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PESTLE ANALYSIS
WHAT IS A PESTLE ANALYSIS?

PESTLE is an acronym for Political, Economic, Sociological, Technological, Legal and Environmental external factors; the analysis identifies external threats and opportunities and can assess drivers for change across the organisation (Battista, 2021; Franklin, 2011).
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IS PESTLE ANY GOOD?
PESTLE is a simple tool to utilise, encouraging leaders to consider the wider business contexts and think strategically however, the breadth of data must be balanced to be effective; insufficient or excessive data can create a difficult environment to make decisions (Battista, 2021). As such, Thomas et al (2021) used data from a range of credible sources to inform the PESTLE analysis used for a recent paper. The analysis can help businesses to take advantage of opportunities however, due to the fast-paced external environment, the analysis must be completed regularly for effectiveness (Shilling, 2022).
PESTLE analysis is typically more detailed compared to similar analytical tools such as a SWOT analysis; as PESTLE only considers external factors, it is suggested to use PESTLE alongside other tools to gather comprehensive results (Indeed, 2022; Griffiths and Wall, 2011).

DIFFERENT SECTORS
There are a range of factors that can impact all businesses; for example, employment and health and safety legislation, sociological trends as people are at the heart of any business through employment and customers, and inflation rates affecting profit and loss (Frue, 2020). Whilst the same external factors can impact businesses across all sectors, a PESTLE analysis will provide further insights of the importance and how it will impact the organisation; some external factors will be more important to different sectors and businesses than others (The University of Sydney, no date); for example, the legal introduction of the Apprenticeship Levy in 2017 impacted businesses with an annual salary bill of more than £3 million (HM Revenue & Customs, 2022) therefore, did not impact smaller businesses.

COST OF LIVING CRISIS
The ongoing cost of living crisis is an external factor affecting businesses across all sectors whereby, the government intended to implement interventions to help businesses tackle the crisis (Elgot, 2022).


In the private sector, particularly retail, the crisis is impacting businesses through a drop in sales (Sweney, 2022). Sweney (2022) explains inflation is forcing households to reduce spending and as such, there is a downward spending trend across sales for household goods, food, and clothing.
Sparks (2022) reports a possible decline in footfall for car- dependent stores due to consumers avoiding transport costs; additionally, businesses may see online sales reduce as consumers seek to avoid delivery charges.

To remain competitive and to avoid decreasing sales, retailers have implemented measures to retain customers. For example, Iceland extended free delivery to lower-spend shops; John Lewis, known to be a high-end department store, introduced affordable fashion lines; Currys retained 2021 prices for popular items; and Decathlon introduced an equipment rental scheme (British Retail Consortium, 2022).


The crisis is impacting charities in the third sector with public donations reducing as people are tightening budgets and seeing volunteering shortages as volunteers seek paid roles; this could impact the sector on a longer- term basis with improvement not expected until 2024 (Charity Excellence, 2022; Bradley, 2022). Charities must consider early intervention to survive including auditing financial resilience, identifying how to maintain donor bases, introducing technology such as contactless payments for charity collectors, and maximising income streams such as Gift Aid (Burt, 2022).


ENVIRONMENT ACT (2021)
The Environment Act 2021 recently passed into UK law which will have long-term impacts on businesses across sectors; businesses will need to operate with greater due diligence and comply to policies under this act to tackle air pollution, waste levels, declining biodiversity, and water quality (UK Government, 2021).


In the public sector, the Act imposes duties to enhance biodiversity which will introduce burdens to councils as they strive to achieve mandated targets; furthermore, responsibility falls to local government and appropriate public bodies to introduce solutions for poor air pollution (Local Government Association, 2022). The Local Government Association (2022) further states that public bodies will need to introduce additional resources and skills to fulfil the actions detailed in the Act. Target deadlines have not been set yet however, public bodies should analyse how this legislation will impact their strategy and act accordingly to minimise threats and penalties; as outlined in sections 31-41 of the Act (Environment Act 2021) failure to comply can result in notices, investigations, and court proceedings.







This will impact businesses in the private sector as supply chains must now be sustainable; the Act will make it illegal for large businesses to use products that do not comply with local laws that protect ecosystems (UK Government, 2020).
Therefore, businesses with non-sustainable supply chains will be forced to pivot their strategy and implement different working practices which could have significant impact.


AGEING POPULATION
The population is ageing as demonstrated in the 2021 census; 18.6% of the population was aged 65 years plus which is a 2.2% increase compared to a decade ago (ONS, 2022). Pettinger (2019) claims that an ageing population results in less people paying income tax and more people claiming pension benefit, which could result in higher tax rates on the current workforce; whereas ONS (2022) state that older people will continue to work, volunteer, and spend money, if they are kept healthy.


The NHS is impacted by the ageing population with age being a driver of NHS expenditure (Ferguson and Belloni, 2019); Bush (2019) suggests common illness and disease in later life is costly therefore, adding financial strain to the NHS. Vernon (2017) states the NHS must set a clear strategy to continue to provide effective care and suggests preventative and collaborative care to reduce duplication, delays, and wasteful diagnostics.

This is impactful to all sectors; public sector budgets may be less sustainable due to reduced tax revenue and increased healthcare costs (Dantas Guimarães and Ferreira Tiryaki, 2020); businesses will need to adjust their recruitment and management practices to adapt to an increasingly ageing workforce (CIPD, 2022); and charities must adopt the older generation to take advantage of their expertise and experience to add value and thrive (Roose, 2022).
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