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PESTEL analysis

Introduction:
This paper seeks to highlight the various external factors that an organization ought to consider in a world that is characterized by heightened interconnectivity and global competition. The most common of these tools is the PESTLE analysis that looks at the Political, Economic, Social, Technological, Legal and Environmental factors prevalent in the organisation operating environment (Yüksel, 2012). This framework assists firms to be aware of the dynamics of the operating environment with an added that involves an evaluation of the challenges or opportunities that may emanate from the environment.
These external factors have to be clearly understood and analysed so that businesses should be able to cope up with these changes and be able to come up with an apt strategy that will make them withstand the competition. For example, changes in factors like inflation or exchange rates, are likely to influence directly the profitability of a business as well as decisions (Gupta, 2013). Likewise, using innovation communication technology may bring innovation opportunities that are diseased with risks if companies do not respond positively at the right time (Rastogi and Trivedi, 2016).
In this essay, the intention is to expand on each of the factors in the PESTLE model and explain how each influences businesses on the same directly. This will be illustrated by examples and make clear that the systematic conduct of environment analysis is an important prerequisite for strategic guidance as well as for business viability in the long term.
Political factors:
Political environment comprises of government involvement or support, political regulations that affect the business operations. Where political culture is relative and dynamic, political factors work as both opportunities and threats . For example, there is information on the following business factors that might influence business operations: government policies, including taxes, trade barriers, or labour relations. In general, political stability creates a favorable environment for business expansion and investment, while respect generates business risk and instability (Hill et al., 2017).
One of the best examples of the implications of political factors can be observed in the Brexit referendum which unsettled the numerous companies in the UK and the European Union. This obviously presented firms with challenges in aspects relating to trade agreements, tariffs, and regulatory work, which interfered with the supply chains and tended to trigger higher expenses (Dhingra et al. , 2017). In the same respect, the US-China trade war, which saw both countries place tariffs or taxes on several billions of dollars worth of commodities have affected companies operating in diverse sectors to switch tact on their supply and marketing approaches (Bown, 2019).
Economic Environment:
Economic factors are among the most important factors impacting business operations as they determine such factors as price as well as the total demand. Inflation plus interest rates and economic growth, either positively or negative impact on the profitability of the business, and viability. Inflation for instance reduces purchasing power and can result in additional costs to factors of production such as raw materials and labour which organizations tend to transfer to consumers in the form of price charges. This in turn limits spending by consumers, and may cut sales and profitability to the extent that many companies may struggle to survive if they cannot move to a model which will support the higher overheads (Sloman et al. , 2016).
Another factor of the economy is the rate of interest paid on the borrowed fund. Automobile and house purchases are sensitive to changes in the cost of borrowing since this affects consumers’ disposable income, thus higher interest rates lower the rate of expansion of businesses since consumers will not be able to buy such items. On the other hand, situations where interest rates are lowered have more positives because this will help the economy to borrow at cheaper rates hence the boost in the spending spree by consumers and investment by firms (Mankiw, 2016). For instance, during the financial crisis in the year 2008, most organizations received both higher cost pressures and lower revenues and many organizations closed down and filed for bankruptcy.
Social environment:
The social environment includes the cultural factors, population growth, and social trends that affect consumers and in turn organizations. Social factors are that are important to business as they influence the level of demand in the market, the products to be marketed and the methods through which a product is marketed. For instance there has been a change in population characteristics such as ageing which is prevalent in many developed countries and this has caused organisations to direction their products and services towards the elderly. This shift has been more visible in such sectors as healthcare there is growing concern for products and services that target elderly people (Kotler and Keller, 2016).

Another feature, which is critical to explain the state of affairs in business, is cultural imperatives and role models. For instance, the increased pressure on people to consume products that are friendly to the environment has forced many organizations to embrace environmental conservation. It has brought about establishment of new firms dealing with environmentally friendly goods and services, and forced firms producing unfair merchandise to change their image or alter the contents of their products. One good example is the fashion industry and textile industries where companies that do not embrace sustainability as a model are likely to lose business to those embracing the model (Solomon, 2018).
Technological Environment:
Technological factors and innovation are among the most significant and fast-changing forces that shape the business environment. Technological advances bring growth and expansion opportunities on the other extreme organizations find these advances as a major challenge to contend with. For instance, in today’s society, the distribution channels have been affected mainly by digital technologies, for instance, the retail, and media industries among others whereby many companies are able to have their products accessed globally through online and e-commerce platforms. Some of the firms that have adopted these technologies are Amazon, Netflix and others that have benefited by improving customer experience and deploying technologies decisively (Brynjolfsson and McAfee, 2014).

However, organizations that do not change with the growing technology end up being on the receiving end of it. For example, store-based retailers who have failed to implement the internet commerce capabilities have lagged behind e-tailers. Some examples include Blockbuster that was displaced by digital technologies because of its inability to embrace the new wave of change (Christensen et al. , 2016). The capacity to innovate or transform itself in response to new technologies is therefore these crucial for businesses that wish to ensure its continued competitiveness within a fast-changing environment.
Legal Environment:
Legal factors refer to the legal systems that exist and the legal structures within which firms and organizations have to operate. This category comprises of; employment and immigration law, health and safety regulations, consumer rights laws, and environment laws. These laws are obligatory to be implemented, and if not followed they can lead to severe consequences, legal suits, or even loss of business reputation. For instance, organisations in the pharmaceutical sector are closely controlled and various rules and regulations govern the approval of new drugs and how they are advertised, among others. One of the most striking examples is Johnson & Johnson, which suffered several lawsuits regarding its talcum powder products and which amounts to billions of dollars (Harris, 2020).

EnvironmentalFactors:
Environmental factors include the natural and environmental components that influence the operations of businesses including climate change, sustainability, and environmental policies. Businesses have a responsibility to embrace environmental conservation through cutting down their emission of pollutants in accordance with the law and customer preferences for products from environmentally conscious enterprises. For instance, the automotive industry has undergone great changes as more manufacturers turn to the production of electric vehicle due to environmentally friendly considerations and set standards of emission. Tesla has excelled in this environment by posturing its company as a pioneer in sustainable technology while traditional automakers had to reckon their positions fast (Sarkis, 2017).
Conclusion:
The PESTLE model which includes political, economical, social, technical, legal and environmental elements of environment analysis is specifically looks at the macro environment in a broader way in contrast to micro environment analysis. Any of these elements can impact on business decisions and the interaction between them, and these elements, effectively dictate the success or failure of organisations in international business. For instance, advancement in technology brings new opportunities for innovations, it also brings problems to organizations that are unable to embrace such changes. In the same vein, it is possible to refer to such factors as legal changes and environmental regulations: it increases costs if a company fails to respond to them, or creates new opportunities for proactive companies. Indeed, the social factors, including the changing attitudes to sustainability or environment, prompt organizations to reconsider their offerings. With the help of PESTLE analysis performed on a constant basis, the different changes within the external environment of a given company can be partly prevented or, at worst, foreseen and, thus, a possible threat may turn into an opportunity and vice versa. So, the long-term success is guaranteed. Thus, the consideration of PESTLE factors is not just for mere existence in the dynamic and competitive environment but actually for growth and prosperity.
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