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A playbook for  
business leaders.

Mastering the PESTEL Framework:

Unleash the potential of the 

PESTEL framework to make 

better strategic decisions.
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When the PESTEL framework is applied in the right way, you can 
systematically evaluate the market opportunities, and mitigate 
the threats facing your organisation. Use this playbook to gain a 
competitive edge, fuel your strategic planning process, and make 
informed decisions that pave the way to sustainable success.

PAUL MILLS (CHARTERED MARKETER, FCIM) 

Founder, VCMO
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Introduction.

Purpose of this playbook
This playbook provides a user-friendly guide to the PESTEL framework, providing business 

leaders with practical insights, examples, and best practices to help them effectively utilise 

PESTEL analysis in their strategic decision-making process.

What is the PESTEL framework?
The PESTEL framework is a widely used tool in marketing and strategic management that helps 

organisations analyse and understand the external macro-environmental factors that can impact 

their business. 

The term “PESTEL” stands for Political, Economic, Social, Technological, Environmental 
and Legal. It provides a systematic approach for evaluating the external forces that can 

influence a company’s operations, opportunities, and risks. By considering these various 

factors, business leaders can better anticipate and respond to changes in the external 

environment, and adapt their strategies accordingly.

Who developed the PESTEL framework?
The origins of PESTEL can be traced back to the 1960’s when Francis J. Anguilar, a professor at 

the Harvard Business School, developed the ETPS model (Economic, Technological, Political, 

Social). That model was subsequently adapted to ‘PEST’ which rolls off the tongue much easier 

than ETPS!

PEST then evolved into PESTEL with the addition of Environmental and Legal elements. It’s 

worth noting that while the specific origins of PESTEL may not be attributed to a single individual 

or organisation, it has become a widely used and accepted framework in the field of strategic 

management, and many academic and industry sources reference and utilise it in various 

contexts.

Confusingly, PEST is sometimes referred to as STEP, and PESTEL is sometimes referred to as 

STEEPLE. For the purpose of this playbook, PESTEL is used throughout.



©
2

0
2

3
 V

C
M

O
 LT

D
        

0
6

V
C

M
O

.U
K

Strategic importance of PESTEL analysis for Businesses

The strategic importance of a PESTEL analysis lies in its ability to provide a structured framework 

for business leaders to analyse, understand, and respond to the external environment, and make 

informed decisions that can impact the success and sustainability of their business. 

Here are some key strategic benefits of conducting a PESTEL analysis:

•	 External Environmental Analysis: The PESTEL framework provides a structured 

approach for business leaders to analyse and understand the external environment 

in which their business operates. It helps them identify and evaluate various macro-

environmental factors that can impact their business, such as political stability, 

economic trends, social-cultural changes, technological advancements, environmental 

regulations, and legal factors. By gaining insights into these external factors, business 

leaders can better anticipate potential opportunities and risks, and adapt their strategies 

accordingly.

•	 Strategic Planning: The PESTEL framework serves as a valuable tool for strategic 

planning. It enables business leaders to assess the external environment and identify 

emerging trends and drivers of change that may impact their industry or market. This 

information can inform the development of effective strategies and action plans that 

align with the external environment, and help businesses stay ahead of the competition.

•	 Risk Management: The PESTEL framework helps business leaders identify potential 

risks and challenges arising from the external environment. For example, changes in 

political or legal factors, economic downturns, or technological disruptions can pose 

risks to a business’s operations, market position, and profitability. By identifying and 

understanding these risks, business leaders can proactively develop contingency plans 

and risk mitigation strategies to minimise potential negative impacts.

•	 Opportunity Identification: The PESTEL framework also helps business leaders 

identify potential opportunities in the external environment. For instance, changes in 

social-cultural factors, technological advancements, or environmental regulations can 

create new market opportunities or customer needs. By leveraging these opportunities, 

businesses can develop innovative products, services, or business models, and gain a 

competitive advantage.

•	 Decision Making: The PESTEL framework provides business leaders with valuable 

information that can support decision making. By considering the various external 

factors, business leaders can make informed decisions on issues such as market entry, 

product development, pricing, marketing strategies, and resource allocation, among 

others. This can lead to more effective and informed decision making, reducing the risks 

of costly mistakes.
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When to perform a PESTEL analysis?

A PESTEL analysis can be used in various situations within a company’s marketing and 

strategic planning processes. The analysis is conducted when there’s a need to understand 

the external macro-environmental factors that are critical for strategic decision making, risk 

management, and staying competitive in the market. 

Some common scenarios where a PESTEL analysis can be used include:

1.	 	Strategic Planning: A PESTEL analysis is often conducted during the strategic 

planning process to assess the external environment and identify potential 

opportunities and risks. It can help businesses understand the current and future 

macro-environmental factors that may impact their industry or market, and inform the 

development of effective strategies and action plans.

2.	 	Market Entry: When a business is considering entering a new market or expanding 

its operations to a new geographic region, conducting a PESTEL analysis can provide 

insights into the political, economic, social, technological, environmental, and legal 

factors that may impact the business’s operations and prospects in that market. This 

analysis can help the business assess the feasibility and viability of entering a new 

market and develop appropriate strategies.

3.	 Risk Management: A PESTEL analysis can be conducted as part of a business’s risk 

management efforts to identify potential risks and challenges arising from the external 

environment. By understanding the external factors that may impact the business, 

such as changes in regulations, economic trends, or social-cultural shifts, the business 

can proactively develop contingency plans and risk mitigation strategies to minimise 

potential negative impacts.

4.	 	New Product Development: When a business is developing a new product or 

service, conducting a PESTEL analysis can help identify relevant external factors that 

may impact the product’s success, such as technological advancements, regulatory 

requirements, or consumer preferences. This analysis can inform the product 

development process and help the business align the product with the external 

environment.

