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In the contemporary global setting, organisations must understand outside factors for operational effectiveness and profitability. Regarding these factors, one of the most used models is PESTLE, which refers to Political, Economic, Social, Technological, Legal, and Environmental factors. These models help a business to identify threats and possibilities in the environment so that the most effective course of action can be ascertained. Companies can fully appreciate the operating factors when political restraints, economic forces, social forces, technological characteristics, legal issues, and environmental pressures are assessed (Sun et al., 2024). Several of the business factors assessed in the PESTLE model are defined below with the help of examples for all the variables in each category.
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The political environment captures the activity of the government and such policies that characterise its interaction with the business. The variables defining institutions are government regulation, political stability, and foreign policy.
· Government Regulations: In the business analysis, it has been discovered that most governments’ policies and regulations greatly influence business operations. For example, environmental policies might indicate that firms need to obtain better technologies that are costly. On the other hand, favourable policies for taxes can also contribute to boosting the level of profitability.
· Example: The enactment of the General Data Protection Regulation (GDPR) in the European Union made companies change their data privacy policies worldwide, affecting their business activities and legal requirements (Teslenok et al., 2019).
· Political Stability: Political stability or otherwise can impact the confidence level of investors and business organisations. Fluctuating political climates in the countries have been found to increase the flow of foreign direct investments where such climates are stable.
· Example: The political crisis in Venezuela demonstrates that political instability has a destructive impact on companies by causing high inflation, product shortages, and business flight (Kothari and Kothari, 2017).
· Foreign Policy: International trade laws, protective tariffs, and diplomatic ties may affect entities involved in global business.
· Example: The trade war between the U.S. and China brought about new product tariffs, and supply chain-dependent businesses and companies were forced to absorb the costs or look for new strategies (Bansal and Thenmozhi, 2020).
[bookmark: _Toc168969139]Economic Environment
The economic environment comprises business elements that affect the customer’s buying ability and spending propensity. Further variables are inflation, interest rate, and growth in the economy.
· Inflation: Inflation reduces a currency's buying power, increasing the cost of raw materials and final products. These costs can hurt businesses mainly through reduced demand if passed on to customers at higher prices.
· Example: In 2021, several companies faced supply chain issues and cost pressures in the form of inflation, which led to higher consumer prices and, in some cases, lower demand (Kazmierska-Zaton and Zaton, 2020).
· Interest Rates: These bent the borrowing rates for business entities and consumers. Higher interest rates can lead to lower demand for goods and services and cause the cost of capital for business expansion to rise.
· For example, If the Federal Reserve raises the interest rates, firms with large amounts of debt will have higher refinancing costs, affecting their profitability and investment (Sutiknyo, 2015).
· Economic Growth: Growth rates in the economy define the population's market opportunities or size and buying power. It shows that economic growth at a rapid pace implies greater demand for products and services.
· Example: China’s economic development has also contributed to significant market opportunities for expanding multinational companies and the increasing middle-income population (Poláková et al., 2015).
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The social environment also refers to consumer characteristics and features concerning culture that shape trends and practices in society. Some of the factors are demographic factors, changes in lifestyles, and the values held in society.
· Demographics: Fluctuations in the population numbers, age pyramid, and ethnic mix of a country can affect the demand for products and labour supply.
· Example: There is a growing population of elders in Japan, resulting in high demands for healthcare products and services, especially for the ageing population, forcing companies to seek new market opportunities (Firdaus and Hamsal, 2013).
· Lifestyle Changes: Market trends mean consumers’ lifestyles and preferences change, which may mean new market niches or no market for existing products.
· Example: This has helped the shift towards health and wellness, leading to more people buying foods from certified organic farms, fitness products, and wellness services, thus leading businesses to incorporate them into the market (Wairooy, 2019).
· Social Values: Changes in people’s perceptions of certain values like environmentalism and social justice might also affect attitudes about a brand and consumers’ loyalty to that brand.
· Example: Brands like Patagonia that focus on sustainability and ethical operations have earned customers’ trust since they meet their social norms (Steelyana and Tahir, 2020).
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The technological aspect involves technologies available in the market that can either unlock new opportunities or bring new risks for the firms. Some variables that define modern business environments are Technology advancement, automation, and digitalisation.
· Technological Development: Progressive innovations always emerge in the market, forcing stakeholders to develop new products, services, and other viable business models.
· Example: The use of environmentally sustainable technologies has enhanced the economic certainty of organisations and brought developments (Sibuea et al., 2020).
· Automation: Automation and AI are effective tools that can enhance an organisation’s performance, but workforce displacement is another aspect, and upskilling is needed in this case.
· Example: Automating production lines in manufacturing industries has boosted production efficiency and raised the challenge of retraining employees to manage complicated machinery (Shehata and Montash, 2020).
· Digital Transformation: The case of digital technologies in business operations shows that information technology boosts customer experience and productivity.
· Example: The changes during the COVID-19 adaptation of work technologies, online sales platforms, and remote work and correspondence were traced as showing the importance of digital adaptation (Benfatti, 2022).
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The legal environment covers all the established rules and laws that govern the operation of business entities. Such variables comprise labour laws, consumer laws, and laws on intellectual property.
· Labour Laws: Legal factors such as minimum wages, employees’ rights, and working conditions/employment procedures and relations directly affect personnel costs.
· Example: Employment legislation in different nations has tightened, and compliance costs have affected payroll budgets and tendencies in hiring over time, as well as new automated systems (Tao et al., 2023).
· Consumer Protection Laws: Regarding consumer protection rules, such rules might impact product development, marketing, and liabilities.
· Example: The Consumer Rights Act in the United Kingdom officially states that businesses must meet certain product standards, which has greatly changed product design, impression, and customer service (Erlygina, 2022).
· Intellectual Property Rights: To help ensure that innovations are not copied or stolen, it is important for businesses to defend their intellectual properties.
· Example: Innovative industries such as Apple know the importance of patent protection to discourage competitors from copying the product, thus protecting their return on investments in research and development (Light, 2019).
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The environmental environment encompasses aspects of the natural world and ecological issues. Such variables include climate change, resource scarcity, and environmental legislation.
· Climate Change: Climate change's influence on business activities, value-creating chains, and customer behaviour is escalating.
· Example: Climate change affects agriculture sectors, and the shift in weather conditions influences the production of foods and crops (Kamarul Zaman, 2018).
· Resource Scarcity: The presence or absence of natural resources may impact production processes and costs.
· Example: The need for more ready availability of these elements, especially the rare earth metals crucial for electronics production, enhances costliness for these technological organisations (Shrivastava, 2018).
· Environmental Regulations: The enforcement of environmental legislation and policy can foster changes in behaviour for organisations and advances in sustainability.
· Example: Environmental courts in China have improved the outcome of green technology innovation for enterprises, especially state-owned enterprises, and 
· developed environmental legal systems (Kurbatova et al., 2020).
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Conclusion



In conclusion, the PESTLE framework is a useful strategy that organisations must understand in their external environment. This involves looking at the political, economic, social, technological, legal and environmental factors to evaluate risks and opportunities that would benefit strategic planning and execution of decisions. In this case, risks in a country’s political environment affect business confidence and business operations, while risks such as inflation or interest rates affect the buying power of the people. Social factors affect consumers' activities, and the development process causes change. Whereas policies dictate that an organisation has to be legally compliant, environmental aspects say that the organisation should be reasonable to the environment. Organisations that assess these parameters are best placed to address them and hold long-term strategic advantages. That is why it can be understood that PESTLE factors exist and how to control the change of forces that can make the business more powerful and competitive.
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