
PEST Analysis

Identifying "Big Picture" Opportunities 
and Threats
 

(Also known as PESTLE, PESTEL, 
PESTLIED, STEEPLE, SLEPT and LONG-
PESTLE)

Changes in your business environment can create great opportunities for your 
organization – and cause signi.cant threatsO
wpportunities might come from nel techno-ogies that he-p you reach nel cus,
tomersq from nel funding streams that a--ol you to invest in better ekuipmentq 
and from changes to government po-icy that opens up nel marTetsO
xhreats might inc-ude deregu-ation that ePposes you to intensi.ed competitionq 
a shrinTing marTetq or increases to interest ratesq lhich can cause prob-ems if 
your company is burdened by debtO
ESAx "na-ysis is a simp-e and lide-y used too- that he-ps you to ana-yze the 
Eo-itica-q Sconomicq Aocio,Cu-tura-q and xechno-ogica- changes in your business 
environmentO Ao you can gain a better understanding of the 'big picture' forces 
of change that youIre ePposed toq andq from thisq taTe advantage of the opportu,
nities that they presentO
Dn this artic-e and in the videoq be-olq leI-- -ooT at hol you can use ESAx "na-ysis 
to understand and adapt to your current and future business environmentO
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Farvard professor 1rancis "gui-ar is thought to be the creator of ESAx "na-ysisO 
Fe inc-uded a scanning too- ca--ed SxEA in his 967B booTq 'Acanning the [usiness 
Snvironmentq' lhich las -ater amended to ESAxO ]9:
ESAx "na-ysis is usefu- for four main reasons2

9O Dt enab-es you to spot business or persona- opportunitiesq and gives you 
advanced larning of any signi.cant threatsO

3O Dt revea-s the direction of change lithin your business environmentq so you 
can adapt lhat youIre doing to lorT with the changeq rather than against itO

YO jou can use to ana-yze risTs in your environment as le--q so you can avoid 
starting pro4ects that are -iTe-y to fai-O

WO Dt gives you an ob4ective viel of nel and different marTetsq so you can base 
business decisions on facts rather than unconscious assumptions lhen you 
enter a nel countryq regionq or marTetO

Note:

ESAx "na-ysis is often -inTed lith A•wx "na-ysisq holeverq the tlo too-s 
have different areas of focusO
ESAx "na-ysis -ooTs at 'big picture' factors that might in?uence a decisionq 
a marTetq or a potentia- nel businessO A•wx "na-ysis ePp-ores these fac,
tors at a businessq product,-ine or product -eve-O
xhese too-s comp-ement one another and are often used in combinationO

How to Use PEST Analysis
•orT through the fo--oling four steps to ana-yze your business environment 
using ESAxO
jou may -iTe to use our lorTsheet to guide you through these stepsO

Step 1: Brainstorm Factors

1irstq brainstorm the changes happening in your business environment that li-- 
-iTe-y impact your organizationq focusing on the four Tey areas of ESAx – po-iticsq 
the economyq socio,cu-tura- changesq and techno-ogyO
•eIve inc-uded some common kuestions to he-p you do thisq but you can tai-or 
these to suit your speci.c business needsO
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Political Factors to Consider

U •hen is the countryIs nePt -oca-q stateq or nationa- e-ectionV Fol cou-d this 
change government or regiona- po-icyV

U •ho are the most -iTe-y contenders for polerV •hat are their viels on 
business po-icyq and on other po-icies that affect your organizationV

U Hepending on the countryq hol le-- deve-oped are property rights and the 
ru-e of -alq and hol lidespread are corruption and organized crimeV Fol 
are these situations -iTe-y to changeq and hol is this -iTe-y to affect youV

U Cou-d any pending -egis-ation or taPation changes affect your businessq ei,
ther positive-y or negative-yV

U Fol li-- business regu-ationq a-ong lith any p-anned changes to itq affect 
your businessV "nd is there a trend tolards regu-ation or deregu-ationV

U Fol does government approach corporate po-icyq corporate socia- respon,
sibi-ityq environmenta- issuesq and customer protection -egis-ationV •hat 
impact does this haveq and is it -iTe-y to changeV

U •hat is the -iTe-y timesca-e of proposed -egis-ative changesV
U "re there any other po-itica- factors that are -iTe-y to changeV

Economic Factors to Consider

U Fol stab-e is the current economyV Ds it grolingq stagnatingq or dec-iningV
U "re Tey ePchange rates stab-eq or do they tend to vary signi.cant-yV
U "re customersI -eve-s of disposab-e income rising or fa--ingV Fol is this -iTe-y 

to change in the nePt fel yearsV
U •hat is the unemp-oyment rateV •i-- it be easy to bui-d a sTi--ed lorTforceV 

wr li-- it be ePpensive to hire sTi--ed -aborV
U Ho consumers and businesses have easy access to creditV Df notq hol li-- 

this affect your organizationV
U Fol is g-oba-ization affecting the economic environmentV
U "re there any other economic factors that you shou-d considerV

