
1 

 

 

 

 

 

 

 

 

GLOBAL BUSINESS ENVIRONMENT 

COMPONENT 1: COURSEWORK: ESSAY 

(LCBB4010)  



2 

Table of Contents 

Introduction ................................................................................................................................ 3 

Main Body ................................................................................................................................. 4 

Conclusion ................................................................................................................................. 8 

Reference list ............................................................................................................................. 9 

 

 

  



3 

Introduction 

A strategic tool for examining external complications impacting organisations is the PESTLE 

structure (Political, Economic, Social, Technological, Legal, plus Environmental). Businesses 

must determine these elements in order to forecast difficulties and take opportunities to benefit 

in an evolving environment. Researchers will demonstrate each PESTLE category's variables 

in this essay and offer pertinent examples to demonstrate how they directly impact 

organisations. 
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Main Body 

PESTLE Analysis: Essential Factors and How They Impact Companies 

A useful macro environmental elements comprehension tool influencing firms is the PESTLE 

structure. The Political, Financial, Social, Technological, Legal, and Environmental 

components all contain essential factors that can impact how businesses operate and what 

tactics are chosen. Here, researchers analyse these factors in detail and offer pertinent examples 

to illustrate any possible impacts. 

Political Elements 

The government involvement level in the economy is one of the essential political variables. 

This demonstrates labour rules, trade limitations, tax regulations, political stability, and 

government policies. Organisations need to administer these elements to make sure they are 

compliant and take advantage of any developments. 

Government regulations can have an influence on market dynamics as well as corporate 

profitability (Eierle et al. 2022). These regulations include those pertaining towards taxes, trade 

tariffs, environmental regulations, and subsidies. As an example, a government might offer 

incentives to organisations that utilise eco-friendly energy. 

Political Stability: Investment plus organisational confidence is developed by a stable political 

atmosphere. On the other hand, political turmoil may bring about hazard and uncertainty. As 

an example, Brexit significantly enhanced companies' uncertainty in terms of doing business 

in the EU and the UK that has an influence on trade and investment options. 

Regulatory Shifts: Rules and regulations modification may have an impact on how businesses 

operate. Businesses had to restructure their data protection methods after the EU passed the 

GDPR that had an impact on operations and compliance costs. 

Economic Aspects 

The economical state as a whole impacts consumer purchasing power and corporate costs, 

among other elements. 

Inflation: Huge inflation can boost companies’ expenditures and reduce consuming power. As 

an example, businesses may require to raise prices in times of high inflation time that may 

reduce consumer demand. 

Interest Rates: Interest rates shifting can have an influence on the lending money and 

investment options expenditures (Vivek 2022). Low interest rates minimise the borrowing rates 

that motivates companies to make investments and boost. On the other hand, high rates can be 

responsible for discouraging investment. 
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Economic Enhancement: The economic strength is elaborated via economic boost rates. In the 

time of a recession can reduce consumer spending along with corporate revenues, huge growth 

can boost the goods and services demand. 

Currency Rates: Organisations focused on international trade engagement may be influenced 

by currency rates fluctuations. Competitiveness may be affected by an effective home currency 

that may enhance the exports expenses while reducing the imports costs. 

Social Factors: These integrate things like cultural regulations, demography, and customer 

behaviour that can influence how businesses operate and how their customers behave. 

Market demand can be influenced via the population's size, age distribution, along with cultural 

variety shifts. An ageing population, can result in a rise in the healthcare goods and services 

demand. 

Cultural Trends: Cultural beliefs and attitudes modifications may have a consumer options 

influence. Eco-friendly tactics and goods have been integrated by businesses as an outcome of 

the rising trend towards sustainability. 

Health Awareness: Advancing health issues consumer awareness may stimulate services and 

goods demands that encourage good health. This tendency is best shown via the organic food 

and fitness businesses growth. 

Technological Aspects 

Innovations along with technical advancements that have the power to upend established 

markets or develop new ones are referred to as the technological elements. 

Innovation: New goods, and business models can be derived from technological developments. 

As an example, e-commerce growth has evolved retail via offering new sales avenues (Çitilci 

and Akbalık 2020). 

Automation: In the time of AI and automation advancement can save money and enhance 

productivity, they also have the power to eliminate jobs. Organisations must weigh effective 

advantages against any societal repercussions. 

Online Transformation: Businesses must invest in virtual infrastructure and capabilities due to 

the enhancing digital technology significance. Businesses that do not change run the issue of 

losing their competitive advantage. 
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Legal Aspects 

The set of regulations and legislation that organisations must follow is referred to as the legal 

element. 

