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1. [bookmark: _Toc171835223]Introduction
With the increasing trend of international integration and economic globalization, many companies are expanding their business activities in the international market. The global business environment is an extremely one and constantly evolves. This business environment is influenced by global forces, including political, global competition and technology, labor market, cultural dynamics, and economic forces (Daniels, Radebaugh, and Sullivan, 2015). Different countries have different social and cultural dynamics that companies must consider to enhance their competitiveness in every country. Various strategic management tools can help organizations scan the global business environment to identify macro-environmental factors likely to affect their operations (Çitilci and Akbalık, 2020). This paper explores the PESTLE analysis model to help understand the macro-environmental factors likely to affect business operations. The paper also explores Porter’s Diamond Model to understand why specific industries in different countries are more competitive internally than others (Tsai, Chen, and Yang, 2021). It also helps to understand why some companies can innovate and compete more regularly in the global market than others.    
2. [bookmark: _Toc171835224]PESTLE Analysis 
PESTLE is a model that helps businesses comprehensively overview their macro-environment. The model explores the macro-environmental factors likely to affect companies’ performance, direction, and position in the industry (Lang, 2022). The model lets companies stay updated on current events or trends, develop strategies, and conduct market research. Furthermore, analyzing the macro-environmental factors enables organizations to improve their products and services to meet customers’ needs, thus enhancing their competitiveness in the industry. 
2.1. [bookmark: _Toc171835225]Political Factors 
Political factors examine government policies, legislations, regulations, de-regulation trends, and political stability that are likely to influence business operations in a country. Political instability in a country can harm business operations, as constant protests make it difficult for businesses to operate (Lang, 2022). Moreover, changes in government can affect regulation or de-regulation in the company's industry, affecting business operations. According to Porter’s Diamond model, the national context in which the business operates significantly influences its structures and strategies, as shown in Figure 1 in the appendix (Vlados, 2019). Based on this model, businesses are likely to be affected by political factors such as the level of civility and political freedoms, the adopted political systems in the country, shared institutions, and the level of political cooperation such as the European Union (Lang, 2022). For instance, stable, transparent governments established with respect for human rights and the rule of law often promote business environments favorable to the establishment and unrestricted operation of business in a country (Vlados, 2019). On the other hand, oppressive regimes often limit business opportunities.   
Moreover, a government’s fiscal policies can also introduce more taxes, affecting the profitability of businesses operating in the country. Also, wars and conflicts will likely affect foreign relations and trade in the country (Çitilci and Akbalık, 2020). For instance, Russia’s invasion of Ukraine has eroded its foreign relations with many countries, affecting the operations of many Russian companies on the global market. Also, governments can enact trade restrictions to protect local small businesses in the country, thus hampering the operations of foreign businesses in the host countries.  
2.2. [bookmark: _Toc171835226]Economic Factors 
Economic factors explore the economic conditions within which the companies operate, including unemployment rates, inflation rates, GDP, interest rates, disposable income levels, and the overall economy’s growth or drop (Daniels, Radebaugh, and Sullivan, 2015). For instance, the global economic crisis of 2008 devastated many businesses globally, as many plunged into debt, leading to insolvency. According to Porter’s Diamond model, factor conditions like natural resources, capital, and human resources in a country are instrumental in enhancing the competitiveness of its companies in the global market (Lang, 2022). 
Fundamental economic factors like national industries, industrial structure, economic growth, and national income in the country also affect companies’ competitiveness in the international market (Vlados, 2019). Exponential leaps in productivity, increased individual and national income, enhanced living standards, and economic growth characterize industrialized countries. Moreover, governments can push and encourage companies to raise their aspirations by enhancing economic integration and regional trade relations to enhance their competitiveness in the global markets (Fiumara and Boyle, 2023). Furthermore, the abundance of skillful human resources in a country helps to minimize labor costs, which helps to enhance the companies’ competitiveness in the global markets.  
2.3. [bookmark: _Toc171835227]Sociocultural Factors 
Socio-cultural factors focus on the consumers’ attitudes and opinions about various company products and a country's changing demographics and population. Companies need to understand the demographic changes in their target market, including the background, experiences, and ages, as well as the gender and racial identities of their customer base (Daniels, Radebaugh, and Sullivan, 2015). Based on Porter’s Diamond model, some of the fundamental socio-cultural factors that can enhance companies’ competitiveness in the global markets include cultural affinity across regions and national cultures, including shared heritage and language, as well as the movement of people between countries. 