5.	 	Periodic Business Review: A PESTEL analysis can be conducted periodically as 

part of a business review process to assess changes in the external environment and 

update the business’s strategic plans and actions accordingly. It can help businesses 

stay responsive to changes in the macro-environmental factors that may impact their 

operations and performance.

6.	 	Industry Analysis: Businesses may conduct a PESTEL analysis as part of an industry 

analysis to understand the external forces that may impact their industry’s dynamics, 

trends, and outlook. This analysis can help businesses stay informed about the 

competitive landscape, regulatory environment, and other external factors that may 

shape the industry’s future.
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Understanding the 
Elements of PESTEL.

Explaining the six key elements
The PESTEL framework consists of six key components that represent different external macro-

environmental factors that can impact a business. Here’s a brief explanation of each component:

1.	 Political Factors: These refer to the political and governmental factors that can impact 

a business. This includes government policies, regulations, stability, and geopolitical 

factors. Examples of political factors include changes in tax policies, trade policies, 

labour laws, political stability, and government stability.

2.	 Economic Factors: These refer to the economic factors that can impact a business. 

This includes economic growth, inflation, exchange rates, interest rates, and consumer 

purchasing power. Examples of economic factors include changes in economic trends, 

consumer spending patterns, currency fluctuations, and inflation rates.

3.	 Social Factors: These refer to the social and cultural factors that can impact a business. 

This includes demographic trends, cultural norms, social values, and lifestyle changes. 

Examples of social factors include changes in consumer preferences, social attitudes, 

cultural shifts, and demographic changes in population age or composition.

4.	 Technological Factors: These refer to the technological factors that can impact a 

business. This includes technological advancements, innovation, and digital disruptions. 

Examples of technological factors include changes in technology trends, disruptive 

technologies, digitalisation, and automation.

5.	 Environmental Factors: These refer to the environmental factors that can impact 

a business. This includes environmental regulations, climate change, sustainability 

concerns, and ecological trends. Examples of environmental factors include changes 

in environmental regulations, consumer preferences for sustainable products, and 

climate-related risks.

6.	 Legal Factors: These refer to the legal factors that can impact a business. This includes 

laws, regulations, and legal frameworks. Examples of legal factors include changes in 

industry regulations, intellectual property laws, labour laws, and consumer protection 

laws.

Each of these components represents a different aspect of the external environment that can 

impact a business’s operations, performance, and strategic decision making. By conducting 

a comprehensive analysis of these components, businesses can better understand the 

opportunities and risks associated with the external environment and develop strategies to 

adapt and succeed in a changing business landscape.
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HERE ARE 12 STRATEGIC QUESTIONS YOU CAN USE TO IDENTIFY  
POLITICAL FACTORS IN A PESTEL ANALYSIS (YOU SHOULD ASK MORE):

01.
What are the current government policies and 

regulations that may impact the industry or 

market of the business?

02.
Are there any upcoming changes in tax 

policies that could affect the business’s 

operations or financials?

03.
What is the level of political stability in 

the country or region where the business 

operates, and how could it impact the 

business’s operations?

04.
Are there any geopolitical tensions or 

conflicts that could affect the business’s 

supply chains, markets, or operations?

05.
Are there any industry-specific regulations or 

laws that the business needs to comply with, 

such as environmental regulations or safety 

regulations?

06.
What is the stance of the government 

towards foreign investments or trade policies, 

and how could it impact the business’s 

international operations?

07.
Are there any political events, such as 

elections or referendums, that could have 

potential implications for the business’s 

operations or market outlook?

08.
Are there any government subsidies, grants, 

or incentives that the business could benefit 

from or changes in funding policies that could 

impact the industry?

09.
What are the lobbying efforts or activities 

of industry associations or interest groups 

that could influence government policies or 

regulations?

10.
Is the government promoting or supporting 

any specific industries or sectors, and how 

could it impact the business’s competition or 

market opportunities?

How to identify political factors

11.
Are there any trade agreements or 

international treaties that could impact the 

business’s cross-border trade or operations?

12.
What is the level of corruption or bribery risks 

in the country or region where the business 

operates, and how could it impact the 

business’s operations or reputation?
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HERE ARE 12 STRATEGIC QUESTIONS YOU CAN USE TO IDENTIFY  
ECONOMIC FACTORS IN A PESTEL ANALYSIS (YOU SHOULD ASK MORE):

01.
What is the current economic growth rate in the 

country or region where the business operates, 

and how could it impact the demand for the 

business’s products or services?

02.
Are there any fluctuations in exchange rates 

that could impact the business’s costs, 

pricing, or international trade?

03.
What is the inflation rate in the country 

or region, and how could it impact the 

business’s costs, pricing, or profitability?

04.
What are the current interest rates in the 

country or region, and how could they impact 

the business’s borrowing costs, investment 

decisions, or consumer spending?

05.
What is the consumer purchasing power in 

the market where the business operates, 

and how could it impact the demand for the 

business’s products or services?

06.
Are there any trends in consumer spending 

patterns that could impact the business’s 

marketing strategies or sales performance?

07.
Are there any changes in the labour market, 

such as changes in employment rates, wages, 

or labour laws, that could impact the business’s 

labour costs, or availability of skilled labour?

08.
What are the trends in disposable income, 

household debt, or savings rates among 

the target market segment, and how could 

they impact the business’s pricing, product 

positioning, or market opportunities?

09.
Are there any government stimulus programs, 

fiscal policies, or monetary policies that could 

impact the business’s financials, investment 

decisions, or consumer spending?

