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Introduction 

The contemporary business environment is characterised by rapid change, complexity, and 

uncertainty, driven by intersecting forces such as economic volatility, political decision-

making, technological innovation, and evolving social expectations. These dynamic forces 

create both risks and opportunities for organisations that must continually adapt in order to 

maintain relevance, performance, and resilience. In the public sector, such adaptation is 

especially critical given the high degree of accountability, regulation, and constrained 

resources that characterise organisations such as healthcare systems. NHS Wales, the publicly 

funded national health service responsible for delivering healthcare to Wales, exemplifies the 

challenges of operating in a complex, dynamic environment. 

Established to provide comprehensive health services free at the point of use, NHS Wales 

serves a population of around 3.1 million and manages emergency care, scheduled treatment, 

primary care, mental health services, and public health programmes (ONS, 2023). Its 

operating environment is shaped by devolved political governance, economic constraints, 

demographic pressures, technological change, and shifting societal expectations for quality 

and accessibility, all within a legislative framework that emphasises equity and 

accountability. Unlike organisations driven primarily by profit motives, NHS Wales 

prioritises social value and public good, making its strategic responses to environmental 

pressures uniquely challenging and worthy of study. 

This essay explores how NHS Wales navigates its dynamic external environment, analysing 

the external factors that influence its operational and strategic choices. Employing theoretical 

frameworks such as PESTLE analysis, Porter’s Five Forces, and SWOT, the essay evaluates 

how effectively NHS Wales responds to complexity and change. The discussion will also 

assess the organisation’s strategic adaptability—focusing on leadership styles, innovation, 

sustainability initiatives, and other key responses—and identify areas for future strategic 

improvement. 

Understanding the Business Environment and Its Importance 

The business environment encompasses all internal and external factors that influence an 

organisation’s operations, decision‑making processes, performance outcomes, and strategic 

direction. According to Johnson, Scholes, and Whittington (2017), the business environment 

includes economic conditions, political frameworks, technological developments, social 

trends, legal regulations, and environmental issues. Internal factors, such as organisational 

culture, strategic vision, and leadership capacity, remain within managerial control. In 



contrast, external factors are largely uncontrollable and require organisations to engage in 

continuous scanning, evaluation, and strategic adaptation. 

External influences are commonly categorised into micro and macro environmental factors. 

Micro‑environmental factors include stakeholders with immediate influence—such as 

patients, suppliers, employees, and partners—whereas macro‑environmental factors 

encompass broader societal forces that shape the context within which organisations operate 

(Worthington & Britton, 2018). A dynamic environment is characterised by ongoing change, 

unpredictability, and interdependencies among multiple external forces that can vary in 

intensity and impact over time. For example, an economic downturn may constrain public 

funding, political reforms can alter regulatory landscapes, technological breakthroughs may 

disrupt established practices, and social changes—such as an ageing population—can raise 

demand for services. 

Understanding and analysing the external environment is essential for effective strategic 

management, particularly for public sector organisations such as NHS Wales. Environmental 

analysis enables organisations to anticipate future challenges, identify emerging 

opportunities, allocate resources strategically, and mitigate potential risks. Grant (2022) 

emphasises the role of environmental analysis in informed decision‑making, noting that it 

provides the context necessary for organisations to make choices that align with their 

strategic goals. In the healthcare sector, inadequate adaptation to external pressures can 

directly affect service delivery and patient outcomes, underscoring the critical role of 

environmental analysis in resilience and sustainability (Johnson et al., 2017). 

Several theoretical frameworks support the systematic analysis of the external environment. 

PESTLE analysis examines macro‑environmental factors across six dimensions: political, 

economic, social, technological, legal, and environmental (Kotler & Keller, 2016). This 

framework helps organisations identify external opportunities and threats that may influence 

strategy and performance. Porter’s Five Forces, originally designed for private-sector 

competition analysis, can be adapted for public-sector settings to assess pressures from 

suppliers, substitutes, and stakeholder expectations (Porter, 2008). SWOT analysis integrates 

internal capabilities with external insights to align organisational strengths with opportunities 

and mitigate weaknesses and threats (Gürel & Tat, 2017). By combining these analytical 

tools, organisations such as NHS Wales can develop robust strategic responses that align 

internal capacities with external conditions. 

PESTLE Analysis of NHS Wales 

Applying the PESTLE framework to NHS Wales reveals the multifaceted external factors 

that influence its strategic and operational environment. Each factor presents specific 

challenges but also opportunities for innovation, improvement, and long‑term sustainability. 