A company’s ability to estimate the requirements and needs of customers in other countries or regions enhances its competitiveness in global markets (Wilson, Lindbergh, and Graff, 2014). Countries with shared heritage and language tend to establish good trading ties, enhancing the movement of people between them and the flow of goods and services. Furthermore, human rights and consumer culture in a country significantly affect businesses in countries (Daniels, Radebaugh, and Sullivan, 2015). Operating countries that respect human rights obligate businesses to prioritize human rights to avert adverse impacts on customers, employees, and the community.
Besides, businesses must consider sociocultural norms influencing people’s purchasing decisions and product production, advertising, and sales in a country (Morrison, 2017). The cultural values and norms significantly shape consumers’ demand for certain products and services. For instance, the socio-cultural norms in the Middle East affected McDonald’s business operations by forcing it to remove pork items from its menu in this market. 
2.4. [bookmark: _Toc171835228]Technological Factors 
The analysis of the technological environment focuses on how technological factors impact organizations. Technology changes will likely affect companies’ positioning in the industry (Palmer and Hartley, 2012). Some fundamental technological factors in the global business environment include national school systems, government funding for research and development, universities, cross-border research ties, cooperation among universities, and global research and development networks. Based on Porter’s Diamond model, a scientific knowledge base is one of the factor conditions that can enhance companies’ competitiveness in the international market (Wilson, Lindbergh, and Graff, 2014).
According to Porter’s value chain model, the presence of world-class educational institutions and robust education systems in a country focuses on creating specialized factors and continuously improving them (Wilson, Lindbergh, and Graff, 2014). Governments that fund research and development significantly promote technological innovations and enhancement of the scientific knowledge base in a country. Companies operating in such countries can constantly innovate and upgrade their scientific knowledge base, thus enhancing their competitiveness in global markets. For instance, changes in the new product development rate, technological advancements in service industry delivery, and increases in automation are relevant factors that organizations must consider to remain competitive in their respective industries (Fiumara and Boyle, 2023).
2.5. [bookmark: _Toc171835229]Legal Factors 
The legal environment explores the practical application of political factors to regulations and rules that can affect companies’ business operations or customers in a country. Therefore, businesses must consider local, national, and international laws and regulations likely to affect their business operations to avoid fines and reputational damages (Worthington, Britton, and Thompson, 2018). For instance, it is essential to consider decisions or developments in the patent and intellectual rights laws to avoid breaching them. Also, businesses must consider consumer protection laws likely to affect customer interaction.
According to Porter’s value network model, various legal factors can enhance companies’ competitiveness in global markets, including the rule of law, independent judiciary and court system, and national legislation (Vlados, 2019). Legal harmonization and recognition of court rulings are critical legal factors that can enhance companies’ competitiveness in the global business environment. Companies often thrive in countries that respect the rule of law, where business grievances and contractual disputes can be settled fairly in a court of law without external interference. 
Also, national legislations that promote international trade by reducing import and export duties significantly enhance the competitiveness of local companies in the global markets compared to countries with high import and export duties. Furthermore, legislation on labor laws, including minimum wage and occupational safety laws, to protect and retain employees can also affect the competitiveness of companies in global markets (Worthington, Britton, and Thompson, 2018). 
2.6. [bookmark: _Toc171835230]Environmental Factors
Environmental factors cover the physical conditions under which companies operate. Under this macroeconomic variable, business organizations must consider pollution levels, natural disasters, climate change, and changing weather patterns to remain relevant to the ever-increasing number of environmentally conscious customers (Çitilci and Akbalık, 2020). Moreover, concerns regarding the environmental effects of fossil fuel combustion, including climate change, have led to the emergence of environmental activists in many countries advocating for the adoption of renewables and other sustainability practices. 
Therefore, businesses must pay attention to this emerging environmental activism to respond accordingly to avoid being singled out as contributors to environmental degradation (Çitilci and Akbalık, 2020). It is also vital to pay attention to natural disasters that seriously threaten their existence and the safety of their employees. Other environmental factors influencing business operations in the global market include national environmental protection laws and cooperation on reducing carbon emissions.  
3. [bookmark: _Toc171835231]Conclusion 
Environmental scanning is instrumental in evaluating potential threats and opportunities in the macroeconomic environment. Identifying these fundamental factors enables businesses to respond appropriately through practical strategies to combat threats before they can affect them. The PESTLE analysis is a vital strategic model that enables organizations to analyze the global business environmental factors that will likely affect their operations. Moreover, Porter’s Diamond Model helps business organizations to increase their competitiveness in the global business environment. At the same time, the value network model explores how businesses create value within the global business environment where they operate.
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Figure 1: Porter’s Diamond Model 
Source; https://www.business-to-you.com/porter-diamond-model/#google_vignette
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