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The External Environment 
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PEST(EL) ANALYSIS 
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Political and Economic (PE) 

• Political 

– Governments shape what business can do 

• Taxation, pollution and regulation  

– Businesses lobby to influence government 

 

• Economic 

– Wealth and stage of development 

• Wage levels, interest rates and consumer confidence 

• Managers compare relative attractiveness of countries for their 

business 
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Social and Technological (ST) 

Social 

• Demographic trends, family structures consumer tastes, ‘Grown 

Up Digital’. 

 

Technological 

• Physical infrastructure, transportation, communications 

technologies 

• e.g. convergence of data, video and voice technologies opening 

vast markets. 

http://www.units.it/


Trieste,  22/11/2013-  6 

Environmental and Legal (EL) 

Environmental (natural) 

• Natural resources, pollution and the effects of climate change on 

business (threats and opportunities). 

 

Legal 

• The framework within which companies operate – employment, 

financial or governance regulations. 
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The internal analysis: 

The VALUE CHAIN 
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The value chain in relation to the 

strategic pyramid  
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The value chain in international markets: 

centralization versus decentralization 
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The traditional value chain versus 

the service value chain  
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Combining the traditional value 

chain and the service value chain  
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Source : Adapted from Competitive Advantage: Creating and Sustaining Superior Performance (Michael E. Porter 1998) with the permission of The Free Press,  
a Division of Simon & Schuster Adult Publishing Group, Copyright © 1985, 1998 by Michael E. Porter. All rights reserved 

The value network 

Supplier value chains: for example, steel suppliers in the car industry 

Channel value chain: for example, the value chain of a distributor / wholesaler  

Customer value chain: for example, the value chain of a retailer (such as Carrefour) 
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SWOT analysis 

Internal Assessment 

(S&W) 

• Management and 

organization 

• Operations 

• Finance 

• Other factors 

 

External Assessment (0&T) 

• Societal changes 

• Governmental changes 

• Economic changes 

• Competitive changes 

• Supplier changes 

• Market changes 

 

See the example of 
DAIMLER AG 
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SWOT analysis in different 

organizational levels 

An example for: 

www.unilever.com 

 

Corporate Level: 

- Unilever 

SBU (Strategic Business 

Unit) Level: 

- Food 

- Personal care products 

- Home care products 

Product Level 

- Frozen food 

- Ice cream 

- cheese 

Market / Brand Level  

- Viennetta 

- Magnum 

- Eskimo – Germany 

- Algida - Italy 

 

 

 

 

 

- 

-  
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Strategic Links in the SWOT 

analysis 
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SWOT analysis and competitive advantage 
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Thank you 

1-17 

 

SOME EXAMPLES OF TEST QUESTIONS: 

 

1) When analyzing a company, consider these elements: growing of new market segments, slow growth of 

the market, market attractiveness of emerging markets, low brand awareness, superior R&D, Lack of 

finance. Include these elements in a SWOT analysis  

 

2) The 4 dimensions of a PEST analysis are:  

 a) _______________________________________________________________________________ 

 _________________________________________________________________________________ 

 b) _______________________________________________________________________________ 

 _________________________________________________________________________________ 

 c) _______________________________________________________________________________ 

 _________________________________________________________________________________ 

 d) _______________________________________________________________________________ 

 _________________________________________________________________________________ 

 

3) Take the example of Nestlè (you can also chose another company on your choice). Illustrate what is the 

focus of your analysis  when you carry out a SWOT analysis in different organizational level  

 

4) The downstream activities in the value chain are:  

 a) Marketing, sales and services 

 b) R&D and Production 

 c) Production and Marketing 

 d) Definition of the vision and the mission 

 e)  Resources and capabilities 
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