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1. EXECUTIVE SUMMARY

The purpose of this report was to analyse the impact of the external environmental forces affecting Swansea City A.F.C. To analyse these forces, the PEST analysis framework, consisting of four elements, political, economic, social and technological was applied. 
In terms of the political environment affecting Swansea City A.F.C, trade restrictions with Europe and work permits were identified as the potential threats to the company. Variety of standards and legal regulations which Swansea City A.F.C.is obligated to comply with were recognised as having an impact on the company expenditure. In terms of the company profits, the future reduction to the Corporation Tax, as well as the potential expansion of the Liberty Stadium were identified as beneficial to Swansea City A.F.C
The post-Brexit devaluation of the Pound Sterling, high level of UK inflation, as well as increased National Minimum Wage, were identified as the economic factors, increasing the expenditure of Swansea City A.F.C.  
In analysing the social environment, the football club supporters were recognized as having a huge impact on the company profits. However, fights between rival teams were identified as having a negative influence on the company. Also, an active engagement of Swansea City A.F.C in the local community life were recognised as beneficial to the company in terms of its profits. 
The online presence of the Swansea City A.F.C, as well as the social media engagement, were recognized as profitable to the company. Future changes to the General Data Protection Regulation, affecting the company, were also discovered. Furthermore, the potential expansion of the stadium was identified as an opportunity to Swansea City A.F.C, and the increased number of the potential partners and sponsors were recognized as an implication of this expansion. 
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2. INTRODUCTION

Swansea City A.F.C is a welsh Premier League football club, with the home stadium situated in Swansea. The council-owned Liberty Stadium also provides a home for the Ospreys rugby team, as well as offers a venue for conferences and events. (Liberty Stadium, 2018) Upon agreement between Swansea Council and Swansea City A.F.C in February 2018 full operational control of the stadium has been passed over to the Premier League club. (Swansea Council, 2018) The purpose of this report is to analyse the environmental forces affecting Swansea City A.F.C, as well as to determine the impact of these forces on the company. To analyse the environmental forces the PEST analysis will be applied. 

3. PEST ANALYSIS FRAMEWORK  

PEST analysis is an analytical framework, consisting of four external environmental forces, political, economic, social and technological, impacting organisation's activities (Figure 2-1). (Brooks, et al., 2011) According to CIPD (2017), having identified companies macro environment allows to avoid or minimalize the future business threats, as well as leading organisations towards the future opportunities. (CIPD, 2017)
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Figure 2-1 PEST Analysis four environmental forces 

4. POLITICAL ENVIRONMENT AND ITS IMPACT ON SWANSEA CITY A.F.C
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The current political situation in the UK is surrounded by many uncertainties. In the 2016 EU referendum, the UK voted to leave the EU (Government Digital Service, 2017), which resulted in political instability in the UK. There are many potential implications of Brexit which the company 
should consider, for example, trade restrictions with the EU and work permits. Future changes to these regulations might affect the Swansea City A.F.C and its access to non-UK players. 
The political environment is strongly linked with legal framework imposed on companies. Swansea City A.F.C is obligated to comply with a variety of Codes, Standards and Regulations. There are strict health and safety regulations that the company must follow to provide a safe place of work, as well as a safe environment for people who engage in activities carried out by the company. (Swansea City Association Football Club, 2018) Applying these regulations requires additional human resources and increases the expenditure of the company. 
The Swansea City A.F.C is also obligated to pay the Corporation Tax on its profits. The current Corporation Tax rate in the UK is 19%. (Government Digital Service, 2018) In the financial year 2017 Swansea City A.F.C reported a pre-tax profit of £13.4 million. (Swansea City Association Football Club, 2018) With such a high profit the company is obligated to pay a huge amount of tax, hence the importance of stable Corporation Tax rate in the UK. In 2015 the government established the Corporation Tax main rate at 19% for the years 2017, 2018 and 2019. They also announced the reduction to the Corporation Tax to 17% in the financial year 2020. (Government Digital Service, 2018) The reduction declared by the government will benefit Swansea City A.F.C and significantly cut the amount of tax which the company is obligated to pay. 
There are also potential opportunities that derivers from the agreement between Swansea City A.F.C. and Swansea Council. The full operational control of the stadium allows the company to further expand the stadium, sponsorship, conferences and events venues. The potential expansion and freedom to commercialise the stadium can significantly increase the profits of the company. 

