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Environmental Analysis of an industry
Pest analysis for example for a manufacturing plant. PEST-analysis of the OJSC Gazprom enterprise. Theoretical foundations of the analysis of the external environment
PEST analysis is a simple and convenient method for analyzing the macro-environment (external environment) of the enterprise. The PEST analysis technique is often used to assess key market trends in an industry, and the results of the PEST analysis can be used to identify a list of threats and opportunities in the company's SWOT analysis. PEST analysis is a tool for long-term strategic planning and is compiled 3-5 years in advance, with annual data updates. It can be made in the form of a matrix of 4 quadrants (see figure) or in tabular form.
P (Political) - factors of the political and legal environment of the company. When analyzing the political and legal environment of an industry, market or country, it is recommended to answer questions about key changes in political stability and regulation.
First, will it be the legal framework of the country, the market, the industry in which the company operates in the near future? Will the changes in the legal framework affect the company's activities (mainly in the field of business profitability)?
Second, it is necessary to pay attention to the level of state intervention in the company's business. Is it significant? Will it change in the near future? Third, is the level of corruption in the industry and its impact on the company's activities important? And, fourth, the country's relations with other countries or international organizations. Will this relationship change, simplify or complicate it?
E (economical)
E (Economic) - factors of the economic state of the market. In the course of the analysis of this group of factors it is necessary to determine 6 key parameters characterizing the state of the economy of the country / market in which the company operates.

The dynamics of economic development - recession, growth, stagnation
Change in exchange rates, the cost of capital
Change in the unemployment rate
Changing the rate of inflation
Change in disposable income per capita
Banking trends
S (socio-cultural)
S (Socio - cultural) - factors of social and cultural state of the market. During the analysis of this group of factors it is necessary to describe 5 key parameters:Change in demographic status: population change (decrease or growth), gender and age structure of the market, change in raceThe level of education of the population, including the level of qualification of the staff
Characteristics of the mentality, important cultural values
Changing the social strata of the population
Changing the tastes and preferences of the audience, long-standing myths and prejudices
T (technological)
T (Technological) - factors characterizing technological progress in the industry. This group of factors requires a detailed analysis, because in the era of the technological process it is a change in technology that can radically change the established state of the market.

In the analysis of technological factors it is necessary to pay attention to 4 parameters:

Potential changes in key technologies used in the market (innovations in equipment, materials, business models and business methods)
Influence of the Internet on market development
Influence of mobile technologies on market development
An innovation in information technology that allows you to compete more effectively in the market
Advanced PEST analysis options
PEST analysis is simply a tool with which a company can assess the impact of external factors and risks to the business. And like any tool, it changes easily and gets new variations.
The most common variant of PEST analysis is PEST + EL analysis. PESTEL's analysis includes two other indicators: legal factors (L - Legal) and environmental factors (E - Environmental or Ecological). Legal factors represent the legal environment for the operation of a business and examine in more detail the possible change in legal acts that may affect the profitability of existence in the industry. Environmental factors determine the degree of influence of the company on the environmental situation in the region; as well as environmental factors that may affect the effectiveness of the company.
Other variations and advanced options for PEST analysis:
When conducting a PEST analysis, try not only to describe the current state of each factor, but also to predict its change over the next 3-5 years. It is the assessment of the long-term impact of the factor on the company's profit that makes it possible to apply the data obtained to formulate a strategy.
Get to the bottom of the PEST analysis process. Take the time to describe in detail for each factor the key trends for 3-5 years. Then consider all the factors and leave only those that may affect the company's profits in the future. After identifying the significant factors that may affect the company's profits, the most difficult stage of the analysis begins: the development of tactical actions that can reduce the negative impact of the factor on the company's activities and increase profits.
If a company sells its products in different geographic markets and operates in different industries, it is recommended to conduct a PEST analysis for each industry, for each market.
PEST analysis (sometimes called STEP) is a marketing tool designed to identify the political (political), economic (economic), social (social) and technological (technological) aspects of the external environment that affect the company's business.
Policy is studied because it regulates power, which in turn determines the company's environment and the acquisition of key resources for its activities. The main reason for studying economics is to create a picture of the distribution of resources at the state level, which is the most important condition for the functioning of an enterprise. No less important consumer preferences are determined using the social component PEST analysis ... The last factor is the technological component. The aim of his research is considered to be to identify trends in technological development, which are often the cause of changes and losses in the market, as well as the emergence of new products.