Political Factors 



Political forces exert significant influence on NHS Wales, a tax‑funded public healthcare 

system operating under devolved governance. The Welsh Government determines strategic 

priorities, funding allocations, and regulatory frameworks that shape service delivery and 

organisational accountability. The long‑term strategy, A Healthier Wales, underscores a 

political commitment to integrated care systems, preventive healthcare, and 

community‑based services. While these strategies align with broader public health objectives, 

they necessitate organisational restructuring, changes in workforce models, and investment in 

community infrastructure (Welsh Government, 2018). 

Political expectations for improved performance outcomes—such as reducing waiting times 

for planned care and emergency treatments—have intensified, particularly following the 

operational disruptions caused by the COVID‑19 pandemic. Welsh Government data 

indicates that in March 2025, approximately 790,000 patient pathways were waiting to start 

treatment, highlighting the scale of the demand pressures facing NHS Wales (Gov.Wales, 

2025). However, recent performance reports show sustained progress, with referral-to-

treatment waiting lists falling for several consecutive months and long‑wait cases declining 

significantly, illustrating the impact of political priority on organisational focus (NHS 

Confederation, 2026; Welsh Government, 2026). 

Comparatively, NHS Wales often reports longer waiting times than NHS England and NHS 

Scotland, particularly in emergency departments, which illustrates how political contexts and 

resource allocation frameworks differ across UK nations and affect performance outcomes 

(IFS, 2026). Political stability and sustained funding commitments are therefore essential for 

enabling NHS Wales to implement reforms effectively, yet political cycles and budgetary 

constraints continually influence strategic decision‑making. 

Economic Factors 

Economic conditions strongly influence NHS Wales, especially through the allocation of 

public funds and broader fiscal constraints. The organisation is funded predominantly through 

the Welsh Government budget, which is itself shaped by UK fiscal policy and economic 

performance. Rising inflation, increasing staffing costs, higher prices for medical supplies 

and energy, and the pressures of an ageing population all contribute to economic challenges 

that affect service delivery. 

The ageing population in Wales, with a growing proportion of individuals aged 65 and above, 

is placing increasing demand on healthcare systems for chronic and long‑term care services. 

This trend intensifies financial pressures as NHS Wales allocates a growing share of its 

budget to complex, resource‑intensive treatments, long‑term care coordination, and health 

promotion programmes (ONS, 2023). Economic constraints have compelled NHS Wales to 

prioritise efficiency improvements, such as adopting value‑based healthcare models that 

emphasise outcomes over volume, and exploring cost‑effective innovations such as 

community care alternatives to hospital treatment. 



Comparisons with NHS England demonstrate that differential funding models and budget 

flexibility can influence organisational responsiveness to economic pressures. Regions with 

more adaptive funding mechanisms report faster integration of innovative care models and 

greater responsiveness to demand fluctuations, suggesting lessons for NHS Wales in 

prioritising economic flexibility and strategic investment practices. 

Social Factors 

Social influences, including demographic trends, cultural expectations, and health 

behaviours, play a major role in shaping the demand for NHS Wales services. The rising 

prevalence of chronic conditions such as diabetes, cardiovascular disease, and mental health 

issues increases pressure on service capacity and resource allocation. Health inequalities 

remain a significant challenge, with communities in more deprived areas experiencing poorer 

health outcomes and lower life expectancy, requiring targeted intervention strategies (Public 

Health Wales, 2022). 

Social expectations for quality, access, and timeliness of care have also evolved, driven by 

increased public awareness, media scrutiny, and patient advocacy. Patients now demand not 

just access to basic services, but timely appointments, transparent communication, and 

personalised care experiences. These expectations extend beyond clinical outcomes to 

include factors such as appointment scheduling, waiting times, continuity of care, and 

responsiveness to patient feedback. 

Health inequalities and social determinants of health, such as income disparities, education, 

and housing conditions, further shape demand patterns, requiring NHS Wales to integrate 

social care considerations into health planning. Addressing these broader societal pressures 

presents opportunities for preventive care programmes, community health partnerships, and 

targeted public health campaigns to improve population health outcomes while alleviating 

long‑term system pressures. 

Technological Factors 

Technological innovation represents both a significant opportunity and a challenge for NHS 

Wales. The organisation has increasingly adopted digital health solutions, including 

telemedicine, electronic health records (EHRs), mobile health applications, and data analytics 

platforms to improve service efficiency and patient access. Digital Health and Care Wales, a 

special health authority, plays a central role in transforming how digital services are delivered 

across the healthcare system and supports over 100 operational digital services used daily by 

clinicians and patients (Digital Health and Care Wales, 2025). These technologies enable 

seamless access to patient records, electronic referrals, remote consultations, and efficient 

appointment management, helping reduce administrative bottlenecks and improve care 

coordination. 