10.
Are there any economic trends, or business 

cycles, that could impact the business’s 

competitive landscape, market opportunities, 

or risks?

How to identify economic factors

11.
Are there any industry-specific economic 

factors, such as changes in commodity 

prices, or supply chain disruptions, that could 

impact the business’s operations, costs, or 

pricing?

12.
What is the level of economic inequality or 

income distribution in the market where the 

business operates, and how could it impact 

the business’s market positioning, customer 

preferences, or social reputation?
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HERE ARE 12 STRATEGIC QUESTIONS YOU CAN USE TO IDENTIFY  
SOCIAL FACTORS IN A PESTEL ANALYSIS (YOU SHOULD ASK MORE):

01.
What are the demographic trends in the target 

market segment, and how could they impact 

the business’s marketing strategies, product 

development, or customer preferences?

02.
What are the cultural norms, values, beliefs, and 

behaviours of the target market, and how could 

they impact the business’s product positioning, 

branding, or customer engagement?

03.
Are there any social attitudes, opinions, or 

perceptions towards the business’s industry, 

products, or services that could impact the 

business’s reputation, customer loyalty, or social 

acceptance?

04.
What are the trends in lifestyle, consumer 

behaviour, or social preferences among the 

target market segment, and how could they 

impact the business’s product offerings, 

marketing messages, or customer experience?

05.
Are there any changes in social issues, such as 

environmental concerns, health awareness, or 

social justice, that could impact the business’s 

operations, reputation, or customer demand?

06.
Are there any social trends, such as changes in 

family structures, education levels, or employment 

patterns, that could impact the business’s target 

market, customer preferences, or purchasing 

power?

07.
What are the trends in social media, online 

communities, or digital communication among 

the target market segment, and how could they 

impact the business’s marketing strategies, 

customer engagement, or brand reputation?

08.
Are there any social or cultural barriers, such as 

language differences, religious beliefs, or ethical 

considerations, that could impact the business’s 

market entry, customer communication, or 

business practices?

09.
What are the trends in consumer activism, social 

movements, or corporate social responsibility 

in the market or industry, and how could they 

impact the business’s reputation, customer 

loyalty, or competitive positioning?

10.
Are there any social regulations, laws, or policies 

that could impact the business’s operations, 

product development, or marketing strategies, 

such as labour laws, consumer protection laws, 

or social welfare policies?

How to identify social factors

11.
What are the social risks or uncertainties, such 

as changes in public opinion, social unrest, or 

social events, that could impact the business’s 

operations, reputation, or market opportunities?

12.
Are there any social indicators or reports, such 

as social surveys, market research, or social 

trends analysis, that could provide insights 

into the business’s target market, customer 

preferences, or social dynamics?
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HERE ARE 12 STRATEGIC QUESTIONS YOU CAN USE TO IDENTIFY  
TECHNOLOGICAL FACTORS IN A PESTEL ANALYSIS (YOU SHOULD ASK MORE):

01.
What are the latest tech trends in the industry 

or market, and how could they impact 

the business’s operations, processes, or 

competitiveness?

02.
What are the trends in consumer behaviour 

towards technology, and how could they impact 

the business’s product development, marketing 

strategies, or customer experience?

03.
Are there any technological regulations, 

standards, or policies that could impact the 

business’s operations, product development, 

or market entry?

04.
What are the technological infrastructure, 

capabilities, or limitations in the market, and how 

could they impact the business’s operations, 

distribution channels, or customer reach?

05.
Are there any technological disruptions or 

innovations that could impact the business’s 

existing business model, products, or services, 

and how could they present opportunities or 

threats to the business’s competitiveness?

06.
Are there any emerging technologies or research 

and development (R&D) efforts in the market 

that could impact the business’s product 

development, manufacturing processes, or 

competitive advantage?

07.
What are the trends in social media, online 

communities, or digital communication among 

the target market segment, and how could they 

impact the business’s marketing strategies, 

customer engagement, or brand reputation?

08.
Are there any social or cultural barriers, such as 

language differences, religious beliefs, or ethical 

considerations, that could impact the business’s 

market entry, customer communication, or 

business practices?

09.
What are the trends in consumer activism, social 

movements, or corporate social responsibility 

in the market or industry, and how could they 

impact the business’s reputation, customer 

loyalty, or competitive positioning?

10.
Are there any social regulations, laws, or policies 

that could impact the business’s operations, 

product development, or marketing strategies, 

such as labour laws, consumer protection laws, 

or social welfare policies?

How to identify technological factors

11.
What are the social risks or uncertainties, such 

as changes in public opinion, social unrest, or 

social events, that could impact the business’s 

operations, reputation, or market opportunities?

12.
Are there any social indicators or reports, or 

social trends analysis, that could provide insights 

into the business’s target market, customer 

preferences, or social dynamics?
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HERE ARE 12 STRATEGIC QUESTIONS YOU CAN USE TO IDENTIFY  
ENVIRONMENTAL FACTORS IN A PESTEL ANALYSIS (YOU SHOULD ASK MORE):

01.
What are the current and emerging 

environmental regulations, policies, or standards 

that could impact the business’s operations, 

products, or services?

02.
What are the trends in consumer preferences, 

attitudes, or behaviours towards sustainability 

initiatives, and how could they impact the 

business’s product development, marketing 

strategies, or brand reputation?

03.
Are there any environmental risks, threats, 

or concerns in the industry, such as climate 

change, or resource scarcity, and how could they 

impact the business’s supply chain, operations, 

or long-term sustainability?

04.
What are the trends in environmentally-friendly 

technologies, such as renewable energy, eco-

friendly materials, or circular economy initiatives, 

and how could they impact the business’s 

operations, cost structure, or market positioning?

