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[bookmark: _Toc99993940]Executive Summary
This report will critically analyse the PESTLE tool and its use within organisations. It will underpin that whilst the PESTLE tool is useful in many respects, it is best utilised alongside Porter’s five forces to gain competitive advantage as well as dynamism.
Furthermore, the report will utilise the PESTLE tool by analysing the social and economic factors currently affecting HEL. This will underline that the current social and economic factors are now affecting employees’ stance towards working from home or from the office but also towards the labour market and what job seekers are currently looking for from employers.
Recommendations will be made to HEL to implement a hybrid or agile working model in order to ensure flexibility towards employees to make the best decision for themselves. Furthermore, recommendations will be made to HEL to review their benefits schemes and offer new benefits in the form of salary sacrificing schemes, such as the cycle-to-work in order to aid employees in the current economic crisis.
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[bookmark: _Toc99993941]Glossary of Terms
HEL – Hornbill Engineering Ltd
PESTLE – Political, Economic, Socio-cultural, Technological, Legal, Environmental.
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HEL are a medium-sized enterprise and is a full-service Electrical Engineering partner, offering a “full-turnkey solution” service to mainly the utility sectors such as the Water, Gas, Oil and Metal industries not only in the UK but worldwide (HEL, ND). They currently employ around 125 employees and are continually expanding through an expansion of services and their reputation.
In many respects, given the clients HEL has, their work is considered to be an essential service. This, in addition to being a contracting company operating globally, means that the organisation continually experiences multiple external factors affecting the management of Human Resources and is prone to having a somewhat precarious nature.
The previous two years since the pandemic erupted have been extremely volatile and have not slowed down since. Even two years down the line, Covid-19 and the continual change in legal and government guidelines as well as the ongoing war between Ukraine and Russia, the subsequent energy crisis, and the rising costs of living, are all continually changing how we work and manage human resources almost daily. One of the biggest impacts that Covid has had on HEL is that its HR Strategy has been neglected as the HR department only has one employee and is small for the size of the company which has led to ‘firefighting’ the more important and urgent issues.
The CIPD (2021) highlights that understanding and monitoring the external environment can allow professionals to detect long term trends that can aid in the strategic planning of the business, including workforce planning, organizational change and people strategies.
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[bookmark: _Toc99905770][bookmark: _Toc99993944]Analysis of PESTLE.
The PESTLE tool can be a key tool for organisations to better understand their position in the market and effectively plan the business strategy in many different respects such as marketing, sales and people performance and management (Perera, 2017). The main reason to conduct a PESTLE Analysis is to assess the risks towards the business to better inform decision making as it allows the business to take into account any extra costs that may occur or any other limitations that may be faced due to changes to the external environment (CIPD, 2021), and so it is easy to see that the tool can be an extremely useful and resourceful tool to organisations.
The PESTLE tool has many benefits to it, it is well known and simple to use, it can enable the organisation to spot business opportunities and exploit them to their fullest potential, and it can also allow the organisation to spot potential threats and decrease their impact before they happen (CIPD, 2021). On the other hand, the CIPD (2021) also reports that the simplicity of the tool can also allow users to make decisions based on insufficient data, this would mean that the decisions that the users take based on the tool may be unfounded. Furthermore, the pace of change in the external environment makes it difficult to foresee how the future environment may affect the business (CIPD, 2021), for example, the Covid-19 Pandemic was unprecedented and the pace at which it unfolded meant that it was almost impossible for businesses to prepare for it and reduce the impact it would have on the business and therefore the model would need to be repeated frequently to keep it current.
An alternative to the PESTLE analysis is ‘Porter’s five forces’ (Porter, 2008), which analyses the 5 forces of competitive advantage and aims to aid organisations to achieve this is in the industry they belong to (Goyal, 2020). The model analyses the bargaining power of buyers, the bargaining power of suppliers, the threat of new entrants to the industry, the threat of substitutes and existing rivalry (Goyal, 2020; Porter, 2008). 
Porter’s five forces model is slightly more sophisticated than the PESTLE analysis as it determines industry attractiveness rather than merely determining potential threats to a business, however, the model is also able to interlink with other models such as the PESTLE model, which can aid in the business being more dynamic (Grundy, 2006). As Porter’s five forces model is also weak in providing an insight into estimating the dynamism of the future industry (Beattie, 2018; Goyal, 2020; Grundy, 2006), it is evident that businesses gain the most advantage by using both the PESTLE model and Porter’s Five Forces model interchangeably, to gain both competitive advantage and dynamism.
[bookmark: _Toc99905771][bookmark: _Toc99993945]Social Factors Affecting HEL.
During the pandemic, business resumed as normal for HEL as a majority of their client base were considered essential services, ensuring a steady flow of work to all of its employees. It did, however, result in all staff who were eligible to do so, working from home during the heights of restrictions. With a majority of eligible staff being female, this was mostly a success due to family commitments and many reporting improved wellbeing. Narwan (2021) reports that the number of women who state that they are unable to work due to family commitments and caring responsibilities has fallen by 200,000 since the pandemic has popularized working from home. Furthermore, the CIPD (2021a) reports that hybrid working can improve work-life balance, provide employees with more time for friends and family and increase levels of motivation and therefore productivity. George (2021) also reported that Gartner’s (2021) recent study found that 70% of employees wish to continue some form of remote working proving that hybrid working has many benefits. However, this was not a stance that HEL was prepared to take permanently after the pandemic had passed.
Since enforcing working at the office only, many employees have since left the business with a handful of those leavers departing to gain a new job that offers a hybrid working model at the very least, if not fully remote. Organisations that implement a hybrid working model into their strategy, are expected to gain a significant advantage in the labour market by attracting top talent and retaining them by offering more flexibility in work (ÇİFTÇİ, 2021) which is something that HEL is now struggling with. 
