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1. [bookmark: _Toc108695259][bookmark: _Toc108701632][bookmark: _Toc108701881][bookmark: _Toc108703118][bookmark: _Toc108703290][bookmark: _Toc108704740][bookmark: _Toc108726764][bookmark: _Toc108726839]Introduction
[bookmark: _Hlk108024304]The business environment affects companies in numerous positive and negative ways, and as the global market is highly dynamic today, an organisation must be prepared to face a variety of challenges posed by the ever-changing environment. The global business environment is made up of economic, social, and political factors that require businesses to be adaptable because such changes present challenges to a company's various operations (Radim, 2021). The dimensions of the business environment are determined mainly by the characteristics of society: cultural heritage, social characteristics, distinct economic activities, political arrangements, one or more legal frameworks, and technological capabilities.  These dimensions do not cease at national boundaries, as globalisation has progressed, they have multiplied (Morrison, 2020, p. 22).
Therefore, business decision-makers must devote more time to analysing their businesses to survive in their industry. However, many decision-makers fail to properly understand or analyse the business environment, and as a result, they make incorrect decisions about their businesses which leads to a decrease in companies' profits and slow or inexistent business growth (Thilakasiri, 2018).
Thus, the purpose of this report is to discuss strategic analysis tools that managers can use to effectively analyse their business environment: the PESTEL framework and Porter’s Five Forces. This report will present Boots UK within these two frameworks by demonstrating the impact of the business environment in which it operates.
2. [bookmark: _Toc108701633][bookmark: _Toc108701882][bookmark: _Toc108703119][bookmark: _Toc108703291][bookmark: _Toc108704741][bookmark: _Toc108726765][bookmark: _Toc108726840]Overview of the Company
Boots is the country’s leading health and beauty retailer, as well as a pharmaceutical chain with a global presence in countries like UK, Thailand, and the Republic of Ireland, Boots Opticians, Benavides in Mexico and Ahumada in Chile, additionally, there are Boots franchise operations in the Middle East and Indonesia. Boots has 4,031 retail stores, positioned in convenient locations as about 86 per cent of the UK population lives within 10 minutes of a Boots store, the business is growing its online presence as well. (Walgreens Boots Alliance, 2022).
3. [bookmark: _Toc108695260][bookmark: _Toc108701634][bookmark: _Toc108701883][bookmark: _Toc108703120][bookmark: _Toc108703292][bookmark: _Toc108704742][bookmark: _Toc108726766][bookmark: _Toc108726841]Discussion
[bookmark: _Toc108703121][bookmark: _Toc108703293][bookmark: _Toc108704743][bookmark: _Toc108695261][bookmark: _Toc108701635][bookmark: _Toc108701884][bookmark: _Toc108726767][bookmark: _Toc108726842]PESTEL Analysis 
[bookmark: _Hlk108198475]PESTEL analysis is a strategic framework that is commonly used to evaluate a company's business environment. The framework was known as a PEST analysis, which stood for Political, Economic, Social, and Technological factors; however, recently, the framework was expanded to include Environmental and Legal factors. Management teams and boards use the framework in strategic and enterprise risk management planning (Peterdy, 2022).
First, the political factors will be discussed which cover all the political aspects that can have an impact on the company, such as government policy, in terms of business, this may include bureaucracy, grants, future elections, tax, trade, and environmental policies (Reding, 2021).
Global political factors include political stability, type of government, for example democratic, authoritarian, and freedom levels (freedom of expression and association), assistance to foreign investors, transparency in political decision making, and corruption levels. Domestic and foreign businesses are looking for a stable political environment, and countries with political stability see an increase in foreign investments and vice versa. Political risks arise in any system, and businesses consider them when making investment decisions (Morrison, 2020, p. 23). Another example is that people can have less disposable money if the government decides to raise the income tax rate. Less money available for spending equals less available to purchase goods and services from businesses (BBC, 2022).