During the COVID‑19 pandemic, remote consultations and digital triage systems reduced 

pressure on physical facilities and allowed continuity of care when in‑person services were 



restricted. The NHS Wales App has facilitated patient self‑management, appointment 

scheduling, and access to medical information, reflecting the benefits of digital 

transformation. However, challenges remain, including significant investment requirements, 

training needs, interoperability issues between legacy systems, and cybersecurity concerns 

related to protecting sensitive patient data (Digital Health and Care Wales, 2025). 

Digital exclusion among certain population groups also poses an equity challenge, as not all 

patients have equal access to digital devices, internet connectivity, or digital literacy. To 

maximise the benefits of technological innovation, NHS Wales must continue investing in 

infrastructure and workforce capability while implementing inclusive strategies that ensure 

equitable access for all patients. 

Legal Factors 

The legal environment exerts considerable influence over NHS Wales’ operations. 

Compliance with data protection laws such as the UK General Data Protection Regulation 

(UK GDPR), patient safety legislation, employment laws, and healthcare standards is 

mandatory. Legal frameworks mandate transparency, accountability, and the safeguarding of 

patient rights, which strengthen public trust but also increase administrative complexity and 

operational overheads. 

Healthcare legislation emphasises quality of care, patient dignity, and equality of access, 

requiring NHS Wales to maintain high standards across all services. Legal obligations also 

extend to workforce management, clinical governance, and risk management, shaping 

organisational policies and procedures. 

Environmental Factors 

Environmental sustainability is an emerging strategic priority for NHS Wales. Healthcare 

services are resource‑intensive, with significant carbon emissions, energy consumption, and 

waste generation. NHS Wales has committed to reducing its environmental impact by 

improving energy efficiency, adopting sustainable procurement practices, minimising waste, 

and integrating environmental considerations into strategic planning. These initiatives align 

with the UK's broader climate change targets and enhance the organisation’s social 

legitimacy. Although environmental sustainability may compete with immediate operational 

priorities, such as reducing waiting lists and managing demand, it offers long‑term cost 

savings, improved public image, and alignment with societal values regarding ecological 

responsibility. 

Organisational Adaptability and Strategic Responses 

NHS Wales has pursued a range of adaptive strategies to respond to its complex external 

environment. These responses encompass structural reforms, leadership approaches, 

innovation initiatives, and sustainability practices to maintain service quality and 

organisational performance. 



Strategic Policy and Integrated Care 

One of the most significant strategic responses has been the implementation of integrated 

care models under A Healthier Wales (2018), which emphasises collaboration across health 

boards, local authorities, social care providers, and community organisations. Integrated care 

aims to break down silos, improve coordination, and focus on preventative services that 

reduce dependency on acute hospital care. This strategic shift reflects contingency theory, 

which posits that effective organisational structures should align with external conditions, and 

systems theory, which emphasises interconnectedness and coherence across organisational 

components. 

While integrated care presents potential benefits in terms of continuity of care and resource 

optimisation, its implementation has faced challenges. Workforce shortages, data sharing 

barriers, and cultural resistance to change have slowed progress in some areas, underscoring 

the complexity of translating strategic vision into operational reality. Nonetheless, the 

continued prioritisation of integrated care demonstrates a proactive approach to addressing 

long‑term demand pressures. 

Leadership and Governance 

Leadership has played a pivotal role in NHS Wales’ adaptability, particularly during crises 

such as the COVID‑19 pandemic. Collaborative and distributed leadership models have been 

employed to enable rapid decision‑making, cross‑sector coordination, and shared 

accountability across health boards and partner organisations. This approach has facilitated 

responsiveness and innovation, allowing the organisation to adapt to rapidly changing 

circumstances in frontline service delivery. 

However, variations in leadership effectiveness across regions have resulted in inconsistent 

service outcomes. For example, performance data indicate that emergency department 

waiting times differ significantly across health boards, reflecting differences in local 

leadership, resource availability, and strategic prioritisation strategies (IFS, 2026). These 

inconsistencies suggest that NHS Wales could benefit from more standardised leadership 

development frameworks that maintain flexibility while ensuring consistent strategic 

implementation across regions. 

Innovation and Digital Transformation 

Innovation has been a central component of NHS Wales’ response to technological change. 

