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Introduction
Businesses in today’s context are influenced by many variables or factors which can be both internal and external. To understand these factors and analyse their impact on business performance various marketing assessment frameworks are used (Morrison, 2017). One of the most useful frameworks to identify these variables in the external market environment is PESTLE analysis (Eierle et al., 2022). The PESTLE framework defines six external factors: political, economic, social, technological, legal and environmental. These factors are important as they directly or indirectly have an impact on business strategy and decision-making. In this essay, the PESTLE analysis will be done to understand the major forces shaping the global business environment.

Main Discussions

Political- Political factors refer to the government rules and regulations, taxation policies, and political ideologies of a region under which a business operates. Government regulations in the form of fiscal policy can make changes in taxation, subsidies and interest rates. For instance, the UK government changed its corporate tax system three times in a row which increased corporation tax from 19% to 25% (GOV.UK, 2024). Thus, businesses had to cut their cost of production as a significant portion of their profits goes into paying taxes and a meagre amount is left for further reinvestment. Any changes in foreign policy also affect the business in terms of additional trade tariffs and barriers as well as loss of employees. For instance, Brexit has altered the ways of conducting business as the terms and conditions of trade with the European Union changed abruptly with new trade restrictions and tariffs on British exports (Feldmann and Morgan, 2021). The retail giant TESCO faced disruptions in supply to Northern Ireland due to Brexit-related laws which created delays in the movement of goods across borders. The company suffered a loss in ready-made food products as well as processed meat due to a long overhaul period which ultimately put the company at a loss.




Economical- Economical factors refer to the economic conditions that exist within a region like inflation, demand supply, price elasticity, exchange rate and so on. Inflationary pressures increase the price of raw materials which increases the cost of production for businesses (Hakim et al.,2023). On the other hand, it reduces the spending power of consumers which decreases the demand for goods which can have a negative impact on company profits. For instance, in the year 2022, the inflation rate in the UK rose to 11 per cent which caused disruptions in business operations across sectors due to a rise in energy prices as well as raw materials (Statista,2022). Virgin Atlantics is a British airline that saw a plummeting demand in bookings due to low disposable income as well as high rates of flight tickets. Inflationary pressure resulted in a rise in the price of aviation fuel due to which the company had to increase airfare to balance profits. Exchange rate fluctuations also cause the depreciation or appreciation of currency value (Reuters,2023). For instance, a sudden change in the exchange rate of pounds affected Tesco’s import of raw materials from around the world. The exports also got affected due to an appreciation of the pound which made their exported goods costlier. 


Social- Social factors refer to everything that goes on in society such as changing customer preferences, religious and cultural factors, lifestyle, health consciousness and so on. Customer behaviour and preferences play a major role in determining the success of a business in the form of increasing sales and demand (Worthington,2014). If a business is not able to satisfy customer needs and modify their products based on customer preferences it is most likely that the consumer base will divert to another alternative source. For instance, 85 % of people in the UK want to purchase goods online which means that businesses who have a good online presence have a chance to earn more profits (Retail Technology Review,2019). For instance, Primark's leading retail store in the UK  faced loss during the COVID-19 pandemic due to the absence of an e-commerce platform (Forbes,2021). Covid-19 also affected busines structure as employees switched to work from home. This led to miscommunication and lack of coordination as employees felt demotivaated. This slowed down business operations and caused delay in project completion and productivity. Similarly, schooling went online leading to more dropouts and low performance. However, Tesco has a good online strategy which enables smooth online shopping for its customers. During the COVID-19 pandemic, the store saw a 13% rise in online sales which shows how addressing social factors boosts business profit. A business that is able to adapt to changing social sentiments and design its marketing strategy as per social demands will be successful in achieving growth and profits in the long run.

