PESTLE Analysis
A PESTLE analysis is used by companies as a tool to track the environment they’re currently operating in or when they plan to launch a new product or service.
Pestle stands for:
P – Political
E – Economic
S – Social
T – Technological
L – Legal
E – Environmental
The idea of a PESTLE analysis is to take a view of the whole environment from a number of different angles when making plans or launching ideas.
It is very critical for one to understand the complete depth of each of the letters of the PESTLE. This is explained below:
1. Political: These factors determine the extent to which a government may influence the economy or a certain industry. For example, a government may impose a new tax or duty due to which entire revenue generating structures or organisations might change. Political factors include tax policies, fiscal policy, trade tariffs etc. that a government may levy around the fiscal year and it may affect the business environment (economic environment) to a great extent.
2. Economic: These factors are determinants of an economy’s performance that directly impact on a company and have resonating long term effects. For example, a rise in the inflation rate of any economy would affect the way companies price their products and services. Adding to that, it would affect the purchasing power of a consumer and change demand/supply models for that economy.
3. Social: These factors scrutinise the social environment of the market and gauge determinants like cultural trends, demographics, population analytics etc. An example for this can be buying trends for western countries like the US where there is high demand during the holiday season.
4. Technological: These factors pertain to innovations in technology that may affect the operations of the industry and the market favourably or unfavourably. This refers to automation, research and development and the amount of technological awareness that a market possesses.
5. Legal: These factors have both external and internal sides. There are certain laws that affect the business environment in a certain country while there are also certain policies that companies maintain for themselves.
6. Environmental: These factors include all those that influence or are determined by the surrounding environment. This aspect of the PESTLE is crucial for the certain industries for example tourism, farming, agriculture etc. Factors of a business environmental analysis include climate, weather, geographical location and changes in climate.
When completing a PESTLE analysis, there are a number of questions that need to be asked that will give key pieces of information when making decisions. These questions are:
· What is the political situation or the country/area and how does this affect your industry?
· What are the current prevalent economic factors?
· How important is culture in the market and what impact does this have on your industry?
· What are the technological innovations that could affect the market?
· Is there any current legislation or regulations that could impact or are there any upcoming changes to legislation?
· Are there any environmental concerns for the industry?
An example of a PESTLE template is:
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When completing a PESTLE analysis like this, you need to consider the following headings within each section:
	1. Political Factors			
· Trading policies		
· Government changes
· Shareholder and their demands
· Funding
· Governmental leadership
· Foreign pressures
· Conflicts in the political arena
	2. Economic Factors
· Disposable income
· Unemployment levels
· Foreign exchange rates
· Interest rates
· Local economic situation

	3. Social Factors
· Ethnic/religious factors
· Advertising scenarios
· Ethical issues
· Buying patterns
· Major world events
· Demographics
· Shifts in population
· Health
· Education
· Changes in lifestyle
· Consumer opinions
	4. Technological factors
· Technological developments
· Trends in global technological advancements
· Legislations in technological fields
· Patents
· Licensing
· Consumer preferences
· Consumer buying trends
· Communication

	5. Legal Factors
· Employment laws
· Consumer Protection
· Future legislation
· Environmental regulations
	6. Environmental Factors
· Ecological
· Environmental issues – both national and international
· Stakeholder values
· Staff attitudes
· Customer values
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A PESTLE analysis is often linked with a SWOT analysis to ensure all aspects of an idea have been discussed before any decisions are made.



image1.png
© BTEC Apprenticeships | Cus! | @) 9781446932841 BTEC Lvi2_ 5" @) Howto CreateaPes X -

& O pestleanalysis.com

Environmental factors have to do with geographical locations and other related
environmental factors that may influence upon the nature of the trade youre in. For
example, agri-businesses hugely depend on this form of analysis.
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This is a template that allows a company to understand what basics are required to
conduct the analysis onto the environment. It combines all the representative factors
EEIRHEESNRTSIS in one table, and then you need to analyze based on the current market situation

subscribe to our mailing list and get
our articles and updates to your email Here is a comprehensive lst of headings that one must look toward while carrying out

inbox. the analysis on a market

1. Political factors:
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