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Introduction
In order for a business to be successful in the long term, it needs to first understand how the external environment of the business world works (Christodoulou and Cullinane, 2019). The PESTLE structure, which is made up of political, economic, social, technological, legal, and environmental factors (Shtal et al., 2018), is a macroenvironmental analysis tool used to analyse the dynamics of global business environments. This essay focusses on the analysis power of the PESTLE tool and the significant close interconnection between all the business strategy analysis factors.
Political Environment
The political environment includes things like tariffs, trade restrictions, tax rules, the stability of the government, and its policies (Voiculet et al., 2010). In particular, unrest in politics can make supply chains less stable and lower investor trust. Also, changes in government policy can make the business environment more or less competitive (Hadjikhani and Ghauri, 2001).
An example to understand how politics really matter is how Brexit has impacted businesses in the UK and Europe, where many firms have to deal with new trade agreements, tariffs, and norms (Hadjikhani and Ghauri, 2001). The Japanese automobile manufacturing company Honda Motor, for instance, was concerned that Brexit-related border inspections would cause supply chain delays and raise doubts about when finished vehicles will be delivered (Alex Barker and Peter Campbell, 2018). While Britain was finding it difficult to go on with negotiations over post-Brexit trade relations with Tokyo, the EU-Japan trade agreement eliminates tariffs on cars from Japan to the continent. As a result, on July 30, 2021, after 36 years of production, the Honda UK Manufactoring car plant (Swindon, England) closed with the loss of 3,500 jobs (Costas Pitas and Guy Faulconbridge, 2019).
According to the PESTLE study, job loss demonstrates the significant link between political and economic circumstances. In fact, as a result of unemployment, the entire UK economy did not grow as quickly as it could and began to decline until inflation peaked in 2022. Many households saw their incomes fall as the unemployment rate rose. As a result, individuals began spending less, which has harmed several firms' sales (www.bbc.co.uk, n.d.).
Influence in politics can be seen also in the trade war between the US and China. When the US government put fees on Chinese goods, costs went up for American businesses that bought things from China (Kwan, 2019). Brands like Apple rethought their supply lines and even considered moving production to other places to lessen the impact of tariffs (Swenson and Woo, 2019).
Economic Environment
Interest rates, inflation, economic growth, and foreign exchange rates are all important economic factors that affect business plans and strategies (Voiculet et al., 2010). Businesses must deal with increased labour and raw material costs due to inflation, which could reduce profit margins. However, the rate of economic growth has an impact on consumer spending power and future market expansion. Interest rates affect how much it costs to borrow money and what investments can be made (Christodoulou and Cullinane, 2019).
In the UK in 2022, the cost of living increased significantly. October 2022 had a 41-year peak of 11.1% annual rate of inflation. The primary cause of the inflation spike in 2022 was external causes. The COVID-19 epidemic and accompanying lockdowns caused a large demand for consumer products globally. Other factors that contributed to this demand included supply chain disruptions and rising oil and fuel prices, which were mostly caused by Russia's invasion of Ukraine in February 2022. Increased costs for businesses, combined with robust consumer demand for goods, resulted in increased pricing for items. These international factors had an impact on UK consumer prices because the country is a major net importer of products, especially energy (UK Parliament, 2024).
Another example of how some business areas have seen changes because of inflation is the retail business in Venezuela. From 2013 to 2020, Venezuela went through one of the worst economic crises in history, resulting in a 70% reduction in the country's GDP (gross domestic product) and the exodus of millions of people fleeing food shortages, hyperinflation, and an increasingly authoritarian government (Manuel Rueda, 2024). With among the lowest incomes in the whole hemisphere and the hyperinflation, several Venezuelan stores were forced to close since customers could not afford to purchase necessities (Kulesza, 2017).
Social Environment
The social environment includes changes in demographics, the way people act in groups, cultural trends, and shopping habits (Shtal et al., 2018). In order to learn more about their users and make their products more useful to them, businesses use these factors. Demographic changes that can have different effects on markets include changes in family arrangements or an ageing population (Feys, 2020).
