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PESTLE analysis is a strategic tool that refers to Political, Economic, Social, Technological, Legal and Environmental forces that exist in an organisation’s external environment (Zalengera et al., 2014). It gives a systematic way of looking into the different ways and aspects that may affect the business environment, business possibilities and threats. PESTLE analysis plays an important role for each business because by using this kind of analysis businesses can determine risks and opportunities existed in the business environment and also foresee the changes that may occur in the future (Henry, 2021). The analysis of these conditions helps to avoid catastrophic consequences, dominate in certain areas and seize new opportunities, which will contribute to the growth of the company’s competition-adaptive mechanisms and overall sustainability (Hill et al., 2020).  In this essay, each PESTLE factor will be defined and its significance and influence on the companies will be elaborated. It will also give specific examples to support the impact of these external factors on the business or its operations and processes so as to prove the virtue of business organizations to be vigilant and shift their strategies as the environment offers them.


[bookmark: _Toc167459506]PESTLE Analysis
[bookmark: _Toc167459507]Political Environment
The PEST business environment factor includes political systems, diplomatic relations, and stability, all the factors that impact the operations of organizations. Government regulation policy influences the legal requirements within which the enterprises operate including taxes, requirements, or entry restrictions in the industry (Christodoulou & Cullinane, 2019). For example, new laws on environmental conservation can force corporations to adapt to making environmentally friendly choices or risk being punished. Another determinant is foreign policy decision and trade restrictions that significantly influence its business environment. Trade policies or agreements can alter the cost of importing and exporting goods hence affecting supply chains and market competitiveness (Kolios & Read, 2013). For instance, Brexit, which is the UK’s decision to leave the EU, has brought about challenges and risks for organizations and mainly for those that export to the European market (Śliwa et al., 2021). Sectors like the automotive and agricultural business have felt the effects of new customs amendments and regulatory hurdles as they impact supply chain and costs. Political stability of the country is another important factor that is, political instability can scare investors away or hamper their operations.
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The economic environment refers to factors that affect the general functionality and performance of the economy. Inflation, interest rate, and economic growth are some of the fundamental variables which have a direct effect on purchasing power and business viability (Achinas et al., 2019). For instance, high inflation rates can lower consumers’ confidence and their expenditure and productivity that can in turn affects the revenue aspects of the business. Likewise, changes in interest rates affect the cost of funds for businesses, this in turn affects the investment and expansion strategies (Capobianco et al., 2021). Foreign exchange rates are also important most especially to traders involved in import or export of products. Exchange rate volatility could therefore impact on the price of imported goods and the ability of the nation’s exports to penetrate certain markets. For instance, reduced value of pound in Britain after Brexit impacted the cost of importing goods for some British companies relying on foreign sellers. Unemployment rates are other economic symbols that have an influence on the overall expenditure among people and on business activities (Kozel et al., 2017). Essentially, high unemployment levels are likely to result in low demand for goods and services affecting organizations in different industries. On the other hand, low unemployment rate may connote a healthy economy with high consumption rates as individuals are economically stable hence creating more opportunities for business to expand their markets and customer base (Dalirazar & Sabzi, 2023).
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The social environment refers to the demographic characteristics that affect consumer habits, and cultural changes which may impact different corporations and commercial ventures (Do Thi et al., 2021). The shifts in the population trends, including the aging of people or shifts in composition of households affect the demand for various goods and services. For instance, the growth in the UK’s aging population means that the need for health and retirement care services are on the rise, which will create new business opportunities for companies in these fields (Casañ et al., 2021). Another crucial factor that influence the consumer behaviour and market preference includes the cultural factors. For example, shifts in people’s perception towards health and sustainability have led to an increase in consumption of organic and sustainable products. Companies that practice these cultural values can therefore tap into the market trends and therefore have the upper hand in the market (Vardopoulos et al., 2021). Similarly, changes in trends in working and purchasing habits like remote working and home delivery have shifted the shopping behaviour and consumer expectations which has influenced business to dynamics and evolve in order to cater to the needs of the consumers.
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Technological environment mainly refers to the outcome of technological advancements and innovation and its positive influence in the business world in terms of research and development (Hill et al., 2020). AI, automation, and digitalisation in business have brought changes which have impacted many industries including manufacturing industries. For instance, it has made the customers’ service better and efficient for companies through the deployment of articulate artificial intelligent powered chatbots especially in banking, e-commerce, among others (Achinas et al., 2019). Furthermore, to enhance competitiveness and to be able to sustain thee pace of developments in today’s world, companies and their related entities have to invest on research and development activities. Business organizations that invest much in R&D are likely to find better ways through which they can satisfy the market’s need with the existing and new wants (Capobianco et al., 2021). For instance, pharmaceutical firms spend a lot of their money on research and development in a bid to come up with new formulations and delivery methods that are more efficient and hence fuel growth and profitability in the industry. Also, partnerships with research organisations and universities can help develop knowledge flow and promote innovative solutions that must be ahead of time, placing the company at a vanguard of a given technology in the industry it operates in (Kozel et al., 2017).
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The legal factors include various laws that act as a guideline to businesses, employment laws, health and safety regulation and laws concerning property rights. Employment laws regulate issues like wages, working hours, and employee rights and hence are central to organizations’ HR policies and economic performance (Do Thi et al., 2021). For instance, the National Minimum Wage policy in United Kingdom is a legislation that establishes a minimum amount that an employer must pay a worker per hour; this impacts on the cost of labour in organisations regardless of the industry they belong to (Lawson, 2024). Policies regarding health and safety are also relevant when it comes to reducing risks at the work place on behalf of employers or employees. Adherence to health and safety measures not only shields employees from certain risks, but also shields companies from resultant legal ramifications and adverse publicity (Christodoulou & Cullinane, 2019). For instance, manufacturing companies in the UK are required to adhere to standards dictated by the Health and Safety at Work Act to ensure a safe working environment and minimize casualties. In addition, intellectual property protection measures such as patents, trademarks, and copyrights safeguard creations and innovations from being exploited or used by other businesses (Casañ et al., 2021). Violation of these measures can cause financial punishment for businesses.
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The environmental factors comprise the sustainable goals and policies concerning the environment relating to climate change and scarcity of resources that affect organisations (Hill et al., 2020). Sustainability has now gained importance for all organisations due to environmental awareness and the realisation of the necessity of green products and services (Ruggerio, 2021). The United Kingdom’s legal system includes numerous environmental standards affecting businesses in an effort to decrease carbon dioxide production, limit waste generation and promote sustainable development. For instance, the UK government has used mechanisms like the Carbon Reduction Commitment (CRC) Energy Efficiency Scheme to encourage companies to cut down their greenhouse gas emissions (Vardopoulos et al., 2021). On the other hand, climate change is a serious issue in the current world. It affects extreme weather occurrences, disruption of the supply chain, and changes in consumer behaviour. For instance, increased incidents of flooding or other natural calamities in certain areas can affect the accessibility of transport systems and therefore affect distribution channels in particular for companies that utilise just in time inventory systems (Dalirazar & Sabzi, 2023). Also, resource availability, for example, water or raw materials, can be either limited or unavailable, increasing product costs and utilising resources, which all underlines the need for sustainable business practices and risk management (Henry, 2021).
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In conclusion, the PESTLE model gives the definite picture of the macro environment that affects the achievement of the organizational goals. At the political level, the business environment is influenced by the governance, and at the technological level, it is characterized by the advances in information technology. For instance, political stability can affect the process of economic growth, while technologies result in shifts in consumer behaviour (Zalengera et al., 2014). Analysing factors of PESTLE is essential for business to understand how each of them impacts the other for effective management of challenges and leveraging opportunities. By constantly scanning and responding to these forces, organizations’ competitiveness can be improved or protected and the chances of sustainable growth can be increased in a constantly evolving marketplace (Christodoulou & Cullinane, 2019).