05.
Are there any environmental impact 

assessments, audits, or evaluations that the 

business needs to comply with, and how could 

they impact the business’s legal risks?

06.
What are the environmentally-conscious 

practices, initiatives, or partnerships of the 

business’s competitors, and how could they 

impact the business’s competitive positioning, 

customer perception, or market share?

07.
What are the environmental factors that could 

impact the business’s supply chain, and how 

could they impact the business’s cost structure, 

reliability, or sustainability?

08.
What are the trends in eco-friendly packaging, 

waste reduction, or recycling initiatives, and 

how could they impact the business’s product 

packaging, logistics, or sustainability efforts?

09.
Are there any environmentally-driven consumer 

preferences or demands that could impact the 

business’s pricing strategies, product features, 

or marketing messages, such as organic, fair-

trade, or cruelty-free products?

10.
What are the trends in environmental activism, 

awareness, or advocacy among consumers, 

stakeholders, or communities, and how could 

they impact the business’s brand reputation, 

public relations, or social license to operate?

How to identify environmental factors

11.
Are there any environmentally-driven tech 

advancements, such as clean technologies, 

green manufacturing, or sustainable 

transportation, that could impact the business’s 

competitive advantage?

12.
What are the environmental impacts of 

the business’s operations, and how could 

they impact the business’s, reputation, or 

compliance with regulations?
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HERE ARE 12 STRATEGIC QUESTIONS YOU CAN USE TO IDENTIFY  
LEGAL FACTORS IN A PESTEL ANALYSIS (YOU SHOULD ASK MORE):

01.
What are the current and emerging legal 

regulations, laws, or policies that could impact 

the business’s operations, products, or services, 

such as labour laws, consumer protection laws, 

or data privacy regulations?

02.
Are there any pending legal cases, litigation, or 

regulatory investigations that could impact the 

business’s financials, reputation, or operations?

03.
What are the trends in legal and regulatory 

compliance requirements in the industry 

or market, and how could they impact the 

business’s operations, reporting, or risk 

management?

04.
Are there any licensing, permits, or certifications 

that the business needs to obtain or maintain to 

operate legally, and how could they impact the 

business’s cost structure, time-to-market, or 

competitiveness?

05.
What are the legal requirements for product safety, 

labelling, or marketing, and how could they impact 

the business’s product development, marketing 

strategies, or legal risks?

06.
Are there any international, national, or local legal 

requirements that the business needs to comply 

with, and how could they impact the business’s 

operations, export/import activities, or market 

entry strategies?

07.
What are the legal requirements for employee 

rights, workplace safety, or diversity and inclusion, 

and how could they impact the business’s HR 

policies, practices, or employee relations?

08.
Are there any legal or regulatory barriers to 

entry or exit in the market, and how could 

they impact the business’s competitive 

positioning or market share?

09.
What are the legal risks associated with the 

business’s intellectual property, and how could 

they impact the business’s innovation, brand 

protection, or competitive advantage?

10.
Are there any legal implications of the business’s 

marketing or advertising strategies, and how 

could they impact the business’s reputation, 

customer trust, or legal liabilities?

How to identify legal factors

11.
What are the legal implications of the business’s 

contractual agreements, and how could 

they impact the business’s relationships, 

performance, or legal obligations?

12.
Are there any legal requirements for environmental, 

social, or governance (ESG) reporting, sustainability 

disclosures, or corporate governance, and how 

could they impact the business’s reporting, 

transparency, or stakeholder engagement?
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Step-by-step Guide 
to Conducting a 
PESTEL Analysis.
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Step-by-step guide to 
conducting a PESTEL.

Practical approach to conducting a PESTEL analysis
It’s important to dedicate the right amount of time and resources when conducting a PESTEL 

analysis. The old cliché ‘garbage in, garbage out’ should be at the front of everyone’s mind when 

going through the process. Approaching the PESTEL in a methodical way, and not relying on gut 

assumptions for information, will lead to a much stronger outcome. 

Here are some practical steps to follow when attempting a PESTEL analysis:

1.	 	Identify the relevant factors: Begin by listing out the six key components of PESTEL 

framework: Political, Economic, Social, Technological, Environmental, and Legal.

2.	 	Research and gather data: Conduct thorough research to gather relevant data on each 

component. This may involve reviewing industry reports, market research, government 

publications, news articles, and other reliable sources of information.

3.	 	Brainstorm and generate questions: For each component, brainstorm and generate 

questions that are relevant to your business or industry. These questions should help you 

identify potential opportunities, threats, and trends.

4.	 	Analyse and evaluate: Use the questions generated to analyse and evaluate each 

component. Consider the potential impact of each factor on your business, both in the 

short-term and long-term.

5.	 	Prioritise and rank: Once you have analysed each component, prioritise and rank them 

based on their potential impact on your business, taking into consideration the likelihood 

and severity of their influence.

6.	 	Identify implications and opportunities: Based on your analysis, identify the 

implications and opportunities associated with each component. Consider how 

each factor may affect your business strategies, operations, marketing, and overall 

performance.

7.	 	Develop action plans: Use the insights gained from the PESTEL analysis to develop 

action plans. These plans may involve mitigating risks, leveraging opportunities, or 

adapting strategies to align with the identified factors.

8.	 	Review and update: Regularly review and update your PESTEL analysis as the business 

environment changes. Stay updated with relevant changes in the political, economic, 

social, technological, environmental, and legal landscape that may impact your business.
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Guidelines for gathering and analysing relevant data

The process of gathering and analysing data for a PESTEL analysis involves careful planning, 

research, and analysis. 

