL HR strategy for pay, reward and recruitment.  VCL is not able to increase pay so it must ensure employees are supported with honest communications and an open-door policy for those experiencing difficulty.  The focus on wellbeing will be more critical than ever as some employees may begin to experience real financial hardship following the increases in NI and energy prices in April. 
4. [bookmark: _Toc98314855]Recommendations
Based on the conclusions the following recommendations are made concerning the future corporate and HR Strategy.
[bookmark: _Toc98314856]4.1	Wellbeing and Employee Morale
Budget constraints at VCL (for 2022 at least) are likely to prevent the introduction of an Employee Assistance Programme due to cost (VCL, 2021j). 
However, VCLs approach to employee wellbeing could be further enhanced through the introduction of low-cost, in-house initiatives such as Mental Health Coffee Mornings and Menopause Cafes for example.  Low-cost initiatives such as these can have a large positive impact on staff (CIPD, 2019).  
[bookmark: _Toc98314857]4.2	Re-Skilling / Upskilling Employees
Given the current tight labour market retaining existing talent has never been more important (Taylor, 2018).  There would be a cost of backfilling positions for those moving to more skilled roles but upskilling existing staff can be easier and more cost-effective than recruiting new talent (PWC, 2021).  Investing in staff training has been shown to help boost employee morale and wellbeing at VCL (Parfitt, 2021).
[bookmark: _Toc98314858]4.3	Flexible Working
VCL should continue to offer a flexible approach to working wherever possible to retain the current workforce and attract new talent (Bridgland, 2018).  There is no financial cost to VCL for this, but it must be managed carefully to ensure enough of the workforce are on-site to satisfy customer demand at any given time (VCL, 2022).
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