Regulatory Compliance: Maintaining oneself up to date on norms and regulations is important 

to avoiding fines and maintaining one's good name. As an example, manufacturing costs and 

procedures may be influenced via strict environmental needs. 

Intellectual Property: In order to promote creativity and competitive edge preservation, 

intellectual property rights must be secured. Effective IP strategies are important for businesses 

to secure their brands and ideas. 

Employment Regulations: Labour laws have an influence on staff rights, workplace safety, and 

recruiting procedures. Labour standards or minimum wage evolves may have an influence on 

the business’s expenses and operations. 

Environmental Components 

Environmental elements take into account the ecological system along with environmental 

elements that have the ability to impact consumer options and corporate operations. 

Climate Change: Companies required to consider how the evolving climate may influence their 

supply chains and operations. Extreme weather can influence logistics as well as production. 

Sustainability: Organisations must execute eco-friendly tactics as a result of enhancing 

consumer and government attention to sustainability. Companies that develop sustainable 

creativity, such as Tesla, have enhanced. 

Setting the Scene for How Inflation Affects Businesses 

The influence of inflation on prices, product demand, and sales have a major impact on 

corporate operations. As an example, organisations frequently enhance prices to maintain profit 

margins as inflation rates rise. On the other hand, enhanced costs may result in reducing 

customer purchasing power that reduces demand and sales. 

Sales and Consumer Behaviour Impacts 

Product and services costs are usually enhanced in response to inflation. A $100 service would 

now be borrowed at$105, if inflation enhanced by 5%. Customers might decide to borrow less 

or move to less expensive services as a result of this rise that minimises consumer demand. 

Research found that a 1% boost in inflation might cause actual consumer expenses to fall by 

0.5%. 

Impact on Expenses for Businesses 

The organisation's cost structure is also influenced by inflation. If a company's raw resources 

cost $10,000 per year and the inflation rate can be considered as 3%, the new expense would 
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be $10,300. If the organisation cannot charge consumers more to cover these costs, the input 

costs enhancement may integrate pressure on net profit margins (Meyer et al. 2022). In order 

to tackle rising expenditures, businesses with strong inflation expectations typically enhance 

their prices, seek more investment, cut off employment and capital costs, and so on. 

Effect on Investment and Employment 

While businesses decide to reduce staff and postpone capital finances in response to enhanced 

inflation forecasts. For example, organisations anticipating strong inflation in Italy eliminate 

employment in around 2%, with temporary plus blue-collar workers facing the big losses 

(Coibion et al. 2020). 

Finance and Credit 

The organisation's investment plans can also be influenced by inflation. Businesses may utilise 

credit more frequently in response to enhancing inflation in order to offset enhanced operating 

costs. Concerns about future funding are reflected in the same report (Leijonhufvud 2019). 

Regarding inflationary pressures, an organisation with a $1 million credit line may decide to 

utilise it 10% more that would result in enhanced interest costs (Coibion et al. 2020). 

Long-Term Consequences 

Inflation's long-term results may enforce corporate strategy adjustments. Businesses may focus 

more on cost control and effectiveness enhancements in an effort to offset the inflation adverse 

impacts. Businesses may also finance money on automation as well as technology to save the 

labour expenses that are especially essential in high inflation periods. Many organisations have 

been severely impacted by inflation that has resulted in sales reduction and even organisation 

closures. One popular example is the demise of the huge British store Debenhams. The UK had 

a substantial increase in inflation in the COVID-19 pandemic, with rates enhancing at 2.5% in 

June 2021 in comparison with 0.5% in September 2020 (Nersisyan and Wray 2022). 

Debenhams's profit ratio was affected by increased operating costs, such as rent, electricity, 

plus labour, which were a result of the inflationary enhancement. Debenhams thus faced a sales 

decline as buyers' spending power shrank plus the non-essential items market contracted. In 

the end, these investment strains led to every one's store’s closure that meant almost 12,000 

jobs were eliminated (Nersisyan and Wray 2022). This case serves as an example of how 

organisations can be negatively influenced by inflationary pressures that can have serious 

financial and societal ramifications. 
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Conclusion 

The PESTLE structure offers a detailed examination of the external variables influencing how 

businesses operate. Government regulations and political stability, as an example, may have a 

huge influence on organisation confidence and regulatory compliance. Buyer spending and 

operating costs are influenced by financial factors such as interest rates and inflation. Consumer 

tastes are impacted by social variables, such as population cultural trends and evolving. 

Creativity and efficiency are run by technological advancements. Sustainable practices are 

needed for environmental reasons including climate change, as well as legal considerations 

ensure regulatory compliance. Businesses may efficiently handle external constraints and use 

development opportunities and resilience via having a solid awareness of these elements. 
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