Here are some best practices for gathering and analysing data:

•	 Define the scope: Clearly define the scope of your PESTEL analysis, including the 

industry, market, or specific business segment you are focusing on. This will help you 

narrow down your research and gather relevant data.

•	 Identify reliable sources: Identify reliable sources of information for each component 

of the PESTEL framework. These sources may include industry reports, government 

publications, market research, academic journals, news articles, and reputable websites. 

It’s important to ensure that the sources are credible, up-to-date, and relevant to your 

specific analysis.

•	 Conduct comprehensive research: Conduct comprehensive research to gather data 

on each component of the PESTEL framework. For example, for the political component, 

research political stability, government policies, regulations, and geopolitical factors that 

may impact your business. For the economic component, research economic indicators, 

trends, and forecasts relevant to your industry or market.

•	 Generate relevant questions: Based on your research, generate relevant questions for 

each component of the PESTEL framework. These questions should help you identify 

potential opportunities, threats, and trends that may impact your business.

•	 Analyse and evaluate: Use the data gathered and the questions generated to 

analyse and evaluate each component. Consider the potential impact of each factor 

on your business, both in the short-term and long-term. Look for patterns, trends, and 

correlations in the data to identify key insights.

•	 Cross-reference and validate: Cross-reference and validate the data gathered from 

multiple sources to ensure accuracy and reliability. Compare and contrast data from 

different sources to identify consistencies and discrepancies.

•	 Interpret and draw conclusions: Interpret the data and draw conclusions based on 

your analysis. Identify the implications of each component on your business strategies, 

operations, marketing, and overall performance. Consider the interplay between 

different components and how they may impact each other.

•	 Document and communicate findings: Document your findings in a clear and 

organised manner. Use visuals such as charts, graphs, and tables to present data 

effectively. Communicate your findings to relevant stakeholders in a clear and concise 

manner.

•	 Update and review regularly: Regularly update and review your data and analysis as 

the business environment changes. Stay updated with relevant changes in the external 

environment and revise your analysis accordingly.

By following these steps, you can gather and analyse relevant data effectively for a 

comprehensive PESTEL analysis that can inform your business strategies and decision-making 

processes.
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Tips for engaging stakeholders and team members in 
the process
By engaging stakeholders and team members in the PESTEL analysis process, you can leverage 

their expertise and insights to conduct a more comprehensive and informed analysis of the 

external environment. This also ensures that the findings are well understood and integrated 

into the business’s strategic planning and decision-making processes. Here are some tips for 

effectively engaging stakeholders in the PESTEL process:

•	 Provide clear objectives: Clearly communicate the objectives of the PESTEL analysis 

and why it is important for the business. Explain how the analysis will help identify 

opportunities and threats in the external environment that may impact the business’s 

strategies and operations.

•	 Involve relevant stakeholders: Involve relevant stakeholders in the PESTEL analysis 

process, such as senior management, department heads, and key team members 

who have insights and expertise in different areas of the business. This can ensure that 

diverse perspectives and insights are considered in the analysis.

•	 Conduct collaborative workshops: Conduct collaborative workshops or 

brainstorming sessions to gather input from stakeholders and team members. 

Encourage open discussions and debates to explore different viewpoints and generate 

ideas related to each component of the PESTEL framework.

•	 Provide resources and tools: Provide stakeholders and team members with the 

necessary resources and tools to conduct research and analysis effectively. This may 

include access to relevant data sources, templates, guidelines, and training on how to 

conduct a PESTEL analysis.

•	 Foster a culture of curiosity and learning: Foster a culture of curiosity and learning 

within the organisation, encouraging stakeholders and team members to actively seek 

and share relevant information and insights related to the external environment. This can 

create an environment where continuous learning and improvement are valued.

•	 Assign responsibilities and deadlines: Assign specific responsibilities and deadlines 

to stakeholders and team members to ensure accountability and progress in the PESTEL 

analysis process. Clearly communicate the expectations and timelines for completing 

the analysis.

•	 Encourage feedback and input: Encourage stakeholders and team members to 

provide feedback and input throughout the PESTEL analysis process. This can help 

identify potential blind spots, validate assumptions, and ensure a more comprehensive 

and robust analysis.

•	 Incorporate diverse perspectives: Incorporate diverse perspectives from 

stakeholders and team members, including those from different functional areas, levels 

of expertise, and backgrounds. This can provide a more holistic view of the external 

environment and its potential impacts on the business.

•	 Review and validate findings: Review and validate the findings of the PESTEL analysis 

with stakeholders and team members to ensure accuracy and reliability. This can help 

ensure that the analysis is based on sound data and insights, and that potential biases or 

assumptions are identified and addressed.

•	 Communicate results and implications: Clearly communicate the results of the 

PESTEL analysis and its implications for the business to stakeholders and team 

members. Highlight the key findings, trends, and potential impacts on the business, and 

discuss how these insights may inform strategic decision-making and actions.
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Using PESTEL analysis to inform business strategies
Leveraging a PESTEL analysis in strategic decision-making involves using the insights gained 

from the analysis to inform strategy formulation, evaluate strategic alternatives, manage risks, 

monitor progress, and align strategic priorities with the overall objectives of the organisation. 

A perfectly executed PESTEL analysis can be leveraged for strategic decision making in these 

ways:

1.	 	Identifying opportunities and threats: The PESTEL framework helps businesses 

identify and analyse external factors that may present opportunities or threats to the 

business. By understanding the six factors affecting the business environment, business 

leaders can identify potential opportunities to capitalise on and threats to mitigate or 

avoid. This information can inform strategic decision making by guiding businesses in 

aligning their strategies with the external environment.

