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What is PESTEL Analysis?

PESTEL analysis is a tool that helps us understand the big picture of how different factors can affect
businesses and decisions. It's like looking at the weather to plan a picnic; you want to know if it's sunny,
rainy, or windy! In the same way, PESTEL helps us look at different areas that can impact a company.

What Does PESTEL Stand For?

PESTEL is an acronym that stands for:

¢ P - Political: This looks at how the government and laws can influence a business. For example, if
a new law is passed that raises taxes on sugary drinks, it could affect a soda company.

e E - Economic: This considers how the economy affects businesses. If people have less money to
spend, they might buy fewer toys, which can affect toy companies.

¢ S - Social: Here, we think about people's attitudes and behaviors. For instance, if more people
start caring about the environment, companies might focus more on making eco-friendly
products.

¢ T - Technological: This involves how technology impacts businesses. An example is how online
shopping has changed the way we buy things compared to going to a store.

¢ E - Environmental: This factor looks at how nature and environmental issues affect businesses.
If a company doesn’t take care of the environment, it might face backlash from customers who
are environmentally conscious.

¢ L - Legal: This deals with the laws businesses have to follow. For instance, there are laws about
safety standards for toys, which manufacturers must comply with.

Why is PESTEL Analysis Important?

Understanding PESTEL analysis helps businesses prepare for changes in the world around them. Just like
you’'d check the weather before going outside, companies need to check these factors to make smart
decisions. It helps them plan for the future and avoid problems.

Real-life Example of PESTEL Analysis

Let’s say a new video game company is starting up:

¢ Political: They need to understand the laws about video games and age ratings.

¢ E - Economic: If there's a recession, people might not buy as many games.

S - Social: They should know that many kids now prefer multiplayer games to single-player
games.

T - Technological: They need to keep up with the latest gaming consoles and online platforms.
E - Environmental: They might consider how to make their packaging recyclable.

L - Legal: They must be aware of copyright laws when creating their games.

By analyzing these factors, the video game company can make informed decisions and be successful!

Conclusion

PESTEL analysis is an important tool that helps businesses stay aware of external factors that can
impact their operations. By understanding each part of the PESTEL framework, you can see how it is like
preparing for a day based on weather conditions!
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