


Element 2: Business Environment & Competitor Analysis
Introduction
As a Level 5 Business and Management student at UWTSD in Canary Wharf, I have chosen to base this analysis on a small barbering and grooming business, as I am already familiar with this industry through practical experience. This assignment explores the external environment using the PESTEL framework and then evaluates how these factors influence the business by identifying opportunities and threats. Finally, a SWOT analysis is used to combine both external and internal factors to give a clearer understanding of the business position.
The aim is to show not only what is happening in the wider environment but also how these changes directly impact day-to-day business operations and long-term growth.

PESTEL Analysis
From a political perspective, government policies such as minimum wage increases and taxation have a direct impact on small businesses. For a barber shop, rising minimum wage means higher staff costs, especially if there are multiple employees. At the same time, business rates and taxes in London are relatively high, which can put pressure on profit margins. This means the business needs to maintain a steady flow of customers just to cover fixed costs.
Economically, the current cost of living crisis in the UK plays a major role in customer behaviour. When people have less disposable income, services like haircuts can be seen as less frequent or less essential. However, grooming is still important to many people, so instead of stopping completely, customers might visit less often or choose cheaper services. This creates a need for competitive pricing and good value for money.
Social factors are very important in this industry. Trends in grooming, appearance, and self-care continue to grow, especially among younger customers. Social media platforms influence styles and expectations, meaning customers are more aware of current trends and demand higher quality services. This is positive for business, but it also increases pressure to stay up to date with styles and customer preferences.
Technology also plays a key role. Online booking systems, digital payments, and social media marketing are now essential rather than optional. A barber shop that uses platforms like Instagram or TikTok can attract more customers and build a strong brand. On the other hand, not using technology could result in losing customers to competitors who are more visible online.
Environmental factors are becoming more relevant, even in small businesses. Customers are increasingly aware of sustainability, such as reducing waste or using eco-friendly products. While this may increase costs slightly, it can also improve the brand image and attract more environmentally conscious clients. Legal factors include health and safety regulations, hygiene standards, and licensing requirements. Barber shops must follow strict cleanliness rules, especially after COVID-19, and failure to comply can lead to penalties or loss of reputation. 
Opportunities and Threats
Based on the PESTEL analysis, several opportunities can be identified. The growth of social media and grooming trends creates a strong opportunity to attract new clients and build a personal brand. Technology also allows the business to reach more people and improve customer experience through online bookings and promotions. Additionally, increasing awareness of self-care means there is a consistent demand for grooming services.
However, there are also clear threats. Economic pressures such as inflation and the rising cost of living may reduce how often customers visit. Increased competition, especially in London, means customers have many options, making it harder to retain loyalty. Higher operating costs, including rent and wages, also create financial pressure. If not managed properly, these factors could reduce profitability.

SWOT Analysis
The business has several strengths, including practical skills, direct experience in the industry, and the ability to build strong relationships with customers. Being able to understand client preferences and provide personalised services is a key advantage. In addition, having knowledge of current trends can help attract and retain clients.
At the same time, there are weaknesses that need to be considered. Limited financial resources can restrict growth, marketing, or expansion. There may also be a lack of experience in managing a full business independently, especially in areas such as finance or long-term strategy. Time management can also be challenging when balancing work and studies.
In terms of opportunities, the use of social media and digital tools can significantly increase visibility and customer reach. There is also potential to expand services, such as offering premium treatments or products. On the other hand, threats include strong competition, rising costs, and changing customer spending habits due to economic uncertainty.

Conclusion
In conclusion, the external environment has a significant impact on how a barbering business operates and grows. Factors such as economic conditions, technology, and social trends create both opportunities and challenges. By understanding these influences, the business can make better decisions and adapt more effectively. While there are clear risks, especially related to costs and competition, there are also strong opportunities for growth through branding, customer relationships, and the use of technology. With the right approach, the business can remain competitive and continue to develop in a changing environment.


Recommendation
Based on the analysis, the business should focus on strengthening its online presence and customer loyalty. Investing more time in social media platforms such as Instagram or TikTok would help attract new clients and stay relevant with current grooming trends. At the same time, introducing a simple loyalty scheme or small discounts could encourage repeat customers, especially during the current cost of living situation. It would also be beneficial to use an online booking system to improve convenience and reduce waiting times. By combining digital marketing with good customer service, the business can remain competitive and build a stable client base over time.
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