2.	 Informing strategic priorities: The PESTEL analysis can help business leaders 

prioritise strategic initiatives based on the external factors that have the most significant 

impact on the business. For example, if the analysis reveals that changing technological 

factors are reshaping the industry landscape, a business may prioritise investing in 

technological capabilities or digital transformation initiatives to stay competitive. By 

identifying the most relevant external factors, businesses can align their strategic 

priorities accordingly.

3.	 Anticipating changes in the business environment: The PESTEL analysis helps 

businesses anticipate changes in the external environment that may impact their 

strategies and operations in the future. For instance, changes in political or legal factors, 

such as regulations or policies, may have implications on the business’s operations 

or market access. By being proactive in identifying and analysing these changes, 

businesses can better prepare and adapt their strategies to mitigate risks or capitalise 

on emerging opportunities.

4.	 	Supporting scenario planning: The PESTEL analysis can be used as a basis for 

scenario planning, where different hypothetical scenarios are developed to explore 

potential future outcomes based on different external factors. This can help businesses 

assess the potential impact of different external factors on their strategies and 

operations, and develop contingency plans or alternative strategies accordingly. This 

approach can enhance strategic decision making by considering different possible 

futures and their implications.
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5.	 	Guiding market entry and expansion decisions: The PESTEL analysis can guide 

business leaders in making informed decisions related to market entry or expansion. By 

analysing the external factors in a target market, businesses can assess the feasibility 

and viability of entering or expanding in a particular market. This can inform strategic 

decision making on market selection, entry mode, and resource allocation.

6.	 	Assessing competitive positioning: The PESTEL analysis can help business 

leaders assess their competitive positioning in the market by analysing the external 

factors affecting their industry and competitors. By understanding the broader 

external environment, businesses can identify potential gaps or advantages in terms 

of how they are positioned relative to their competitors. This information can inform 

strategic decision making related to competitive positioning, differentiation, and value 

proposition.

Identifying strategic priorities based on PESTEL 
findings

Businesses can identify strategic priorities based on the findings of a PESTEL analysis and align 

their actions and resources towards achieving those priorities. Regular monitoring and review of 

progress against the strategic priorities will also help business leaders to adapt and adjust their 

strategies as needed. 

Here are some steps to help identify strategic priorities:

1.	 	Review and categorise PESTEL findings: Organise the findings from the PESTEL 

analysis into different categories, such as political, economic, social, technological, 

environmental, and legal factors. This will help in better understanding the nature and 

impact of each factor on the business.

2.	 	Assess relevance and impact: Evaluate the relevance and impact of each external 

factor on the business. Consider factors that are most relevant and have the most 

significant impact on the business’s operations, market positioning, or growth 

prospects. Prioritise factors that are likely to affect the business in the short-term or 

long-term, and that are critical to the success or survival of the business.

3.	 	Evaluate opportunities and threats: Identify opportunities that arise from the external 

factors identified in the PESTEL analysis. For example, changes in technological factors 

may present opportunities for innovation or competitive advantage. Also, identify 

threats that may arise from external factors, such as changing political or legal factors 

that may pose risks to the business’s operations or market access.

4.	 	Assess alignment with strategic objectives: Evaluate how well the identified 

opportunities and threats align with the business’s overall strategic objectives and 

goals. Consider the extent to which each opportunity or threat aligns with the business’s 

mission, vision, values, and long-term strategic direction. Prioritise opportunities that 

align closely with the business’s strategic objectives and goals.

5.	 	Evaluate feasibility and impact: Assess the feasibility and potential impact of each 

strategic priority. Consider the resources, capabilities, and risks associated with 

pursuing each strategic priority. Prioritise strategic priorities that are feasible, aligned 

with the business’s strengths and capabilities, and have the potential to yield significant 

benefits or mitigate significant risks.
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Techniques for aligning PESTEL with business goals and 
objectives

Aligning the findings of a PESTEL analysis with business goals and objectives involves identifying the 

relevant external factors that impact the business and integrating them into the strategic planning 

process. Here are some techniques for aligning PESTEL with business goals and objectives:

1.	 	Goal-Setting: Review the business’s existing goals and objectives and ensure that they are 

aligned with the findings of the PESTEL analysis. If necessary, revise or update the business 

goals and objectives to reflect the implications of the external factors identified in the PESTEL 

analysis. For example, if the PESTEL analysis identifies a significant technological change 

as an opportunity, the business may need to revise its goals to include innovation or digital 

transformation initiatives.

2.	 	SWOT Analysis: Conduct a SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis 

that incorporates the findings of the PESTEL analysis. Identify the strengths and weaknesses 

of the business in light of the external factors identified in the PESTEL analysis. Evaluate how 

the opportunities and threats identified in the PESTEL analysis align with the business’s 

strengths and weaknesses, and use this analysis to inform the strategic planning process.

3.	 	Strategic Mapping: Create a strategic map or framework that visually aligns the external 

factors identified in the PESTEL analysis with the business’s goals and objectives. This can 

help the business to see how the external factors may impact its strategic priorities and 

enable better decision-making. For example, a strategic map can highlight the opportunities 

that align with the business’s growth objectives, and the threats that may pose risks to 

achieving those objectives.

4.	 	Scenario Planning: Use scenario planning techniques to explore different future scenarios 

based on the external factors identified in the PESTEL analysis. Develop different scenarios 

that incorporate various combinations of opportunities and threats, and assess their potential 

impact on the business’s goals and objectives. This can help the business to anticipate and 

plan for different possible outcomes and align its strategies accordingly.

5.	 	Integrated Planning: Integrate the findings of the PESTEL analysis into the overall 

strategic planning process of the business. Ensure that the PESTEL analysis is considered 

alongside other internal analyses, such as the business’s strengths, weaknesses, and core 

competencies, as well as market and competitive analyses. This integrated approach can 

help ensure that the PESTEL findings are fully incorporated into the business’s strategic goals, 

objectives, and action plans.