The impact of the ageing population on the economy may be observed in the car sector, which caters primarily to senior citizens. According to the U.S. Small Business Administration, seniors are in charge of 50% of all consumer spending and 70% of American households' total net worth ($7 trillion). Automobile manufacturers need to consider that seniors are not giving up on automobiles just because they are getting older; in fact, as stated by the AARP study (American Association of Retired Persons), they are buying 43% of new domestic cars and 48% of luxury cars, with the growth of the market of 258% by 2050 (Circa 46, 2020).
One business that has been greatly affected by the growing concern for health and well-being is the food and drink industry. Fast food chains like McDonald’s have changed their menus because more and more customers want healthier choices (Tomlinson, 2018). This shift in social values has had an effect on new products and advertising efforts, which shows how important it is for businesses to keep up with changes in society (Voiculet et al., 2010).
Technological Environment
How well and how long a company can stay in business depends a lot on how fast technology changes and gets better (Apăvăloaie, 2014). Many factors influence this environment, including how quickly technology advances, how time is spent on research and development, how prevalent automation is, and how many new technologies are deployed (Feys, 2020). Keeping up with changes in technology is necessary to keep operations running smoothly and meet customer standards (Christodoulou and Cullinane, 2019).
Amazon, the huge online store that has totally changed the retail industry by taking advantage of new technologies, is a great example of this. With the help of modern logistics, AI, and robotics, Amazon has been at the forefront of making delivery times faster and customer service better (Apăvăloaie, 2014). Companies could lose market share and fall behind the competition if they do not make changes to fit new technologies as they come out (Shtal et al., 2018).
It is the drug business that best shows how valuable new technologies are. Pharmaceutical companies like Pfizer and Moderna were able to quickly make and spread COVID-19 vaccines with the help of cutting-edge technology (Maciel and Gamboa, 2020).
Legal Environment
Laws, rules, and frameworks make up the legal environment, which affects how businesses run (Feys, 2020). Businesses need to follow rules about health and safety, the environment, protecting customers, and working conditions to avoid fines and keep their good name (Voiculet et al., 2010). Because of the new rules, companies may need to change their policies and processes.
As an example, the EU’s General Data Protection Regulation (GDPR) had a big effect on big companies around the world (Tikkinen-Piri and Rohunen, 2018). Businesses that dealt with EU citizens’ personal information had to follow strict rules about data security, which could result in additional expenses for the business. Laws are important for businesses, and it could cost them a lot of money to break them (Christodoulou and Cullinane, 2019).
Because of how it classifies its drivers, Uber has been in a lot of legal problems all over the world. There are big differences in how Uber does business and how much it costs to run in different countries (McGaughey, 2018). In the UK, for instance, the court said that drivers are employees and should get the same benefits as employees.
Environmental Environment
Sustainability, climate change, and rules about the environment are all parts of the environmental environment (Shtal et al., 2018). Businesses need to think about these things to lower the risks they pose to the environment and meet customer standards for environmentally friendly operations (Voiculet et al., 2010). Environmental worries can have an effect on a business’s plans, activities, and creation of new products.
More strict rules on pollution have caused more people to buy electric cars (EVs). This is an example of how environmental concerns are changing the automobile industry. Companies like Tesla have found that sustainable innovation has helped their markets grow and kept customers coming back (Figenbaum and Kolbenstvedt, 2014). Traditional automakers are getting more attention from the government, and customers are losing interest if they do not quickly adopt environmentally friendly methods (Wells and Cipcigan, 2012).
The clothing industry is getting a lot of attention from environmentalists because it uses so many resources (Claudio, 2007). Companies like Patagonia that use recycled materials and make ethical manufacturing a priority have successfully built sustainable principles into their operations (Wang, 2016). This way, it not only helps the environment but also appeals to customers who care about the environment, making them more likely to buy from the company (Voiculet et al., 2010).
Conclusion
The PESTLE framework is a complete way to look at the external environment of the business world because it shows how important different environmental, social, technical, legal, and political factors are. Businesses that take the time to understand and contextualise opportunities and threats can plan more efficiently. The examples show how important it is to monitor and adjust to changing market conditions, and they demonstrate how external influences can have a significant impact on a business's operations and performance.
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