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[bookmark: _Toc169517769]Introduction 
The Body Shop is an UK based skincare, cosmetic and perfume company that was founded by Anita Roddick in the year 1976. The company commenced its operations as a small outfit in Brighton selling only 25 products. Due to lack of bottles, company was encouraging its customers to recycle packaging and there was huge demand of natural ingredients that were cruelty free and ethically sourced. The strength of the company is that it has wide operations which in turn can be seen from the fact that it operates around 2500 retail locations in over 80 countries and has more than 30 head franchise partners across the globe. However, its weakness is that it faces intense completion in this market. The aim of this report is to highlight the application of PESTLE analysis to analyse the impact of the external factors on the concerned company. The report will also explain the advantages and disadvantages of PESTLE analysis. The report will later be concluded by highlighting the application of stakeholder analysis and explain its advantages as well as disadvantages.  
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[bookmark: _Toc169517771]PESTEL analysis and its advantages and disadvantages
PESTEL analysis is an effective framework that organizations utilize to analyze and monitor the impact of external or macro-environmental factors on their business operations. This framework focuses on certain important external factors such as political, environmental, social, economic and technological factors (Boddy, 2017). The utilization of this framework makes it easier for organizations to determine the future scope of their reactions and to develop effective majors for strategic management. Business organisations use this useful framework to not just understand the market but also because it represents one of the backbones of strategic management by explaining what they should do to implement strategies and achieve their goals effectively. The advantages and disadvantages of PESTEL analysis are highlighted below.
Advantages of PESTEL analysis
· Facilitates in identifying external factors: One of the major advantages of PESTEL analysis is that it assists organisations in identifying and understanding the external factors that can exercise their influence over their business operations.
· Assist in identifying opportunities and threats: Another advantage of PESTEL analysis is that it makes it easier for organisations to identify opportunities and threads in the external environment (Alanzi, 2018). 
Disadvantages of PESTEL analysis.
· Too wide: PESTEL analysis framework can be too broad for some organisations as it takes into account a wide range of factors. Due to this, it can make it challenging for organisations to pay attention on the factors that are more relevant to their business operations. 
· Time consuming process: Using PESTEL analysis can be time consuming, especially in organisations that conduct thorough analysis. Due to having this disadvantage, organisations can find it difficult for them to keep up with changes in the external environment.

[bookmark: _Toc169517772]Application of PESTEL analysis on the Body Shop
· Political factors: Brexit was a political decision taken by the UK to withdraw its membership from European Union. This decision has prompted the company to relocate a party of its business operations from Littlehampton, West Sussex to Frankfurt, Germany. The company faces numerous challenges due to long run costs of Brexit. According to Wearden (2024) the company is set to appoint administrators because of the increasing costs required to manage its operations. This puts at risk jobs, shop closures and suppliers. Boddy Shop is in negotiation with L’oreal Paris which is willing to pay £652 for the company (Wearden, 2024).  
· Economic factors: Economic aspects like interest rate, inflation rate and unemployment rate can also impact the operations of the Body Shop. This can be seen from the fact that if the inflation rate is prevailing high in the country, then customer’s purchasing power will be low, and they will be less likely to non-essential products like cosmetic items. Before the pandemic, when the UK economy did not face any problems, Body Shop registered revenues of £805 Million. Since 2019, its revenues decreased year over year down to £408 million in 2022, due to the economic crisis crossing the country (Petruzzi, 2024). 
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· Social factors: Changing consumer’s needs and preferences can also affect the Body Shop’s business operations adversely (Martinez-Contreras et al., 2022). However, considering that Body Shop has been found on sustainable core values such as ethically traded natural ingredients, it can be said that Body Shop does not see sustainable demand as a threat. 