6.	 	Communication and Collaboration: Foster open communication and collaboration among 

key stakeholders, including senior management, team members, and relevant departments 

or functions, to align the PESTEL findings with business goals and objectives. Involve key 

stakeholders in the strategic planning process and seek their input and feedback on how the 

external factors identified in the PESTEL analysis should inform the business’s strategies. 

This collaborative approach can help ensure a shared understanding and ownership of the 

strategic alignment process.

By employing these techniques, businesses can effectively align the findings of a PESTEL analysis with 

their goals and objectives, and incorporate the external factors into their strategic planning process to 

drive informed decision-making and successful strategy implementation.
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for Success.

Common pitfalls to avoid during PESTEL analysis
During a PESTEL analysis, there are several common pitfalls that business leaders should strive 

to avoid. Here are some of the most common pitfalls and ways to overcome them:

•	 Limited or Biased Data: One common pitfall is relying on limited or biased data during 

the analysis. This can lead to incomplete or inaccurate assessments of the external 

factors, resulting in flawed strategic decisions. To overcome this, business leaders 

should ensure that they gather data from diverse and reliable sources, use multiple 

perspectives, and critically evaluate the data for potential biases or limitations.

•	 Superficial Analysis: Another pitfall is conducting a superficial analysis that fails to 

uncover deeper insights or hidden factors. This can result in oversimplification and 

overlooking critical factors that may impact the business. To avoid this, business leaders 

should conduct a thorough and comprehensive analysis, digging beyond surface-level 

information, and considering both short-term and long-term implications of the external 

factors.

•	 Lack of Contextual Understanding: It’s essential to understand the contextual 

relevance of the external factors within the business’s industry, market, and specific 

circumstances. Failing to do so may result in misinterpretation or misapplication of the 

findings. Business leaders should ensure that the analysis is contextually relevant and 

aligns with their industry, market, and business model.

•	 Overemphasis on One Factor: Overemphasising a single factor, such as focusing 

only on economic or technological factors, can lead to an imbalanced analysis and 

incomplete understanding of the business’s external environment. To overcome this, 

business leaders should strive for a balanced and comprehensive analysis, considering 

all relevant PESTEL factors in a holistic manner to get a comprehensive understanding of 

the external environment.

•	 Failure to Involve Stakeholders: Neglecting to involve key stakeholders, including 

senior management, team members, and relevant departments, in the PESTEL analysis 

can result in a lack of ownership and commitment to the findings. To overcome this, 

business leaders should ensure that the analysis is conducted in a collaborative and 

inclusive manner, involving key stakeholders at different stages of the process, and 

seeking their input and feedback to ensure a more comprehensive and accurate 

analysis.
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Incorporating PESTEL into other strategic 
management tools

PESTEL analysis can be incorporated into other strategic management tools to enhance their 

effectiveness and provide a comprehensive understanding of the business environment. Here 

are some ways to incorporate PESTEL into other strategic management tools:

1.	 	SWOT Analysis: PESTEL analysis can be used to inform the external factors 

(Opportunities and Threats) in a SWOT (Strengths, Weaknesses, Opportunities, 

Threats) analysis. The findings from the PESTEL analysis can provide valuable insights 

into the external factors that impact the business, which can be integrated into the 

Opportunities and Threats sections of the SWOT analysis. This helps in aligning the 

internal strengths and weaknesses of the business with the external opportunities and 

threats, leading to more informed strategic decisions.

2.	 	Scenario Planning: PESTEL analysis can be used as a foundation for scenario planning, 

which involves developing multiple future scenarios based on different external 

factors. The findings from the PESTEL analysis can help identify key drivers of change 

and uncertainties in the external environment, which can be used to create different 

scenarios. These scenarios can then be used to evaluate the potential impacts on the 

business and develop strategic responses accordingly.

3.	 	Business Planning: PESTEL analysis can be integrated into the business planning 

process to inform the strategic priorities and objectives of the business. The findings 

from the PESTEL analysis can help identify the most significant external factors that 

may impact the business and guide the formulation of business strategies and goals 

accordingly. For example, if the analysis identifies significant social or technological 

changes, the business may need to prioritise strategies related to innovation or 

customer engagement.

4.	 	Competitive Analysis: PESTEL analysis can be used to complement the competitive 

analysis of the business. The findings from the PESTEL analysis can help identify the 

external factors that impact not only the business but also its competitors. This can 

provide valuable insights into the overall competitive landscape and help the business 

understand how to position itself effectively in the market.

5.	 	Risk Management: PESTEL analysis can also be used as a part of risk management 

efforts by identifying potential risks and opportunities in the external environment. 

The findings from the PESTEL analysis can help identify risks associated with political, 

economic, social, technological, environmental, and legal factors, and guide the 

development of risk mitigation strategies.

By incorporating PESTEL analysis into other strategic management tools, businesses can gain a 

comprehensive understanding of the external environment and make more informed strategic 

decisions to achieve their business objectives effectively.
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How often should you complete a PESTEL analysis?

The frequency of conducting a PESTEL analysis depends on various factors, including the 

industry, market dynamics, and the specific needs of the business. However, as a general 

guideline, it is recommended to conduct a PESTEL analysis periodically to keep it relevant and up-

to-date. Here are some considerations for determining the frequency of conducting a PESTEL 

analysis:

1.	 	Market dynamics: If the industry or market in which the business operates is highly 

dynamic and subject to frequent changes in external factors, such as changes in 

technology, regulations, or customer preferences, conducting a PESTEL analysis more 

frequently may be necessary to capture these changes in a timely manner.