[bookmark: _Toc167459514]References
Achinas, S., Horjus, J., Achinas, V., & Euverink, G. J. W. (2019). A PESTLE analysis of biofuels energy industry in Europe. Sustainability, 11(21), 5981.
Capobianco, N., Basile, V., Loia, F., & Vona, R. (2021). Toward a sustainable decommissioning of offshore platforms in the oil and gas industry: A PESTLE analysis. Sustainability, 13(11), 6266.
Casañ, M. J., Alier, M., & Llorens, A. (2021). A collaborative learning activity to analyze the sustainability of an innovation using PESTLE. Sustainability, 13(16), 8756.
Christodoulou, A., & Cullinane, K. (2019). Identifying the main opportunities and challenges from the implementation of a port energy management system: A SWOT/PESTLE analysis. Sustainability, 11(21), 6046.
Dalirazar, S., & Sabzi, Z. (2023). Strategic analysis of barriers and solutions to development of sustainable buildings using PESTLE technique. International Journal of Construction Management, 23(1), 167-181.
Do Thi, H. T., Pasztor, T., Fozer, D., Manenti, F., & Toth, A. J. (2021). Comparison of desalination technologies using renewable energy sources with life cycle, PESTLE, and multi-criteria decision analyses. Water, 13(21), 3023.
Henry, A. (2021). Understanding strategic management. Oxford University Press.
Hill, C. W., Schilling, M. A., & Jones, G. R. (2020). Strategic management: an integrated approach: theory and cases. Cengage Learning.
Kolios, A., & Read, G. (2013). A political, economic, social, technology, legal and environmental (PESTLE) approach for risk identification of the tidal industry in the United Kingdom. Energies, 6(10), 5023-5045.
Kozel, R., Chuchrová, K., & Šanda, M. (2017). PESTLE analysis and its impact factor as an innovative IT application in industrial enterprises. IDIMT 2017: Digitalization in Management, Society and Economy–25th Interdisciplinary Information Management Talks, 93-100.
Lawson, L. W. (2024). An Analysis of Pollution in Liverpool, UK.
Ruggerio, C. A. (2021). Sustainability and sustainable development: A review of principles and definitions. Science of the Total Environment, 786, 147481.
Śliwa, M., Kerr, R., & Robinson, S. (2021). The implications of the political situation in the UK for firms: A Bourdieusian perspective. British Journal of Management, 32(2), 363-368.
Vardopoulos, I., Tsilika, E., Sarantakou, E., Zorpas, A. A., Salvati, L., & Tsartas, P. (2021). An integrated SWOT-PESTLE-AHP model assessing sustainability in adaptive reuse projects. Applied Sciences, 11(15), 7134.
Zalengera, C., Blanchard, R. E., Eames, P. C., Juma, A. M., Chitawo, M. L., & Gondwe, K. T. (2014). Overview of the Malawi energy situation and A PESTLE analysis for sustainable development of renewable energy. Renewable and Sustainable Energy Reviews, 38, 335-347.


Page | 2 

image1.png
Prifysgol Cymru
; Y Drindod Dewi Sant

\ University of Wales
Trinity Saint David