PESTLE analysis is an extended version of PEST analysis for two factors (legal and environmental). Other formats are sometimes used, such as SLEPT analysis (plus the legal factor) or STEEPLE analysis: socio-demographic, technological, economic, environmental (natural), political, legal and ethnic factors. The geographical factor can also be taken into account.
Object for PEST analysis
The analysis is performed according to the "factor-enterprise" scheme. The results of the analysis are formed in the form of a matrix, the subject of which are the factors of the macroenvironment, the predicate is the strength of their influence, estimated in points, ranks and other units. PEST analysis results allow you to assess the foreign economic situation in the field of production and trade.
Given the fact that PEST analysisAs for external factors that affect the activities of the enterprise, it is common to divide the external environment as follows:

- Macroenvironment (state, economy, socio-demographic environment, scientific and technological progress, natural factors).
- Microenvironment (suppliers, buyers, shareholders, competitors, creditors, unions).
Traditionally, PEST analysis has focused exclusively on the macro-environment, which includes a large number of factors, so of the total number, it is common to consider only four key areas that have the most significant impact on the organization:

- political factors (P): what opportunities and threats for business the dynamics of the political situation creates; What are the main trends that can affect the company's activities?
- the state of the economy (E): what are the most significant expected events in the economy and how does the economic situation affect the business prospects?
- socio-cultural characteristics (S): what are the features of the social, demographic, cultural characteristics that need to be taken into account in the work?
- scientific and technical environment (T): the extent to which business depends on innovation and change; how dynamic is the pace of scientific and technological progress in the industry; What is the share of the R&D function in the company's activities?
PEST analysis can be performed both qualitatively and quantitatively. The general scheme of PEST analysis is presented below.

1. A list of macroecological factors with high probability of implementation and impact shall be developed.
2. The significance of each event for an undertaking shall be assessed by assigning it a certain weight.
3. An assessment is made of the degree of influence (both positive and negative) of each factor on the company's strategy.
4. The weighted estimates are determined by multiplying the weight of the factor by its impact and a total weighted result for the company is calculated.
The overall result shows the degree of readiness of the company to respond to current and projected factors of the macro environment.

In the quantitative version of the assessment it should be borne in mind that:

- the severity factor must reflect the degree of probability of the event occurring;
- the quantitative assessment of the influence of a factor must have both negative and positive values;
- the final assessment provides information on the extent to which the company depends on the macroenvironment, but in addition to obtaining a general assessment, it is necessary to analyze the contribution of each factor to obtain the value obtained and assess the interaction of factors.
Study of political factors within PEST analysis motivated by the fact that the authorities regulate the mechanism of money circulation and other issues related to profit and the necessary resources.

Purpose and objects of PEST analysis:

* Understand the mechanism of distribution of the main economic resources of the state.
* Analysis of government stability.
* Study of tax policy and legislation in the field of antitrust law, foreign economic law, environmental protection laws, employment regulation.
* Understanding the influence of the government on the industry, its position in relation to foreign capital.
* Have an idea of ​​the intentions of public authorities regarding the development of society and the means by which it must implement its policy.
Examples of political factors

* Elections at all levels
* Changes in legislation
* The entry of the state into various supranational structures
* Government regulation in a branch
* State regulation of competition
Economic factors of PEST analysis

Economic aspects are an important condition business activity for most companies. These macroeconomic indicators have an impact on the standard of living and solvency of the population. Using this information, you can predict demand, price level, profitability. Therefore, the analysis of economic factors allows us to understand how economic resources are formed and distributed at the state level.

Purpose and objects:

* Trends in gross national product.
* Investment policy.
* Unemployment and inflation.
* Interest rate and exchange rate.
* Price level and wages, in particular the measurement of actual personal income and the total amount of money in circulation.
* Energy prices.
* Definition of general level economic development and market relations. Market competition research.
* Budget deficit, tax rates.
Examples of economic factors

* Dynamics of GDP
* Inflation
* Dynamics of the ruble exchange rate
* Dynamics of the interest rate for refinancing of the central bank.
* Employment dynamics
* Effective search
* Market and trade cycles
* Costs of your company
* Energy costs of the enterprise
* The price of raw materials of the enterprise
* Communication costs
* Increase in supplier prices
* Reduced purchasing power of consumers
Social factors of PEST analysis

Purpose and objects:

- To study the formation of consumer preferences, their change and possible demand, consumer activity.
- Demographic structure of the population, quality of life of people and attitude towards it.
- Lifestyle, customs and habits, people's attitude to work, social mobility of the population.
Examples of social factors

* Changes in baseline values
* Changes in style and standard of living
* Attitude to work and rest
* Demographic change
* Religious factors
* Media influence
Technological factors of PEST analysis

It is important to monitor the dynamics of technological change, as there is a risk of losing the market if you slightly lag behind current trends. The analysis of the technological component of the macro environment allows for timely reorganization of the production and sale of a technologically promising product, as well as for abandoning obsolete technologies in time.

