PEST Analysis for the
Localization Industry

A how-to guide and environmental
scanning workbook.




History PEST Analysis

PEST analysis, an acronym for Political, Economic, Social, and Technological factors, is a strategic tool used to
evaluate these external factors that might affect an organization's performance. It helps businesses understand the
macro-environment in which they operate.

The concept of PEST analysis can be traced back to Francis Aguilar's 1967 book, "Scanning the Business
Environment." Aguilar introduced ETPS analysis, emphasizing four critical factors affecting businesses: Economic,
Technical, Political, and Social.

Over time, the order of these factors was rearranged to create the more phonetically pleasing acronym "PEST." As
the business environment became more complex, additional layers were added, leading to PESTLE/PESTEL,
which includes Legal and Environmental factors, and STEEPLE, which incorporates Ethical factors.

PEST analysis gained popularity as it provided businesses with a clear framework to assess the external
environment. By understanding these factors, organizations can develop strategies that are aligned with the
external environment, ensuring sustainability and growth.

Visit Richard-Brooks.com for more ideas to improve your LSP E



PEST Analysis

e PEST Analysis is a decision framework used to help a company decide key

strategic moves. EG
o New product development
o Expansion into a new region/locale

e PEST = Political, Economic, Social and Technological.

e Other versions exist; PESTLE, STEEP, STEP, Environmental scanning, etc
etc... all are essentially the same thing.

e Provides a view of the macroeconomic factors that might affect an
organization.

e The idea is that by understanding what's happening in the world around your
company you will be better placed to make better strategic decisions.
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Political:

Political factors involve government
regulations and legal issues
determining the conditions under
which companies must operate. These
include tax policies, trade restrictions,
and political stability, which can
influence business strategies and
decision-making.

Social:

Social components revolve around
societal trends and behaviors. Factors
like demographics, cultural norms, and
lifestyle shifts play a crucial role in
shaping consumer needs and market
demand.

Economic:

Economic elements refer to the
broader financial landscape impacting
industries. Aspects like inflation rates,
interest rates, and economic growth
can determine a company's market
potential and profitability.

Technological:

Technological factors pertain to
innovations in technology that may
affect operations or product offerings.
Rapid technological advancements
can create new opportunities, disrupt
industries, and influence consumer
preferences.
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Linked
because

they are
linked.
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Where to source info

Political Factors:

Government Publications: Official documents,
statements, or laws published by the government.

News Outlets: Credible media sources that cover
political news and policy changes.

Industry Reports: These often contain a section on
regulatory challenges.

Economic Factors:

Financial News: Websites like Bloomberg or Financial
Times can give insights into economic trends.
Economic Research Institutes: Organizations like the
World Bank or IMF often publish economic statistics.

Market Research Reports: Look for trends, forecasts,
and economic analyses specific to your industry.

Social Factors:

Social Research Journals: These can offer deep
insights into cultural and social trends.

Demographic Data: Government censuses and data
from statistics agencies.

Consumer Surveys: Primary research can be
extremely useful in understanding social factors.

Technological Factors:

Tech Journals and Blogs: Websites like TechCrunch
or journals from IEEE can provide the latest tech
trends.

Patent Databases: To check the technological
advancements in your industry.

Industry Conferences: These can be goldmines for
the latest technology applications in your field.

hckrnews.com, subreddits, github, dev.to, diff.blog
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Political Considerations

How do government policies around language and
communication affect our services?

Are there regulations concerning the translation or
interpretation of official documents?

What are the political stances on multilingual
education and communication in our key markets?

How might changes in immigration policies
influence the demand for language services?

Are there any data protection laws affecting the
storage and transfer of translated content?

How do trade agreements between countries
influence the demand for cross-language business
communication?
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Economic questions

How do economic growth rates in multilingual countries
impact the demand for our services?

Are there currency exchange fluctuations affecting
pricing for international projects?

How do employment rates influence the availability of
qualified linguists and translators?

What's the financial outlook for sectors heavily reliant
on translation, like tourism and international business?

How are global recessions or economic booms
affecting the outsourcing of language services?

Is there a growing demand for specific language pairs
due to economic partnerships between countries?
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Social questions

What are the prevailing language trends, and which
languages are increasing in demand?

