
PESTLE Tool 
 
 

PESTLE stands for - Political, Economic, Sociological, Technological, Legal, 
Environmental.. It’s a form of environmental scan to help you make good planning 
decisions. 

PESTLE is a way of exploring the trends that will impact on the organisations over the 
longer term.  Doing an environmental scan is a ‘see the big picture’ tool.  It is also an 
important part of making better decisions and seeing opportunities, risks and unknowables 
on the horizon.     

Wikipedia defines each of the PESTLE words as: 
• Political factors are basically to what degree the government intervenes in the 

economy. Specifically, political factors include areas such as tax policy, labour law, 
environmental law, trade restrictions, tariffs, and political stability. Political factors 
may also include goods and services which the government wants to provide or be 
provided (merit goods) and those that the government does not want to be provided 
(demerit goods or merit bads). Furthermore, governments have great influence on 
the health, education, and infrastructure of a nation. 

• Economic factors include economic growth, interest rates, exchange rates and the 
inflation rate. These factors have major impacts on how businesses operate and 
make decisions. For example, interest rates affect a firm's cost of capital and 
therefore to what extent a business grows and expands. Exchange rates affect the 
costs of exporting goods and the supply and price of imported goods in an economy 

• Social factors include the cultural aspects and include health consciousness, 
population growth rate, age distribution, career attitudes and emphasis on safety. 
Trends in social factors affect the demand for a company's products and how that 
company operates. For example, an aging population may imply a smaller and less-
willing workforce (thus increasing the cost of labor). Furthermore, companies may 
change various management strategies to adapt to these social trends (such as 
recruiting older workers). 

• Technological factors include technological aspects such as R&D activity, 
automation, technology incentives and the rate of technological change. They can 
determine barriers to entry, minimum efficient production level and influence 
outsourcing decisions. Furthermore, technological shifts can affect costs, quality, and 
lead to innovation. 

• Environmental factors include ecological and environmental aspects such as 
weather, climate, and climate change, which may especially affect industries such as 
tourism, farming, and insurance. Furthermore, growing awareness of the potential 
impacts of climate change is affecting how companies operate and the products they 
offer, both creating new markets and diminishing or destroying existing ones. 

• Legal factors include discrimination law, consumer law, antitrust law, employment 
law, and health and safety law. These factors can affect how a company operates, its 
costs, and the demand for its products. 
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There is no perfect way to use the PESTLE tool.  Most organisations have their staff do a 
workshop/whiteboard session.  Some organisations have a facilitated conversation with the 
Board as well. 
 
For an Iwi or Māori organisation, PESTLE could be used as a way to frame a suite of 
questions: 
 

Political 

Is central or local government likely to make law or policy 
changes that: 

• Make it easier to develop particular resources 
• Make it more difficult to develop particular resources 
• Change the authority and responsibilities of your 

organisation 
• Create new funding pools for existing work 
• Reduce funding for existing work 
• Create new funding for new areas of work that are aligned 

to the vision 

Economic 

Are global, national or local business trends likely to: 
• Affect the cost of capital 
• Affect our access to market, for better or worse 
• Change the nature of our business, by affecting our 

products, potential customers, competitors or 
collaborators? 

• Otherwise change the viability or profitability of our 
business(es) 

Social 

How are the demographic trends of our people likely to change: 
• Where will they live? 
• How connected will they be to us? 
• How old will they be? 
• How healthy? 
• Educated? 

Technological 
What are the research and development trends in our area of 
business? 

• Are there imminent innovations? 
• Are there inevitable innovations? 

Environmental 

What can our environment sustain: 
• Are there environmental limits to our business? 
• Do we want to change our environmental footprint in light 

of known trends? 
• Will regulators likely enforce different environmental 

footprint standards? 

Legal Is our area of business likely to be affected by changes to the 
law? 

 
The most important outcome is that the team are paying attention to the big picture and 
proactively trying to identify risks, opportunities and unknowables on the horizon that will 
affect the organisation and how it achieves it purpose.  




