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Business environmentalists explore the political, economic, social, technological, legal, and environmental factors as broad trends that play central roles in the strategic choices a firm makes. Businesses can influence whatever happens in the business environment through decisions and actions they undertake during their operations (Hesterly and Barney, 2014). This paper identifies and explains the variables in the external environment (PESTLE) as well as the Porter’s Diamond framework how they directly affect businesses in the Welsh government. The paper uses examples to bring out such effects.
PESTLE Analysis 
 Political Analysis 

At a political level, government leaders or heads of commerce initiate government policies such as regulations and taxation to protect businesses within their borders. The Welsh government charges a value-added tax (VAT) on new vehicles driven less than 6,000 km (approximately 3,723 miles), used for less than six months. Hence, North Wales Car Company in Wales, importing used cars over six months old, would pay higher VAT. Such higher VAT would mean transferring the charges to customers who want to buy the same vehicle. Higher charges would lead to reduced demand for such cars, hence lowering the importation of such cars. On the other hand, North Wales would pay no VAT on new cars driven for less than 6,000km. Charging lower selling prices on customers would increase their demand, increasing importation. The Porter’s Diamond maintain that related and supporting industries can create advantage for firms when they nut down on costs of operations. Firms in Wales can depend on lower inflation to take advantage of low pricing.
Second, the Welsh government worked with the United Kingdom to sign the New Zealand Free Trade Agreement (FTA) on 28 February 2022 (Welsh Government, 2022). From the Welsh perspective, the country’s foreign trade negotiation created more opportunities for exporting and importing companies in the Welsh market. Horsley Park exports to New Zealand increased by 12 percent between 2020 and 2023. Making export strategies to New Zealand. Perry Car Company also recorded an increase in the export of its car and automotive parts to New Zealand by 9 percent.  
[bookmark: _Toc172154957] Economic Analysis

MarketLine (2023) outlines factors such as current and future interest rates, inflation prospects, local employment levels per capita, gross domestic product per capita, exchange rates, and growth of both local and foreign economies are essential determiners of how companies respond to their environment. For instance, through its Monetary Policy Committee (MPC), the Welsh Government has maintained higher interest rates to achieve a 2 percent inflation target. The Porter’s Diamond framework shows the country influences demand of products and services when it lowers limitations. Businesses in such environment can then export more, increase demand in the home country, and anticipate trends in future (Márkus, 2008). 
The move has helped sustain higher growth and employment levels. On 3 May 2024, the MPC voted to maintain its increase in the Bank Rates, with the current remaining at 5.25 percent (Mitchell Meredith, 2024), pushing the consumer price index to 2 percent (Figure 1). While the move threatens many businesses and investors who want to source capital from commercial banking institutions, many develop strategies to utilize retained earnings and equity to boost their investment efforts. Many businesses now enjoy lower inflation rates, allowing them to buy raw materials at lower prices (Bank of England, 2024). This also impacts positively on strategic move to adopt low-cost leadership pricing strategies. Consequently, this increases the demand for domestic products and a further increases their sales volume. Therefore, economic factors help shape choices businesses make in the overall economy. 
(Figure 1: The MPC Interest rates held, p.8)
[bookmark: _Toc172154958]Social Analysis
Managers analyse indicators such as local lifestyle trends, changes in demographics, education, income, and local religions to understand the opportunities ahead of them (MarketLine, 2023). Many now understand that these factors also significantly shape consumer attitudes and opinions on their spending. Welsh Government (2024b), the overall media income earnings for the people have increased from 18,022 recorded in 2013 to 23,804 in 2023. Porter’s Diamond framework uses first strategy, structure and rivalry to also shape domestic competition and behaviours among people. Hence, domestic retail companies like Filco Foods Company have had to adjust their pricing strategy to increase their sales revenues. The company specializes in manufacturing food products that are part of the consumer table daily. Most customers who buy from Filco Foods Company help it make numerous decisions on the quality of products and pricing strategies. For instance, the premium pricing strategy targets selling to middle-income earners.  