Tip:
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(se EorterIs Hiamond to a-ign your strategy lith your countryIs business 
conditionsO

Socio-Cultural Factors to Consider

U •hat is the popu-ationIs grolth rate and age pro.-eV Fol is this -iTe-y to 
changeV

U "re generationa- shifts in attitude -iTe-y to affect lhat youIre doingV
U •hat are your societyIs -eve-s of hea-thq educationq and socia- mobi-ityV Fol 

are these changingq and lhat impact does this haveV
U •hat emp-oyment patternsq 4ob marTet trendsq and attitudes tolard lorT 

can you observeV "re these different for different age groupsV
U •hat socia- attitudes and socia- taboos cou-d affect your businessV Fave 

there been recent socio,cu-tura- changes that might affect thisV
U Fol do re-igious be-iefs and -ifesty-e choices affect the popu-ationV
U "re any other socio,cu-tura- factors -iTe-y to drive change for your businessV

Tip:

)a-ues taTe a centra- ro-e in any societyO (se the Competing )a-ues 1rame,
lorT to identify your organizationIs va-uesq and FofstedeIs Cu-tura- Himen,
sions to ePp-ore the va-ues of your customersO

Technological Factors to Consider

U "re there any nel techno-ogies that you cou-d be usingV
U "re there any nel techno-ogies on the horizon that cou-d radica--y affect 

your lorT or your industryV
U Ho any of your competitors have access to nel techno-ogies that cou-d 

rede.ne their productsV
U Dn lhich areas do governments and educationa- institutions focus their re,

searchV Ds there anything you can do to taTe advantage of thisV
U Fol have infrastructure changes affected lorT patterns Lfor ePamp-eq -eve-s 

of remote lorTing/V
U "re there ePisting techno-ogica- hubs that you cou-d lorT lith or -earn fromV
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U "re there any other techno-ogica- factors that you shou-d considerV

Note:

xhere are variations of ESAx "na-ysis that bring other factors into consid,
erationO xhese inc-ude2

U PESTLE/PESTEL: Eo-itica-q Sconomicq Aocio,Cu-tura-q xechno-ogica-q 
Nega-q Snvironmenta-O

U PESTLIED: Eo-itica-q Sconomicq Aocio,Cu-tura-q xechno-ogica-q Nega-q 
Dnternationa-q Snvironmenta-q HemographicO

U STEEPLE: Aocia-GHemographicq xechno-ogica-q Sconomicq Snviron,
menta-q Eo-itica-q Nega-q Sthica-O

U SLEPT: Aocio,Cu-tura-q Nega-q Sconomicq Eo-itica-q xechno-ogica-O
U LONGPESTLE: Noca-q Rationa-q and E-oba- versions of ESAxNSO 

Lxhese are best used for understanding change in mu-tinationa- orga,
nizationsO/

Choose the version that best suits your situationO

Step 2: Brainstorm Opportunities

wnce youIve identi.ed the changes that are taTing p-ace in your business environ,
ment for each area of ESAxq itIs time to -ooT at each one in detai-q and brainstorm 
the opportunities that they cou-d open up for youO 1or ePamp-eq cou-d it he-p you 
deve-op nel productsq open up nel marTetsq or he-p you maTe processes more 
ef.cientV

Step 3: Brainstorm Threats

DtIs a-so important to c-arify and factors that might undermine your businessq nol 
and in the futureO Df you understand this ear-y enoughq you may be ab-e to avoid 
these prob-emsq or minimize their impactO
1or ePamp-eq if a core part of your marTet is in demographic dec-ineq cou-d you 
target other areas of the marTetV wr if techno-ogy is threatening a Tey productq 
can you adapt to itV
FisT "na-ysis can he-p you to assess these threats and devise strategies to man,
age themO
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Step 4: Take Action

•here you have identi.ed signi.cant opportunitiesq bui-d the actions youI-- taTe 
to ePp-oit them into your [usiness E-anO "nd if youIve identi.ed any signi.cant 
risTsq taTe appropriate action to manage or e-iminate themO

Key Points

ESAx "na-ysis is a great too- you can use to brainstorm threats and op,
portunities that might be impacting youq as a resu-t of your lider business 
environmentO
ESAx stands for2

U Po-itica-O Fol government po-icy and -egis-ation are impacting your 
businessO

U EconomicO Fol economic factors -iTe grolthq in?ation and interest 
rates are affecting your businessO

U Socio,cu-tura-O Fol trends and -ifesty-e changes might impact your 
businessO

U Techno-ogica-O Fol nel techno-ogiesq automationq and the pace of 
techno-ogica- change are impacting your businessO

jou can use these headings to brainstorm the 'big picture' characteristics 
of a business environment Lthis cou-d be a countryq a regionq or a nel or 
ePisting marTet/q andq from thisq dral conc-usions about the signi.cant 
forces of change operating lithin itO
xhis provides a contePt for more detai-ed p-anningq lithin lhich you li-- 
be ab-e to minimize risTs and taTe fu-- advantage of the opportunities that 
present themse-vesO

Holn-oad •orTsheet
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