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A PESTLE analysis ‘studies the key external factors (Political, Economic, Sociological, Technological, Legal and Environmental) that influence an organisation’ - (CIPD, 2021). It gives an organisation a holistic view of the external environment in order to consider and plan accordingly. 

Based on the PEST (political, economic, social and technological) analysis common from the 1980s onwards . PESTLE expands on this with the Political and Legal factors analysed separately plus the Environment factor.  This showed a growing awareness of environmental issues such as global warming. (Kew, 2016). PESTLE aims to cover ‘issues that could significantly affect the strategic development of a firm.’(Law, 2016)

PESTLE analysis can be used to support  processes and plans including those conducted by the HR function including:

Strategic business planning - 
A PESTLE analysis helps to provide relevant information to understand the businesses current direction risks and opportunities from the external environment. They support businesses success with “a comprehensive strategic analysis to understand the business and its surrounding circumstances to determine the opportunities and threats and other potential impacts on the organisation.” (McKee, J. ,2022) 

Organisational change -
PESTLE supports and gives understanding of the context around change to ‘understand opportunities and threats around labour changes, such as skills shortages or current workforce capabilities.(Battista, 2021)

People strategies, reports and projects -
A PESTLE analysis can be used by HR to look eternally. It ‘can be helpful to examine the company's and HR department's past and current situations’ as ‘Looking to the future is essential when creating an annual HR plan.’ (Brome, 2021)

There are several advantages to the PESTLE model including its simple framework and promoting the development of strategic thinking. Disadvantages include it’s use to support decision-making without relevant/sufficient information. Analysis needs to be carried out on a regular basis to be effective. (CIPD, 2021)

Whilst there are other models such as Porter's 5 Forces (Porter, 1980). PESTLE focuses less on competitors and should be used in conjunction with other analytical tools such as the above and SWOT analysis (Wilson, 2021) for cleaner understanding. 

Political
Political factors cover the extent that the government may affect the organisation. This may include government policy, political stability and various requirements covering many areas including education and health.

For instance Brexit has had a significant impact on businesses over the past 24 months in particular in recruitment of the ‘types of roles that lower-skilled EU nationals would have traditionally been free to fill’ (Ali, 2021). 

When conducting a PESTLE analysis a business which employs workers from overseas may need to consider changing visa requirements for various countries. 

Recently the UK has been unstable politically with three separate prime ministers in 2 months (BBC, 2022). This ‘directly led to a fall in confidence and an increase in costs’ according to many business executives (Financial Times. 2022).

Economic
Economic factors to consider can cover economic growth/decline, rising or lowering  interest, inflation and wage rates.

For instance currently the UK is facing a ‘cost of living’ with a ‘the fall in real disposable incomes that the UK has experienced since late 2021 (Hourston, 2022). This in turn will affect markets seeking disposable income such as businesses in the tourism and technology sectors. 

The charity sector is also likely to significantly be affected by less donations from the public and an increase in demand for assistance with 76% of the public stating relevant charities should be ‘providing help and support to those who are most affected by the cost of living’ (Clifton, 2022) 

Sociological
Sociological factors cover many aspects including population, public healthcare, education and income levels. It also covers public attitudes and cultural norms which may change from time to time. An understanding of social factors as a whole can help identify external opportunities and threats to the business. 

It is important to understand societal issues and diversities and actively support  inclusion and diversity. LGBTQ+ charity Stonewall encourages all organisations to sign up for the Workplace Equality Index. It encourages this for organisations to have a ‘A deeper understanding of how to support LGBTQ+ colleagues, partners, and stakeholders’ (Stonewall,2022) 

Another Factor for consideration may be different age demographics and how they expect to interact with and work in businesses. Consideration may be placed on research suggesting that those of Gen Z are more ‘willing to walk away from employers if their needs aren’t met.’ (BBC, 2022) 


Technological
Technology can have a significant impact on businesses with new technologies changing the way we work, replacing roles and creating more opportunities. 

Since the 2020 global pandemic we have relied on new technologies with ‘36% of working adults reported having worked from home at least once in the last seven days’ as of January 2022. (ONS, 2022). This need was facilitated with technology such as zoom enabling productive working from home for many roles.

New technologies are also constantly evolving and becoming available such as in the fields of robotics and AI with ‘fears of automation and robots taking over human jobs continue to circulate.’ (Rhee, 2018). Organisations should consider how this will affect their products and services and may make their current business model obsolete. In recent times the failure of Blockbuster to adapt to new technologies is often highlighted with their rival Netflix quickly overpowering them being around ‘ten times what Blockbuster was worth’ at its height as of their closing. (Satell, 2014)





Legal
Legal factors cover legislative issues, consumer protection and health & safety laws along with employment law and many legislative areas.

For instance In the housing sector of the UK the recent introduction of the renting homes act 2016 has by law changed the Relationship between landlords and tenants including new requirements such as legally needing to ‘‘keep in repair the structure and exterior of the dwelling’ In order to be entitled to rent payments (Legislation.gov.uk, 2022). Landlords who have not considered this change are likely to be out of compliance and with reduced income. 


Environmental

Environmental factors cover Issues of sustainability and waste management along with topics such as decarbonisation.

Organisations are having to become increasingly aware of their impact on the local and global environment for instance by sourcing goods locally in order to reduce their carbon footprint. A 2020 Study found that ‘ 66% of all consumers are willing to pay more for sustainable brands.’ and  less likely than ever to purchase unsustainable products. (Carbon Neutral Britain, 2022)

Failure to consider Issues can result in poor public perception of a company such as after the BP oil spill of 2010 (Meiners, 2020) and financial implications such as its ‘$16 billion settlement’. 
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