2.	 	Business environment: If the business operates in a highly volatile or uncertain 

environment, where external factors are constantly changing and can significantly 

impact the business, more frequent PESTEL analyses may be required to identify 

emerging risks and opportunities.

3.	 	Strategic planning cycle: PESTEL analysis is often used as a part of the strategic 

planning process. Depending on the strategic planning cycle of the business, the 

frequency of conducting a PESTEL analysis can align with the planning cycle, such as 

conducting it annually, bi-annually, or as part of a strategic review process.

4.	 	Significant events or changes: Significant events or changes in the external 

environment, such as changes in government policies, economic shifts, social or cultural 

changes, technological advancements, or environmental regulations, may warrant an 

ad-hoc PESTEL analysis to assess their potential impact on the business.

5.	 	Business decision-making needs: The frequency of conducting a PESTEL analysis can 

also depend on the specific decision-making needs of the business. For example, if the 

business is considering entering a new market, launching a new product, or expanding 

operations, a PESTEL analysis may be conducted specifically for those decisions to 

assess the external factors that may impact the success of those initiatives.

In general, it is important to strike a balance between conducting PESTEL analyses frequently 

enough to capture relevant changes in the external environment, but not too frequently that it 

becomes impractical or redundant. Regularly reviewing and updating the PESTEL analysis can 

help business leaders stay informed about the changing external factors that may impact their 

strategic decisions and overall business performance.
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PESTEL Conclusion.

Recap of key takeaways from this playbook
Overall, a PESTEL analysis provides business leaders with a comprehensive understanding of the 

external factors that can impact their operations and market environment. It helps in identifying 

opportunities and risks, informs strategic decision-making, enhances competitiveness, supports risk 

management, and improves stakeholder engagement. Here’s six key takeaways that business leaders 

should know about PESTEL analysis:

1.	 Understanding external factors: A PESTEL analysis helps business leaders gain a 

comprehensive understanding of the external factors that can impact their operations, 

market, and industry. It provides insights into the broader political, economic, social, 

technological, environmental, and legal factors that may affect the business environment.

2.	 Identifying opportunities and risks: By identifying and analysing the various external 

factors, a PESTEL analysis helps business leaders identify opportunities they can leverage 

and risks they need to manage. It helps businesses assess potential opportunities for growth, 

innovation, and market expansion, as well as risks that may arise from changes in external 

factors, such as regulations, economic conditions, or technological disruptions.

3.	 Informing strategic decision-making: PESTEL analysis provides a structured framework 

for businesses to consider external factors in their strategic decision-making process. 

It helps business leaders align their strategies and plans with the external environment, 

enabling them to make informed decisions about resource allocation, market entry, product 

development, and other strategic initiatives.

4.	 Enhancing competitiveness: By understanding the external factors that influence the 

industry and market, business leaders can gain a competitive advantage. PESTEL analysis 

helps businesses stay ahead of competitors by identifying potential market opportunities, 

anticipating changes in customer preferences, and being prepared for regulatory changes or 

technological advancements.

5.	 Supporting risk management: PESTEL analysis helps business leaders identify and assess 

risks associated with external factors, such as changes in regulations, economic conditions, 

or social trends. It allows businesses to proactively identify and mitigate risks, reducing the 

potential negative impact on their operations and performance.

6.	 Improving stakeholder engagement: PESTEL analysis helps business leaders understand 

the interests, concerns, and expectations of various stakeholders, such as customers, 

employees, investors, and communities, in relation to external factors. This knowledge can be 

used to develop strategies and initiatives that align with stakeholder interests and enhance 

stakeholder engagement.
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HERE ARE SOME RECOMMENDED READINGS AND RESOURCES FOR INDIVIDUALS 
WHO WANT TO LEARN MORE ABOUT PESTEL ANALYSIS:

01.
“Strategic Management: Concepts and 
Cases” by Fred R. David and Forest R. David: 

This widely used textbook provides an in-

depth overview of strategic management 

concepts, including PESTEL analysis, and 

their application in real-world cases. It offers 

practical guidance on conducting PESTEL 

analysis and integrating it into strategic 

decision-making.

Get it on Amazon

02.
“PESTEL Analysis: Understanding the 
External Environment” by 50Minutes.com: 

This concise and practical guide focuses 

specifically on PESTEL analysis and provides 

a step-by-step approach to conducting it. It 

covers each component of PESTEL in detail 

and offers examples and tips for effective 

analysis.

Get it on Amazon

Additional resources for further learning on PESTEL

03.
Industry Associations and Marketing Blogs: Industry associations and marketing blogs often 

publish valuable resources and articles on marketing strategies, including the PESTEL framework. 

Websites of marketing associations such as the American Marketing Association (AMA), the 

Chartered Institute of Marketing (CIM), are excellent sources for insights, tips, and best practices on 

marketing.

Please note that availability and accessibility of these resources may vary, and it’s always 
recommended to verify the credibility and relevance of any learning materials before using 
them for academic or professional purposes.

https://www.amazon.co.uk/Strategic-Management-Concepts-Fred-David/dp/0131869493
https://www.amazon.co.uk/PESTLE-Analysis-Prepare-strategies-advance/dp/2806270677/ref=sr_1_11?crid=2AWAYA5NIKS2Y&keywords=pestel+analysis&qid=1681210453&s=books&sprefix=pestel+analysis%2Cstripbooks%2C68&sr=1-11
https://www.ama.org/
https://www.cim.co.uk/
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Need help? Get in touch with our team.

Email:	 hi@vcmo.uk 

Phone:	 0331 630 9395 

Web:	 www.vcmo.uk

128 City Road,  

London, EC1V 2NX
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