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PEST Analysis

Political, economic, sociocultural, and technological (PEST) analysis is a widely used tool in management and related studies with a broad range of applications. The basic concept is to contextualize a firm, a product, a transaction, or another unit of analysis within the world around it. Everything external to the unit of analysis is considered part of the environment, which does not, therefore, refer just to the world of nature. Events that occur in the environment can have significant impacts on the unit of analysis, so environmental analysis is an important area of study. For example, changes in an import tariff can suddenly make an import cheaper and hence a competitor to a homegrown product that had been a market leader, while a natural or economic disaster in one part of the world might make a product produced there hard for international consumers to obtain.
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Overview
PEST analysis is an important strategic marketing and strategic analysis tool for a company, both in overall monitoring and with respect to specific projects. It is used to as part of a company's competitive strategy in order to identify and evaluate the important external forces that might positively or negatively affect the company. External forces, or factors, are analyzed and monitored in the macro-environmental, or external marketing environment. Because there are a multitude of external factor that can support or hinder the growth of a company, it is convenient and more efficient to divide the external analysis into more manageable portions. This is achieved through the four components of PEST analysis, which with the addition of the legal and environmental (ecological) factors, is also known as PESTEL or PESTLE analysis.
Analysis consists of obtaining data that are used to create and refine theoretical models of how the internal environment works, which can be tested by how well the model predicts the changes that are observed in the external environment and the results of those changes. The models that may be used range from a few straightforward principles to very complex multivariable quantitative systems, such as those used in econometrics. Those who want to use PEST analysis should have a reasonable grasp of the resource implications of models at different levels of complexity and select the one best suited to their particular interests. The components of PEST and PESTEL will be more or less important to various companies depending on the product produced as well as the immediate market goals. Corporations who produce a variety of different products may find that analyzing individual departments using PEST or PESTEL analysis is more efficient in developing a marketing strategy than attempting to use PEST or PESTEL to analyze the entire corporation's marketing strategy. 
The ability of people to obtain data about the external world has undergone an enormous transformation since the 1990s, as the Internet has changed the way that people and organizations work. Data analysis no longer involves scarcity of information but rather too much information. To a certain extent, the development of data-mining techniques, such as semi-autonomous algorithms that trawl through datasets to discover emergent trends and structure, reduces the problem of information overload, but very often in the business world, quick and simple answers are needed.
The four component parts of PEST analysis are usually conducted independently, as are the two additional parts that make up PESTEL analysis, although many events or occurrences transcend the borders of a single category. Integration of the component reports into a synthesis report that allows for an overall assessment of the company is conducted at a later date.
PEST and SWOT
PEST analysis is related to and often used in conjunction with SWOT analysis, which stands for strengths, weaknesses, opportunities, and threats. Like PEST, SWOT is used to evaluate a company, project, or other entity as part of strategic planning. SWOT has a broader focus than PEST, taking into account a company's existing, internal factors—the strengths and weaknesses—as well as external or potential factors. The "threats" aspect of SWOT can be seen as encompassing the political, economic, social, and technological factors that make up PEST, and running a PEST analysis may therefore be part of a SWOT analysis. Likewise, the external factors of PEST may also be identified as "opportunities" within SWOT. Businesses typically use the distinct but intertwined methods of PREST and SWOT together to improve their business on as many scales and through as many factors as possible.
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