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Essay
To identify and explain the variables in the external business environment (PESTLE) and how they directly affect businesses with some examples.
[bookmark: _Toc175004192]Introduction   
[bookmark: _GoBack]PESTLE analysis is mainly based on understanding of key external factors which affects an organisation (Perera, 2017). The PESTLE analysis evaluates the Political, Economic, Sociological, Technological, Legal and Environmental factors and can have wide-ranging impact considering the context of an organisation. It is important for businesses to use PESTLE as their strategic analysis tool to analyse the factors which affect their organisations externally. Businesses can use the findings of PESTLE to guide the organisations regarding their strategic decisions. The management of different businesses can use PESTLE to gain information about brand positioning and growth targets by assessing external environment. The businesses can use the information to determine the performance of existing products and identify the potential for new product development (Hamilton and Webster, 2018). Businesses can also prioritise their marketing initiatives while considering the business environment and implement the strategies accordingly. The current essay intends to evaluate each variable of PESTLE and their impact on a business.  
[bookmark: _Toc175004193]Main Discussions
[bookmark: _Toc175004194]Political          
The component of ‘Political’ plays an important role in determining how the actions of government and political stability can affect the operations of a business. Buye (2021) stated that changes in government policies and taxes can have a significant impact on the profitability of a business. An example is of the tax reforms announced in the United States (US) in 2017. The reforms resulted in reduction of cooperate tax from 35% to 21% (taxsummaries.pwc.com, 2022). As a result, companies like Apple made significant investments in US to take advantage of favourable tax environment. This resulted in an investment of $350 billion from the company over the years and resulted in expansion of business and their workforce in that country. Hamilton and Webster (2018) found that instability in political conditions can create unpredictability for a business. The businesses operating in such conditions face sudden disruptions in supply chain and cannot easily develop their investment plan.  
Foreign policies can also externally affect the businesses that are involved in international trade (Buye, 2021). Groos (2020) identified that Brexit had significant impact on the business operating across the UK. Brexit resulted in changes in foreign trade policies (restrictions on foreign trade) creating trade barriers for the businesses. Jaguar Land Rover faced numerous challenges (due to Brexit as changes in trade agreements increased volatility for the businesses. In such situation, Land Rover needed to revise their manufacturing and supply chain strategies to carry out their business across and outside EU. These modification included relocation of production facilities and developed new trade partnerships outside the EU (Groos, 2020). The regulations imposed by government also affects the way businesses operate across a region. Another important example is of Tesco who adopted changes in their wage structure after the announcement of National Living Wage in 2016. The company invested in technology to automate their processes and reduced the demand of workforce. (Heery, Hann, and Nash, 2021). 
[bookmark: _Toc175004195]Economic   
Economics factors need to be considered while evaluating the external environment of a business, as the financial conditions determine how a business operates. Different economic factors including inflation rates, taxation, economic growth and unemployment rates can affect the growth of a business (Shtal et al., 2018). The economic growth rate of a country can be understood by evaluating their Gross Domestic Product (GDP). Higher GDP express better economic performance with higher customer spending and opportunities for investors. Along with that, inflation rates determine the rate of increase in the prices of products and services with time. A high inflation rate affects the purchasing power of the consumers resulted in a direct impact on the performance of a business (Elliott and Wearden, 2024). In the United Kingdom (UK), the inflation rate increased significantly in 2022 (11.1% in October), due to increase in energy prices and supply chain challenges (Elliott and Wearden, 2024). Tesco faced the negative impact of the inflation and needed to manage their pricing strategy while ensuing their profit margin. 
[bookmark: _Toc175004196]Sociological    
The sociological factors determine how different trends and behaviour sin society can affect a business (Shanas et al., 2017). Shanas et al. (2017) stated that difference in demographics like age, gender and population size determines the market preferences and labour market for a business in a given external environment. It was found that currently the UK population is rapidly aging contributing to an increase in the number of retirees. This suggested the increase in demand of products and services focused on older adults. In such situations, Saga (a travel and insurance company), provides offers targeted towards older people living in the UK. Along with that, changes in lifestyles like ways of living and work can affect the preferences of customer’s and market opportunities for new business ventures (Hamilton and Webster, 2018).