Purpose and objects:

* Protection of intellectual property;
* Acquaintance with the state policy in the field of scientific and technical progress;
* The impact of developments in other areas on the company's products and activities.
* Study of new technologies, scientific discoveries, new products, new patents that appear on the market.
* Improving the necessary technical equipment and production processes, automation and information processing methods.
Examples of technological factors

* Trends in research and development
* New patents
* New products
* Technology development
PEST analysis of the external environment
The external environment is the source that supplies the organization with the necessary resources to maintain its internal potential at the appropriate level. The organization is in a state of constant exchange with the external environment, thus ensuring the possibility of survival. But the resources of the external environment are not unlimited. And many other organizations in the same environment are applying for them. Therefore, there is always the possibility that the organization may not be able to obtain the necessary resources from the external environment. This can weaken its potential and lead to many negative consequences for the organization. The task of strategic management is to ensure such interaction of the organization with the environment, which will allow it to maintain its potential at the level necessary to achieve its goals, and thus give it the ability to survive in the long run.
The external environment is divided into:

- microenvironment - an environment of direct influence on the enterprise, which is created by suppliers of material and technical resources, consumers of products (services) of the enterprise, trade and marketing intermediaries, competitors, government agencies, financial institutions, insurance companies;
- the macro-environment affecting the enterprise and its micro-environment. It includes the natural, demographic, scientific and technical, economic, ecological, political and international environment.
The company must limit the negative impact of external factors that most significantly affect the results of its activities, or, conversely, to make fuller use of favorable opportunities.

Environmental factors in the management system in the science of management, both in the past and now, have not paid enough attention. Therefore, the problem remains poorly studied and especially its factors such as:

* the value of the external management environment;
* defining the external environment;
* the relationship of environmental factors;
* the complexity of the external environment;
* mobility of the external environment;
* uncertainty of the external environment;
* environment of direct impact;
* environment of indirect impact;
* international environment.
Environmental factors mean the force with which changes in one factor affect other factors. Therefore, it should be understood that when organizing management it is necessary to take into account the factors of external influence as much as possible and to consider a specific organization as an integrated system consisting of interconnected parts.
The external environment of an organization includes a list of elements such as consumer, competitors, government agencies, suppliers, financial institutions, human resources, technology, culture, demography, related to the organization.
Assessment of the external environment of the organization - a necessary condition for developing a strategy. Often the external conditions change so unexpectedly that all preliminary plans are disrupted. The environment can be so volatile that it becomes pointless to develop long-term plans and strategies.
Different methods are used for PEST analysis and forecasting of the development of the macroenvironment:
- forecasting trends;
- scenario analysis;
- simulation modeling;
- factor analysis;
- expert methods.
The use of these methods is justified if there is a reliable information base.
Explanation of this concept
This model method examines the external macro environment or the external environment of the company, which consists of four groups of factors.
If we decipher this word, which consists of the first letters, it turns out that the STEP analysis is:
Socio - social factors.
Technological - technological factors.
Economic - economic factors.
Political - political factors.
As a rule, when analyzing the impact of the external environment on the company's activities, all factors are taken into account in order to see the big picture and understand what are the opportunities and threats, what actions have been taken and what still needs to be done. Each factor must be considered separately, but at the same time it must be understood that for each company the list of influencing factors will be different and none of them listed in a specific table or list can be taken as a basis.
Social factors
Factors that are classified as social can be as follows:
demographic.
Quality of life.
Lifestyle.
The level of education.
Taste and consumer preferences.
Change in income.
For example, if you do a STEP analysis of a travel agency, then in recent years the average income level of the population has fallen - this is both an economic and social factor, because it affects the standard of living. If this had such an effect, then part of the population will refuse expensive vacations and choose an easier place. In this case, a travel agency must consider what it can offer to its customers, who can no longer pay for an expensive hotel, but at the same time want to rest.