Technological- technological factors refer to the use of new production technologies, e-commerce technologies, advanced software, Artificial Intelligence, big data and so on. In the age of digitisation, businesses that adopt world-class technology have a better position in expanding their product visibility and attracting more customers. Technology also enables a business to automate routine tasks and allows employees to focus on more creative areas (Setiawati et al.,2022). For instance, Tesco is using disruptive technologies like big data, cloud computing and big data to conduct its operations. The company spends around 1 billion annually to operate its ICT and spends the rest on acquiring new software. However, small and medium enterprises in the UK face performance issues due to a lack of technology. According to the British Chamber of Commerce (2022), one in five SMEs commented that lack of technology is a major factor in their low business performance. One of the best examples of AI adoption is the pharmaceutical company AstraZeneca which uses data analytics to discover and experiment with new medicines and deliver medical solutions to its patients in a timely manner. Therefore, technological factors determine how a business will compete in the market and innovate better products for its customers. The example of Primark shows how a lacklustre attitude in the adoption of digital technology can result in loss of customers and revenue. 

Legal- Legal factors refer to the various laws set by a country’s government like business laws, environmental laws, safety and health guidelines, and international laws which affect the way a business conducts its operations. For instance, in the Company Law 2006, the UK increased the corporation tax from 19% to 25% which had a major impact on companies in terms of tax obligation and diversion of revenue towards tax payment (Cheffins and Reddy,2022). For example, AstraZeneca has to compete with the Medicine and Healthcare Products Regulatory Agency, UK before starting manufacturing and distributing its medicines. These regulations impact the organisation in terms of setting boundaries and restricting them from trying new formulations. Environmental laws also restrict the functional capacity of businesses in regards to additional compliances while performing business operations. For instance, the UK Packaging Waste Regulations,2023 binds Tesco to package its products with compostable and biodegradable materials and take up the responsibility to reduce the environmental impact caused by the use of plastic waste (Burgess et al.,2021). The fashion company Shein, UK breached company law by not disclosing its ownership structure. This damaged the reputation of the company which points to the importance of legal factors in conducting business operations. Similarly Starbucks violated legal norms and faced lawsuit due to the allegation that they procured raw coffee beans by violating workers rights. This raised the question of ethical sourcing and points to the importance of adhering to legal regulations while doing business. 


Environmental- Environmental factors refer to various environmental issues like global warming, resource depletion, biodiversity loss and so on which affect the way a business performs its operations. For instance, half of the businesses in the UK are impacted by climate change. Research by Gallagher noted that around 15% of businesses moved their operations due to climate change and others were forced to make changes in their business model (Gallagher et al, 2020). In the UK, the Environment Act 2021, sets targets for businesses to achieve sustainability in 4 areas: biodiversity, air quality, water and waste management. These regulations also impact a business as they increase the cost of the operation as it has to invest in research and development of new and environment-friendly production methods. For instance, Tesco has faced disruptions in its supply chain due to the heatwaves in the year 2022 which saw a wilting and damage of crops (Reuters,2023). The danger of flood in the UK also poses challenges to businesses by disrupting the supply chain and also availability of raw materials. According to a source (GOV UK, 2024), 185,000 business enterprises lie in flood-risk areas around England and Wales. However, by taking proper environmental measures a business can reduce environment-related risks. For instance, Waitrose, a retail business in the UK has the best sustainability score of 77 and runs ahead in the environment-friendly business category. They have stopped using fossil fuel in their supply chain and have pledged to turn their heavy vehicles into low-carbon run biomethane engines by the year 2028. 


Conclusion
In conclusion, it can be said that a business can function properly if it considers the various factors that impact its day-to-day operations. From the PESTLE analysis conducted above it was seen that political factors affect business such as the issue of Brexit and its related regulations. Social factors also affect business such as changing customer needs. Here, it was seen how COVID 19 transformed business processes from offline to online. It was also seen how environmental factors impact a business such as issues of global warming and sustainability. A business that is environment friendly attracts more customers and vice versa. Abiding by legal rules and regulations also affect business. The example of Starbucks showed how unethical practices can jeopardize a brand. Technological factors are an imprrant aspect for business as a business which adopts technology stay ahead in the race. 
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