Companies also realised that the attitudes of customers changes rapidly with time (Reza, 2020). This is also an important sociological factor which affects the business practices in different industries. Mulya and Kusumawardhani (2023) discussed the practices adopted by Unilever while addressing the sustainability demands by their customers in the UK. The sustainability plan by Unilever was based on focusing on the environmental impact of their products and improving the heath and well being of their customers. This examples showed how the preferences of customers influence the product development strategies adopted by businesses. 
[bookmark: _Toc175004197]Technological     
This factor determines how the advancements in technologies can affect the progress of a business or industry. Dalirazar and Sabzi (2023) stated that technological innovation contributed to improved economic growth, efficiency and competitive advantage for a business. Along with that, the companies need to make investments in Research and Development (R&D) to enhance the process of technological progress and product development. Companies having the opportunity to leverage existing technological potential can innovate and stay ahead in the competition. The UK-based pharmaceutical company AstraZeneca invests in their R&D and use the innovation to develop new products. These innovations helped the business in creating strong position in global healthcare market (Morgan et al., 2018). The use of automation and Artificial Intelligence (AI) also plays an important role in driving the success of a business. Ocado (an online grocery brand) use automated tools to drive their warehouse operations in an efficient way. 
[bookmark: _Toc175004198]Legal      
The legal environment for a business is also very crucial in determining the performance and strategies adopted by a business (Daniels, Radebaugh and Sullivan, 2019). Verdin (2024) stated that changes in employment laws can have a strong impact on how the businesses design their hiring practices. One examples is of the Equality Act 2010 which was introduced in the UK to reduce the incidences of workplace discrimination and provide equal employment opportunities to everyone. In this situation, British Airways revised their employment policies to assure that their policies are in line with the Equality Act. They encouraged the employment of individuals irrespective of their age, gender or ethnic backgrounds. The failure in compliance with the legal regulations can lead to financial penalties and poor brand reputation for a business (Shenkar, Luo, and Chi, 2021). 
[bookmark: _Toc175004199]Environmental     
Environmental conditions in PESTLE included those ecological and environment-related factors which affect business decisions and operations (Hamilton and Webster, 2018). Vives (2022) found that climate change is an emerging issue for busies in current times. These issues increase the pressure on businesses for reducing their carbon footprint and implement sustainable practices. Marks & Spencer (M&S) were found eminent among their competitors for implementing sustainability initiatives in the UK. The programs included commitment to reduce greenhouse gas emission and reduce waste generation (Morgan, 2022). The environmental concerns also demands the business to ensure effective waste management and reducing the usage of non-renewable resources. Unilever pledged to convert their plastic packaging to completely reusable and recyclable material by 2025 (Lawrence et al., 2018). These efforts helped them in addressing customer demands while creating a positive brand image. It is also important for businesses to manage their resources efficiently. This showed that the environment related concerns play an important role in transforming business strategies as a environment-conscious business among their competitors (Vives, 2022). 
[bookmark: _Toc175004200]Conclusion  
The essay evaluated each variable of PESTLE and their impact on a business using relevant examples.. The businesses were found operating in unstable political conditions and face sudden disruptions in supply chain and cannot easily develop their investment plan. Economic factors like inflation rates, taxation, economic growth and unemployment rates were also found affecting growth of a business. Sociological factors like demographics and customer attitudes can affect a business marketing product development strategies. It was further indicated that the advancements in technologies can affect the progress of a business or industry. The use of automation and AI played important role in driving the success of a business. Changes in laws and policies can have a strong impact on how the businesses design their operational practices. The failure in compliance with the legal regulations resulted in financial penalties and affected brand reputation for a business. Environmental factors also influenced the adoption of sustainability related strategies creating their eminent position among their competitors. 
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