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[bookmark: _Toc169623747][bookmark: _Toc169690790]Introduction 
The main aim of this essay is to provide an in-depth analysis of external environmental factors with the help of PESTLE analysis. This essay will be inclusive of the analysis by which a company can know the external environmental factors. PESTLE analysis provides in-depth knowledge of external factors that affect the overall functioning of the business in the market. The essay will describe the political, economic, social, technological, legal, and environmental factors of the business environment. This essay will also describe the importance of several factors in the fashion retail industry market of the UK.

[bookmark: _Toc169623748][bookmark: _Toc169690791]Important variables in external business environment
The PESTLE analysis helps in identifying the external business environment. PESTLE analysis includes the six factors political, Economic, social, technological, legal, and environmental.
[bookmark: _Toc169690792]Political Factor 
The variables that will be included in political factors are taxation, employment laws, and political stability. The first factor in the political environment is taxation. Taxation is a process in which the ruling country of the business environment will impose necessary rules and regulations regarding their financial earnings. Taxation policies may affect the business in positive and negative terms.  This is because sometimes the government-made policies can increase the profitability of the firm and sometimes when the policies do not match with the overall process of the organization then it will not increase the overall profitability of the organization. The next second variable of the political business environment is the employment laws. Employment laws are the ones that have been set for the betterment of the employees.  Employment law will always concern the safety and security of an individual in the working industry. Political stability for any business firm is the process in which the company tries to fit its business functioning according to the structure made by the government. Sometimes political factors affect the sentiments of customers which will impact the purchase decision (Durranin, et. al., 2023, pg.3). If any business form lacks in maintaining political stability then they can face serious issues. 
[bookmark: _Toc169690793]Economic factor
This factor in every business will include variables like inflation rates, competition and interest rates. Interest rates are the ones in which many borrow money and invest according to the interest rates. If interest rates are high then business firms will deposit the amount in large so that they can get good returns on it. Competition is the one by which different plans and various strategies create differentiated factors from other business firms. Inflation rates are having both negative and positive effects on business firms. Inflation rates are the ones which will reflect the increase in price factors of the business goods and services.  For example: The fashion retail industry of the UK suffered from the effect of inflation rates by downward trends (Elliott, 2024). It means that fashion retail stores had the highest rate in October 2022 by 11.1% but this rate decreased by 2% in the coming year. This is due to the seasonal change and demand for goods and services in the market. The porter diamond is representing as an economic model established by the Michal Porter. This model helps in recognizing the competitive advantage of the nations (Tsai, et. al., 2021). The region or nation can become the base for development of industry.
[image: ]
Figure 1: Porter Diamond Model
Source: Tsai, et. al., 2021.
[bookmark: _Toc169690794]Social factor
This factor describes the environment which has the involvement of lifestyles, income and education.  Lifestyle states the different habits adopted by the people in the society. Lifestyle is a variable of society which will be changing regularly. Education states the knowledge, traits and information about a product by an individual. This will eventually affect the buying behaviour of the company’s product. Factors of income in society play an important role it will decide the purchase decisions of customers.  In context with the fashion retail stores change in lifestyle mostly promoted the sustainability factors in the clothing industry (MINTEL, 2023). An increase in the price factors in the fashion retail industry has realised that 52% of the customers that sustainability plays an important role in clothing and fashionable products.
Technological factors 
This factor is in an external business environment will be inclusive of important variables like the internet and the automation process. Internet is a factor which will help to promote the business by applying digital platforms. Almost every business in this current scenario has its own website will help it maintain its brand image in the market.  With the help of Internet facilities and different social media platforms, businesses can easily communicate with the audiences which they want to target.  This internet technology will also help the business to communicate with their employees and staff members who are sitting outside the geographical boundaries.  Another important technological advancement which a company can implement is automation (Marketing Tutor, 2024). Automation is a process in which the company can automate their production lines by replacing human personnel in a work which demands a lot of workload on them.  This will eventually reduce the cost of manufacturing, suppliers, retailers and other works on which the company is having unnecessary expenses. But on the other side, it has been seen that this type of technology can hurt the company’s employee retention. 
[bookmark: _Toc169690795]Legal factors 
This factor includes the labour laws, consumer protection laws and intellectual property laws. Labour law states that these are the laws which have been created to mediate the relationship between workers and employers of the company. Labour law is formed majorly to protect their rights in the industry. This will include factors like health, safety and security of the employees and labourers in the different industries. The consumer protection law explains the legislative rules and regulations between consumers and different business practices. Consumer protection law will be inclusive of factors like pricing structure, safety and security of food, rules regarding the advertisement and demand for the labelling of the product.  According to this law, all the companies have to manufacture the products in such a way that it may not harm the consumer (Marduk, 2022).  All the products which will be manufactured by different companies must pass the standards of quality which have been set by the ruling government bodies. An intellectual property right reflects the property rights made for the business entities. Certain types of legal frameworks have been made for the protection of business properties from any type of fraudulent activity.  In addition to the fashion retail industry, it has been observed that the fashion retail industry of the UK faces the problem of human trafficking due to the intensity of workers and low margins of the place where social problems are increasing continuously.  There are laws which have been made to control human trafficking in the fashion retail market of the UK but they fail to conduct the legality in the environment. To maintain the legality of the market fashion retailers in the UK have to follow the tax restrictions, restrictions on export, and cost on the inflations.  It has also been seen that the retailers are unable to provide a good amount of respect to their workers. This is due to their production process are conducting in other countries.    
[bookmark: _Toc169690796]Environmental factor
[bookmark: _Toc169623749]This factor of business environment describes the culture, technology, and competition.  Culture describes the working methodology adopted by the company. It also means the values and beliefs on which the company has been working for a long period. Culture also explains the concept of social behaviour and knowledge of the company towards society. Every business has to focus on its cultural factors so that it can provide flexible demographics. Technology is a factor by which the company forms their internal and external environment. Competition is the factor which decides the capability and ability of a company to stand alone in the market. Competitors are the one who offers the same type of products in the market. Competition sometimes increases the creativity factor of the companies to promote their product in the market.  in context with the fashion retail industry of the UK, this market is entering the markets of China for that they need to find the potential styles of Chinese fashion (University of Derby, 2023).  To beat the competition of the Chinese market the UK fashion industry has to form a joint venture and collaborate with the local Chinese vendors to beat the competition fashion brands. 
[bookmark: _Toc169690797]Conclusion 
In conclusion, it is suggested that every company has to analyse the external factors which affect their operational activities outside the company. This can be critically analysed with the help of PESTLE analysis.  In this essay, an example was given of the fashion retail industry of the UK. Every factor has its advantages and disadvantages in the external environment of business.   The external environment plays an important role in framing the outside functioning of the business.  PESTLE is a crucial method which can be used to understand the exterior environment of the company.  Eventually internal factors also depend on the external factors of any business. If any business understands the both internal and external environment effectively and efficiently then it will be able to rule the market. 
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