[bookmark: _Toc172154959]Technological Analysis

   The UK currently has strengths in effective intellectual property rights and increased spending on R&D (Figure 2 below). Future prospects include scope for new industries and government policies to encourage R&D. However, some of the current challenges include inadequate skilled personnel and regulatory control against indigenous innovations (Market Line, 2023). The UK government has been at the forefront of both R&D and innovation globally by developing legislation to protect intellectual property rights (IPR), scoring 94.6 as the most free in the world (Heritage, 2024). The largest grants go into funding IPR. It maintains a register of patents, designs, and trademarks. The country continues to enact and amend IPR in accordance with industry developments. Porter’s Diamond related and supporting industries brings out the importance of using technology to achieve innovation. Mostly highly competitive businesses are innovative. 
The UK ranks high in its quality of R&D and science and innovation. Between 2013 and 2023, the government increased its gross expenditure on R&D by 7% to GBP33.5 billion. The business expenditure in R&D accounts for 68%, with total expenditure increasing to 1.95% of GDP from 2014 to 2023. Advancements in the country have led to more than double the growth of online businesses by 27% compared to 19% in 2020 (Welsh Government, 2024c). The country has recorded a digital shopping boom expanding beyond remarkable pace in about four years. Moreover, Statista (2023) notes that the UK has the world advanced e-commerce in Europe with over 60 million e-commerce users. Out of this, the retail sector leads the way with 26.6 percent of sales. This leaves only a few non-digital buyers using the brick-and-mortar approach. Therefore, technology disruption in the country has made e-commerce a norm for shoppers nationwide. 
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Welsh ranks high in providing freedom to conduct business, effective enforcement of legislation, and low total tax rates and tax compliance costs (MarketLine, 2023). Some of the future prospects like to have positive impact on business decisions include measures to reduce tax evasion, improvements in regulations in the product market, reduction in corporate tax, as well as importance in the petroleum sector. The Welsh government notes its effort to amend laws affecting business environment with investors in mind. Consequently, this has attracted a number of domestic and foreign players to increase their investment efforts in the country. The UK scored an overall score of 68.6 and a world ranking in 30th position as freest to conduct business above Europe (67.2) and the global average (58.6) (Heritage, 2024). The country is mostly free in business, monetary freedom, trade, investment, and financial freedom (Figure 2).
(Figure 2: Economic Index Freedom, p.8)
[bookmark: _Toc172154961]Environment Analysis
Many local environmental issues that continue to affect the Welsh government include dumbing plastic waste to the rest of the world, agriculture and land use, waste, surface transport, and building (Greenpeace, 2021; Climate Change Committee, 2023) (Figure 3). Both manufacturing & power sectors contribute more than 50% to their carbon footprint (Climate Change Committee, 2023). The energy Act 2016 made significant changes with three principal objectives: handling shortcomings to investment in energy efficiency, enhancing security around energy, and allowing businesses to invest in low carbon energy supplies (UK Energy Act, 2016). The Welsh government has provided significant support to its businesses since 2003. It has offered over 700 loans for purposes of investment in energy efficiency and cost savings, whose overall mandate is to transition all businesses to a low carbon economy.
The government acknowledges that green growth forms part of its economic growth to ensure careful use of natural resource wealth. The government works with businesses to support identifying and adopting practices and approaches for green growth (Welsh Government, 2024d). Many businesses in North and South Wales have tapped into government assistance to practice net zero by 2030 and beyond. Businesses have managed to reduce emotions in Wales by an average of 29 percent compared to 1990 degree over the First Carbon Budget for the period covering 2016. The government now targets businesses to reduce emissions by 23%. 
(Figure 3: Historical emissions, p.8)
[bookmark: _Toc172154962]Conclusion
Business environmental factors shape the performance of many organisations. In understanding the threats and opportunities that firms face, we must begin by analysing the general environment where firms operate. Despite lack of control on the part of management on general environment, analysis can assist strategic managers in developing a better vision of the future business landscape and how the firms can create strategic choices that allow them to develop economic and customer value. Political, economic, environmental, technology and legal factors play a central role in shaping strategic choices for business in the UK and Wales markets. Governments, whether local or national, make policies that shape important macroeconomic variables where organisations operate. In effect, such policies end up shaping the rest of the factors, such as economic indicators, trade agreements and regulations in a market. 











Figure 1: The MPC held interest rates at 5.25% to help inflation return to 2% target
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Figure 3: Historical emissions by sector in Wales[image: A graph of different colored lines
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