Investments in digital platforms, electronic health records, telemedicine systems, and data 

analytics have contributed to improved operational efficiency and patient access. Digital 

Health and Care Wales, serving as the central digital authority, has developed national digital 

services that support clinical workflows, data interoperability, and enhanced patient care 

(Digital Health and Care Wales, 2025). 



Remote consultations and telehealth services expanded during the pandemic, reducing 

pressure on hospitals and enabling continued care delivery during lockdowns. Digital tools 

have also improved information sharing between primary, secondary, and community care 

providers, facilitating more coordinated patient management. However, the pace of digital 

transformation has been uneven, with infrastructure gaps, workforce digital literacy needs, 

and interoperability challenges limiting comprehensive adoption. Addressing these barriers 

through strategic investment and training remains essential for maximising the benefits of 

technological innovation. 

Sustainability and Environmental Strategies 

NHS Wales has increasingly integrated environmental sustainability into its strategic 

planning. Initiatives focused on energy efficiency, waste reduction, and sustainable 

procurement align with national climate targets and public expectations regarding ecological 

responsibility. While these efforts may require initial investments, they offer long‑term 

operational efficiencies and cost savings. For example, improving energy efficiency in 

healthcare facilities can reduce long‑term utility costs while demonstrating organisational 

commitment to environmental stewardship. 

Workforce Development and Capacity Building 

Workforce shortages represent one of NHS Wales’ most persistent challenges. Recruitment, 

retention, and professional development are ongoing priorities, as shortages in key areas such 

as nursing, allied health professions, and specialist clinicians significantly impact service 

delivery and capacity to meet demand. Strategic investment in workforce planning, training, 

and professional development can enhance organisational resilience by building capacity, 

improving job satisfaction, and reducing turnover. Partnerships with educational institutions, 

development of clear career pathways, and international recruitment strategies may alleviate 

workforce pressures in the long term. 

Comparative Insights and External Benchmarking 

Comparative analysis with other UK NHS systems provides additional context for evaluating 

NHS Wales’ strategic responses. NHS England, for example, has implemented performance 

improvement programmes focused on reducing waiting times and expanding digital health 

services. In contrast, recent data indicates that waiting times for treatment and A&E access 

remain higher in Wales than in England or Scotland, reflecting differences in resource 

allocation, policy focus, and operational efficiency frameworks (IFS, 2026). 

NHS Scotland has pursued regional autonomy models that allow local health boards greater 

flexibility in resource allocation and service prioritisation, which has been associated with 

improvements in some care areas. These comparative insights suggest that NHS Wales may 

benefit from exploring alternative governance or funding structures that balance national 

consistency with local autonomy to support responsiveness and innovation. 



 

Recommendations for Future Improvement 

- Based on the analysis of external factors and organisational responses, several 

recommendations can enhance NHS Wales’ strategic effectiveness: 

- Strengthen Workforce Development: Invest in targeted recruitment, retention 

incentives, and professional development programmes to address shortages and 

enhance capacity across clinical and administrative roles. 

- Enhance Digital Infrastructure and Inclusion: Expand digital transformation initiatives 

while addressing digital exclusion through training, patient support programmes, and 

infrastructure investment. 

- Standardise Leadership Frameworks: Develop leadership development and 

governance frameworks that balance consistency with regional flexibility to improve 

service outcomes across health boards. 

- Expand Preventative and Community‑Based Care: Scale preventative care 

programmes and community partnerships to reduce long‑term hospital demand and 

improve population health. 

- Integrate Environmental Sustainability into Core Strategy: Embed sustainability 

targets into strategic planning, linking environmental performance with operational 

efficiency improvements. 

- Cross‑Sector Collaboration: Foster partnerships with private and third-sector 

providers to expand service capacity while maintaining service quality and equitable 

access. 

 

Conclusion 

NHS Wales operates within a dynamic and complex external environment shaped by 

political, economic, social, technological, legal, and environmental forces. While the 

organisation has implemented a range of adaptive strategies, including integrated care 

models, leadership reforms, digital transformation initiatives, and sustainability programmes, 

persistent challenges such as workforce shortages, funding constraints, and demand pressures 

continue to limit overall effectiveness. 

Environmental analysis using frameworks such as PESTLE highlights both the challenges 

and opportunities facing NHS Wales, underscoring the importance of strategic 

responsiveness, proactive adaptation, and continuous evaluation. Comparative insights from 

other UK NHS systems provide additional context, suggesting potential avenues for 

improvement. By strengthening workforce capacity, enhancing digital infrastructure, 

promoting leadership consistency, and expanding preventative and community‑based care, 

NHS Wales can improve resilience, operational efficiency, and service quality in a rapidly 

evolving healthcare landscape. 
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