How do migration patterns influence the need for specific
language services?

Are there societal shifts emphasizing the importance of
multilingual education and training?

How do cultural nuances and idioms impact the quality and
approach to translation?

Is there an increasing demand for localization services due
to global content consumption?

How are social movements, like globalization or nationalism,
affecting the perception and importance of multilingual
communication?
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Technological questions

How are advancements in machine translation and Al
impacting the LSP industry?

Are there emerging platforms or software improving the
efficiency and accuracy of translation?

How do cybersecurity trends affect the protection of
translated content and client data?

Is there a growing demand for digital localization services
due to the rise of e-commerce and digital platforms?

How are cloud-based solutions influencing collaboration
and project management within the localization industry?

Are there innovations in voice recognition or real-time
translation that can create new service offerings?
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A PEST Analysis for:

Political Social

Economic Technological
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Example of PEST for Localization

Political Factors:

Trade Policies: A new free-trade agreement between two countries could boost the need for translated documents
related to export/import regulations.

Regulatory Compliance: GDPR regulations might require special handling of personal data within translation
processes.

Political Stability: Political unrest in a particular country might lead to a decline in business from that region.
Global Alliances: A new visa agreement between countries could increase personal document translation needs.
Localization Laws: A mandate for businesses to localize their websites into the local language would drive
demand.

Intellectual Property Laws: Stricter IP laws may require the translation of legal documents to ensure compliance.
Tax Policies: New tax codes in a foreign market may necessitate the translation of financial records.

Foreign Investment: Policies restricting foreign companies might reduce demand for language services in that
market.

Government Support: Subsidies for export businesses could lead to an increased need for document translation.
Bureaucracy: Excessive red tape could make it time-consuming and costly to set up a translation business in
certain countries.

Economic Factors:

Exchange Rates: A stronger dollar could make American LSPs more expensive for European clients.

Inflation Rates: Increased inflation could lead to higher operational costs, affecting price points.

Economic Growth: A booming economy in Asia could increase demand for translation into Asian languages.
Consumer Confidence: High confidence can encourage businesses to expand internationally, requiring more
translation.

Interest Rates: Low interest rates might encourage investment in new translation technologies.

Global Economic Trends: An economic downturn could reduce budgets for non-essential services like translation.
Labor Costs: High labor costs in a given country might encourage outsourcing translation services.

Market Saturation: Oversaturation of LSPs in a specific language pair might drive down prices.

Resource Availability: Shortage of qualified translators in a rare language could drive up costs.

Technological Infrastructure: Poor internet connectivity in a market could hinder the provision of online translation
services.

Social Factors:

Cultural Attitudes: A society’s openness to foreign culture could influence the types of content needing translation.
Demographics: An aging population might need more healthcare-related translations.

Language Trends: The rise of a particular language in global commerce could shift demand.

Global Mobility: High rates of migration could lead to an increased need for translation of personal documents.
Education Levels: A highly educated market might require more specialized, technical translations.

Consumer Activism: Social responsibility campaigns might require localization to resonate in different cultures.
Social Media Influence: The popularity of platforms like TikTok may necessitate more video subtitle translations.
Urbanization: More people moving to cities might increase the need for localized service directories.

Lifestyle Changes: The rise of remote work globally could require more localized HR documents.

Ethical Concerns: Operating in countries with poor human rights records could risk reputational damage.

Technological Factors:

Machine Translation: Adoption of Al could reduce costs but compromise quality.

Data Security: Blockchain might be used to ensure document integrity during the translation process.

Software Integration: APIs could allow for seamless integration with clients' content management systems.
Cloud Services: The use of cloud storage could facilitate easier collaboration among dispersed teams.
Automation: Automated workflows could speed up the translation process.

Communication Tools: Video conferencing could enable better client consultation for more nuanced projects.
Quality Assurance Tools: Advanced software could automatically check for translation errors or inconsistencies.
E-commerce Platforms: Increasing online sales may require the localization of product descriptions and reviews.
SEO Algorithms: Localizing SEO could become crucial for international web visibility.

loT: The proliferation of smart devices may necessitate the translation of user interfaces.
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