· Technological factors: The business operations of the Body Shop can also get affected by technological advancements and innovations such as e-commerce and digital marketing. The company took proactive rather than reactive actions to these trends. The company has an e-commerce platform but does not offer next day delivery as other retailers do. The company made successful use of social media to promote its products (Costa, 2023).  The company can also make use of emerging technologies of artificial intelligence and virtual reality to enrich the buying experience of its customers. 
· Legal factors: Cosmetic and skin care items are subject to strict safety guidelines that in turn need to be complied by the manufacturers to avoid adverse legal consequences. The Body Shop needs to ensure that it is following all the relevant rules and legislations like minimum wage law, health and safety act and others so that it can make its business legally compliant. 
· Environmental factors:   Environmental aspects like climate change and global warming can even impact the business operations of the Body Shop. The company is needed to make sure that it is using environmentally friendly packaging materials and reducing its environmental impact to make its business environmentally sustainable. It has been identified the company, till now, has reduced over 5000 kg/ton of carbon emissions through responsible waste management practices (Almack, 2024). 
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Stakeholder analysis is an effective tool that helps business organisations in identifying people and groups that can be impacted or have the potential to impact their business operations. With the help of this tool, it becomes easier for organisations to understand the expectations, needs and level of influence that can be exercised by their stakeholders (Freeman et al., 2018). The advantages and disadvantages of stakeholder emissions are highlighted below.
Advantages of stakeholder analysis
· Priortizing stakeholders: One of the significant advantages of stakeholder analysis is that it helps organisations in prioritising stakeholders based on their relevance and the extent to which they can exercise their impact on business operations. The tool takes into account some important elements to prioritise stakeholders such as power, influence and interest (Hoory and Bottorff, 2024).
· Meeting stakeholder expectations: Another key advantage of stakeholder analysis is that it helps business organisations in meeting the expectations of their stakeholders. It enables organisations to know about the expectations that their stakeholders have from business operations.
Disadvantages of stakeholder analysis
· One of the key issues that has been identified in application of stakeholder analysis is that it restricts the consistency in giving same consideration to each and every stakeholder. While applying stakeholder analysis framework, there will be segments based on influence and interest which results in breaking expectation. 
· As it has been mentioned before that stakeholder analysis is the framework which demonstrate power and interest of individual party on business operations. Therefore, the management will have to make certain efforts to handle implications of those parties who have high interest as well as power. Along with those who have high power in business decision and operations. 
Using Stakeholder Analysis for Body Shop
In order to analyse the impact of stakeholders on the decision and functions of any organisation, Stakeholder Matrix has been designed. It is helpful in evaluating the role of business stakeholders on the basis of their power and interest in the company. This matrix consist of four divisions or quadrants which is required to writing down the stakeholders on the basis of their power and interest- 
· High Power and Interest- These are crucial business stakeholders as they are highly interested in business decisions along with hold strong power in affecting them. In case of Body Shop, this category shas management team, investors, department head, executives and direct supervisors. 
· Low Interest and High Power: It contained all those people as business stakeholders who have high power, but their interest is low in business decision. In case of Body Shop, these stakeholders are government and other regulatory bodies along with local authorities. 
· High Interest and Low Power: All those stakeholders who have some sort of interest in the operations of business but have limited power in terms of making some influence. The Body Shop is also required to pay attention towards these stakeholders as they have great interest in its operations. Employees, colleagues or individuals in an unrelated department are some stakeholders that fall into this category. 
· Low power, low interest: Stakeholders who belong to this quadrant neither have power to impact business operation nor they take interest in operations. Customers who don’t have willingness to buy an organization’s products and suppliers who provide raw materials but do not remain concerned about the company’s failure or success are stakeholders who belong to this category. 

	
	High interest 
	Low interest

	High power 
	· Company’s management 
· Investors, 
· Department heads, 
· Executives 
· Direct supervisors
	· government agencies, 
· Regulatory bodies 
· Local authorities

	Low power
	· Employees
· Colleagues 
· Individuals in an unrelated department
	· Unwilling customers
· Less important suppliers
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From this report, it can be concluded that PESTEL analysis is an effective framework with the help of which organizations can analyse the impact that external factors can put on their business operations. The report has briefly explained the advantages and disadvantages of this framework. Further, it has been identified that stakeholder analysis is also a good tool through which organizations can determine the power and influence of their different stakeholders. It has also been found out that the concerned company can integrate new technologies in its operations to take competitive advantage over its competitors and is required to focus on reducing its environmental impact. 

[bookmark: _Toc169517776]Recommendations 
· The Body Shop is recommended to make use of digital technologies such as social media marketing or artificial intelligence to connect more with the younger audience. This can help the company to increase market share and improve their financial performance. 
· The company is also suggested to carefully consider any further strategies such as calling for administrators because this call can put many jobs at risk and can harm the strong reputation, the brand has managed to build over these years. 
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