As HEL does not offer hybrid or remote working, recruitment processes have become lengthy with extremely sparse applicants, who on the majority, do not have the suitable skills or experience for the advertised roles. This can become extremely costly for HEL. HRreview (2014) estimated that when an employee leaves an organization, it costs around £30,614.00 per employee, which of course increases with every week that the position is not filled. Furthermore, Brignall (2022) concurred that Randstad UK advised that turnover can cost as much as £25,000 for each worker that leaves and that companies will need to improve pay and other conditions to retain and attract staff. Considering that HEL pays relatively well, evidence is showing that the organisation should be considering offering other benefits such as hybrid working or other flexible working models.
Whilst it does seem that hybrid working is the future of employment, the volatility of the current environment is unprecedented and is almost always undergoing another change. With the energy crisis hiking up home bills, working from home may become too expensive for employees to maintain, HRNews (2021) estimated that almost 5 million UK employees are considering returning to the office amid concerns of energy bills increasing back in November, this may rise even further in April with further increases to National Insurance, fuel prices and energy bills.
[bookmark: _Toc99905772][bookmark: _Toc99993946]Economic Factors Affecting HEL.
Evidently, the economic factors affecting HEL have been extremely volatile, and it is becoming increasingly difficult to predict how the economy will change in the future. Following the effects of Covid-19, we are now experiencing ‘The Great Resignation’, the war between Ukraine and Russia affecting fuel prices, and now an energy crisis and higher living costs all directly affecting HEL’s HR Strategy.
All these factors are making it extremely difficult to strategize recruitment and retention of staff as the needs of current and prospective employees are continually changing. Following the heights of the pandemic, and at the beginning of ‘The Great Resignation’ employees were willing to take pay cuts to remain working from home (Bero, 2021). However, this stance will most likely change again, with increases in National Insurance by 1.25% (Gov.uk, 2022), as well energy and fuel prices by approximately £700 per domestic bill per year (Peachey, 2022), pay and benefits will be back at the forefront of employees’ priorities when accepting jobs.
With the effects of ‘The Great Resignation’ and operating in such a tight labour market (Reid, 2022), whilst HEL’s turnover is rapidly increasing, its workforce is currently not. This results in increased workloads for the existing staff and could eventually lead to more potential employee exits due to burnout, little job satisfaction, etc., and the company's turnover stagnating due to the fact that they will not be able to accept new work as they are short-staffed. The number of job vacancies grew to 1,318,000 between December 2021 and February 2022 and the employment rate also increased to 75.6% (ONS, 2022) showing that the labour market remains tight, despite the statistics showing a slowdown in these rates. This shows that HEL will continue to struggle on the recruitment front for a while as the labour market remains tight.
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Businesses are operating through unprecedented and extremely volatile external environments, which have never been experienced before and it seems as though change is becoming the new normal. Evidently, businesses now have to be as proactive as possible and attempt to foresee the changes to the external environment before they happen to have a competitive advantage over their peers and competitors. This also importantly applies to the HR Strategy of organisations as the people are the main function of a business. HR departments should consistently be monitoring the external environment to keep the competitive advantage within the labour market and also to strategise the retention of existing staff aiding in the productivity and profitability of those employees.
HEL will evidently face problems if the items identified through the PESTLE analysis are not accommodated to the external problems currently facing the people of the organisation. Despite changes to costs of living, hybrid working remains a popular factor that job seekers consider when accepting roles and a benefit appreciated by current employees to reduce burnout and stress with family commitments. Furthermore, the cost of living is also evidently affecting people which further proves that more flexibility in where employees work allows for greater productivity as there is less stress about how the employee can afford their lifestyle. 
[bookmark: _Toc99905774][bookmark: _Toc99993948]Recommendations
Following the conclusions above, a recommendation is made to HEL to implement a hybrid working model into their HR Strategy. Whilst employers may find it difficult to adjust to a remote way of managing employees, it has multiple benefits to both the employee and employer. The CIPD (2021a) highlights that working from home can improve work-life balance for employees and therefore contribute to improved wellbeing, allow for less time and money spent on commuting to work and helping the employee financially, and allow for greater motivation. The CIPD (2021a) further highlights that this can result in savings on office space, lower absence rates through increased productivity and higher job satisfaction.
The aim of implementing a hybrid working model at HEL would be to allow greater flexibility to the employees in enabling them to choose where they work from. This then takes the pressure of increased fuel rates and living costs away from the employee as they can choose not to commute if the cost is too high or chose to work from home if it is cheaper than travelling to work.
Implementing a hybrid working model would not impose any costs to HEL but could save costs as there would be less electricity at the office being used, yet higher productivity through higher motivation levels, and improved attraction and retention.
Finally, a recommendation is made to HEL to improve the benefits available to employees including offering salary-sacrificing benefits as part of their HR Strategy. HEL employees are in general earning significantly higher than the UK National Minimum wage, however, they will still feel the pinch of the rising costs of living this year. It is recommended that HEL implement salary-sacrificing schemes such as the cycle-to-work scheme and childcare voucher schemes (Courquin, 2022). The aim of this would be to provide relief to some of the items that employees need to reduce stress and allow their pay to go further. Furthermore, allowing for these benefits can also demonstrate to the employee that the organisation is committed to investing in them and aid in gaining their trust and loyalty which will ultimately improve their motivation and productivity.
In conclusion, by applying these recommendations to HEL’s HR Strategy, the organisation can greatly benefit from them. It is evident that being a service-based business, the people are the organisation’s main function and therefore, throughout these volatile times, the HR strategy is of utmost importance to the success of the company.
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