






















Political factors are where Government policy intervenes with economy and business e.g., the stability of the political environment, trading policies and fiscal policy (Farooq, 2019). Brexit has been a focus in the political business environment, and the loss of labour from the EU has substantially impacted many sectors (Ali, 2021). Ali (2021) continues that this has been witnessed through product shortages, to staffing concerns impacting many industries including the health service and hospitality. Colwill (2021) argues that Brexit enables UK business to trade more freely with non-EU markets, however industries that trade regularly with the EU have been significantly impacted.A PESTLE analysis is a macroenvironmental tool and is utilised in the business world to understand the external environment to inform strategic direction. The acronym consists of political, economic, social, technological, legal and
environmental factors (Smerilli, 2021).
PESTLE ANALYSIS
IS IT USEFUL?
PESTLE is a simple framework that encourages strategic thinking by considering the wider and external environment (Smerilli, 2021). Frue (2020) highlights that a business can identify what factors are influencing the business and why, coupled with maximising opportunities and minimising the impact of threats. This information can support with strategic business planning, workforce planning, marketing planning, product development, organisational change and people strategies, reports, and projects (Battista, 2022). Battista (2022) also adds that further evidence is required to address the internal business environment, and MindTools (n.d) suggests that a PESTLE analysis is often complimented with a SWOT analysis, which explores the external factors at a business level.
PESTLE IN CONTEXT

Economic growth and development are impacted by a number of factors including unemployment rates, consumer spending and interest rates (Masterclass, 2022). Bush (2016) suggests economic factors can range from interest rates, exchange rates, recessions, inflation, taxes alongside demand and supply. More recently, the “cost of living crisis” is used to describe the current climate i.e., the prices of labour are not aligned to the rising costs of living essentials (Hodgson, 2022). Hodgson (2022) continues that businesses will be faced with higher operating costs, demand for higher wages, and increased costs of credit due to interest rates, alongside smaller purchasing power from consumers.
Social factors are concerned with the habits and spending of consumers (CEOpedia, 2020). These can be influenced by a range of factors e.g., social classes, levels of disposable income, economic inequalities, health consciousness of a society, buying habits and preferences, population growth and demographics (CEOpedia, 2020). A good understanding of the generic lifestyle trends of those within particular demographic areas, can enable businesses to ensure it is marketing itself in the best way (Cromwell, 2017). Cromwell (2017) further adds that lifestyle changes which become widespread can influence workplace cultures and even demands on employee benefits. This is further evidenced by the global changing attitudes to working remotely since the pandemic, with recent research across 14 countries suggesting higher proportions of all citizens citing they would prefer hybrid working options in the future, despite not necessarily having this flexibility previously (Kirk, 2022).
Technology dictates how many businesses operate, and technological factors within a PESTLE analysis relate to the fluctuation of existing, the development and availability of technology e.g., automation, cyber security, efficiencies, and can relate on a global or local scale (Bush, 2016). Mercer (2021), states that technology during and post pandemic, saw acceleration of technology implementation at unprecedented rates, and those businesses who were already embracing changes were able to adapt quickly. Mercer (2021) continues that AI is now part of most business strategies offering advantages including increased productivity and improved services, however this does come with further considerations around job security for some industries.
Legal factors are concerned with the interaction between the impact of law on business operations and consumer behaviour, with profit margins, transportation of products, and even the viability of particular markets all being impacted (Bush, 2016). This could include include health and safety law, employment law, consumer law and discrimination law (Bush, 2016). For example, the employee and employer relationship is governed by employment law, which is implemented throughout a business through policies and practices (Brown, 2021). Brown (2021) continues that employment law will dictate recruitment practices, working conditions, contractual agreements alongside each and every employee’s workplace experience, whereby non-compliance can result in claims and financial loss.
In the context of a PESTLE analysis, environmental factors relate to the physical environment, for example climate change, pollution, workplace efficiency, renewable resources (Bush, 2016). According to Coppola and Blohmke (2019), climate change is impacting businesses in many ways. Coppola and Blohmke (2019) continues that business risks may include operational impacts of extreme weather, societies responses which influence changes that can increase running costs and undermine viability alongside potential liability for greenhouse gases and the use of fossil fuels. However, Coppola and Blohmke (2019), argue that businesses can utilise climate change for opportunities and in doing so, businesses can be paving the way for new market opportunities and competitiveness.
DOES IT MATTER WHAT SECTOR?
Let’s look at rising inflation…	

According to the Bank of England (2022), an extended period of high inflation is set to impact the UK. The Bank of England (2022), does expect inflation rates to fall significantly mid-2023, making this a short-term external factor, however this are still immediate considerations.
Reliant on Government funding, higher inflation results in less generous public service budgets and spending (Zaranko, 2022). Zaranko (2022) adds that challenges will be faced by public services, resulting in hospitals, schools and councils having smaller budgets for the purchase of goods and services, and a reduced range and quality of services.
According to Hargrave (2022), many charities within the third sector rely solely on fundraising and donations, however the sector is set to lose out on £2bn due to increased costs. Hargrave (2022) continues that as a result, there will be significant impacts on the value many charities provide, particularly those that offer support during times of financial difficulty.
Reductions in consumer spending, will directly impact the private sector, who are reliant on profit for business continuity (Barnett, 2022). Barnett (2022) continues that whilst households prioritise essential purchases, the UK economy is under performing against predictions made at the start of 2022.
	


	
A successful PESTLE analysis must consider multiple perspectives including expertise from within the business alongside other analysis tools which consider the internal factors and business resilience (Battista, 2022). Batista (2022) continues that PESTLE should be an ongoing process to capture the changing business environment, as information can quickly become outdated. Consideration must also be given to avoid collecting too much data without appropriate analysis of its relevance, or alternatively the analysis risks making ill-advised reactive decisions (Battista, 2022).
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