5. ECONOMIC ENVIRONMENT AND ITS IMPACT ON SWANSEA CITY A.F.C

Many economic aspects influencing Swansea City A.F.C are the result of the political situation in the UK. The post-Brexit devaluation of the Pound Sterling raised the prices of imported goods. The falling pound increases the transfer fees and the wages of the players, as well as increases the costs incurred by Swansea City A.F.C. 
The raising production and transport costs, caused by the devaluation of the Pound Sterling, resulted in the high level of inflation in the UK. The statistics show the growing trend of the UK inflation with the latest rate being 3.1% (figure 5.1) (EconomicsHelp, 2017) The high level of inflation in the UK further increases the expenditure of Swansea City A.F.C., for example, energy and food prices. The increased expenses might force the company to raise the prices of the tickets, as well as to increase the prices of the other products and services offered by them. The employers aiming to keep their standards of living can also request raises in wages due to increased costs of living. 
3

Also, the UK National Minimum Wage (NMW) increases every year (figure 5-2), with the current wage being £7.50 for ages 25 or over. In April 2018 the NMW increases to £7.83 (Government Digital Service, 2018) and it is estimated to reach around £9.00 by 2020. (EconomicsHelp, 2016) Swansea City A.F.C is expected to report significant labour costs raises, as an implication of the increased NMW.  
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Figure 5-1 UK Inflation Rates
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Figure 5-2 UK National Minimum Wage

6. SOCIAL ENVIRONMENT AND ITS IMPACT ON SWANSEA CITY
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The vital part of Swansea City A.F.C society are the football and rugby club fans. The company has got many supporters, regardless of their age or lifestyle who are emotionally connected with their team. This generates the profits of the company, but it can also restrain the Swansea City A.F.C from raising the prices of the tickets, regardless of whether their costs increase. Furthermore, it provokes 
fights and attacks on the rival team during the matches in the Liberty Stadium. It forces Swansea City A.F.C to apply strict security measures, for example segregating groups of supporters. These security measures prevent fights but also involves additional costs incurred by the company. 
It is also vital for Swansea City A.F.C to create a good image of the company. “Corporate Social Responsibly” is making a positive contribution to society to show the positive picture of the company to the public. (Marine Management Organisation, 2014) Swansea City A.F.C is committed to fund two new 3G pitches every five years for community use. (Swansea Council, 2018) Also, the company registered charity, the Swans Community Trust, is actively involved in many programs, for example, Inclusion Project, supporting local communities. (Swansea City Association Football Club, 2018) The active engagement in the local community life allows Swansea City A.F.C to create a positive picture of the company due to media interest in the activities carried out by them. 

7. TECHNOLOGICAL ENVIRONMENT AND ITS IMPACT ON SWANSEA CITY A.F.C

New media, such as mobile apps, websites and social media play a vital role in today’s society. Facebook reported 1.4 billion daily active users on average for December 2017 (Facebook, 2018), hence the importance of social media engagement. Swansea City A.F.C official website contains links to their Facebook and Twitter pages. (Swansea City Association Football Club, 2018) Through the social media, the company can engage with customers, potential fans and sponsors which then results in profitable relationships with them. 
Also, the growing trend of online shopping required the company to online presence. The match tickets, as well as the other products sold by the company, are available online. Active involvement in new media is profitable to the company, however, it requires additional investments, as well as compliance with additional regulations, for example, General Data Protection Regulation. In May 2018 the existing regulation will be changed, due to the UK’s decision to leave the EU. (Local Government Association, 2018) To avoid penalties, Swansea City A.F.C should fully acknowledge and comply with the new regulation.   
Swansea City A.F.C also offers several types of advertising, for example, pitch facing LED advertising, to its partners and sponsors. (Swansea City Association Football Club, 2018) The potential expansion of the stadium gives the company an opportunity to implement new technologies and increase the range of services offered to its partners and sponsors. The new investments can significantly increase the number of valuable connections with the company partners and sponsors and result in higher company profits.  

8. CONCLUSION
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The current UK environment is surrounded by many uncertainties as the result of the UK to leave the EU. These uncertainties, as well as new regulations, post-Brexit devaluation of the Pound Sterling, high UK inflation and increased N.M.W should be considered by Swansea City A.F.C when developing their strategic plans. There are also new opportunities that derivers from the potential expansion of the stadium. It enables the company to make profitable connections with sponsors, investors and customers. These connections together with the future reductions of the Corporation Tax can significantly increase the profits of the Swansea City A.F.C. 
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