Boots, like many other businesses in the UK, are highly affected by Brexit. Some economists state that leaving the EU will allow the UK to adopt new regulations that will suit the country’s needs and boost the economy. Another advantage for Boots is that they could hire more qualified workers that are required now, for instance, pharmacists. It is due to the government changing the immigration rules by attracting skilled people. However, they could be short of unqualified employees for their warehouses, as well as drivers that may cause problems for their operation and logistics departments. The cost of importing medication and cosmetics from EU countries will be increased by the introduction of taxes and delays in ports caused by more paperwork to fill. 
[bookmark: _Hlk108704292]The global political environment is controlled by organisations that were established to assist in setting and maintaining rules, including international organisations that set labour standards internationally (ILO), trade organisation (WTO) that establishes trade rules between countries, United Nations (UN) and NATO to maintain peace and security among the nations (Module UWTSD ac.UK. week 2, 2022).
[bookmark: _Hlk108202453]The global economic environment reflects increasing globalisation, as well as diversity among national economies. The world's countries vary in size, geography, population, climate, and natural resources. These differences have a direct impact on the economy. For instance, trade is more likely to thrive in a coastal state than in a landlocked one. Natural resource-rich states, such as those rich in minerals and oil, have built national economies around these natural resources. Businesses are influenced by these economic factors including the level of economic development, GDP, rate of inflation, wage and employability levels, the strength of currency and rates of taxation (Morrison, 2020, p. 22). There are economic powers and global financial institutions such as G-6, G-7, G-8, G-20, and the Organisation of European Economic Cooperation (OECD) that are established to solve economic-related problems (Module UWTSD ac. UK. week 3, 2022). 
Boots’ profits like all other businesses are highly influenced by the GDP. GDP stands for Gross Domestic Product; it is an economic concept that measures a country’s economy. It is measured quarterly by the Office for National Statistics by collecting data from numerous UK companies by adding up everyone’s income, total expenditure and the total value of goods and services produced. Therefore, when GDP increases people spend more money and businesses proper (Bank of England, 2019).
According to the National Office of Statistics (2022), the level of quarterly GDP in Quarter 1 2022 is now 0.7% above its pre-coronavirus level (Quarter 4 (Oct to Dec) 2019). This data demonstrates that people spend more money on goods and services which is beneficial for businesses and the economy in general. 
Wage and employability level is another economic factor that has a significant influence on the business, as if the employability rate and wages are low, the population does not have the purchasing power. However, Boots UK sells pharmaceuticals products which are necessary for people, thus they must buy them. Other products like cosmetics, clothing and accessories would be affected by that. As a result, Boots UK will be influenced by that economic factor, but the profits won’t decrease dramatically like for the companies that sell clothing such as Asos, Marks and Spencer’s and others.
Social factors refer to changes in how stakeholders view life and leisure, which can have an impact on the profitability of the business. Demographics, trends in lifestyle, consumer perceptions, attitude towards working conditions, language, culture, and migration are all social factors (Peterdy, 2022).
Considering how trends toward healthier and more active lifestyles evolved companies to prosper need to adapt to these major changes. For instance, Boots can improve and change the ingredients in food and cosmetic products and find “cleaner” alternatives as well as change their packaging and marketing strategies. The healthy lifestyle trend includes taking a variety of supplements, which is beneficial for Boots UK as they sell a high variety of them in their retail chain.  
Demographics influence business in many ways. For instance, nowadays life expectancy continues to rise across the globe, and as a pharmacy Boots, will have a high number of clients buying their medications because elderly people usually need more medicine than young ones. As well fertility slightly raised which means an increase in sales of baby products. However, Boots could see a decrease in sales of cosmetic products, as they are usually used by the younger population segment. 
[bookmark: _Hlk108204510]Technological factors include advancements that can affect everything from production methods to the product itself (Eglese, 2014). It implies to what level the country promotes the practical usage of applied scientific knowledge. The main technological factors are how much the government spends on research and development, patent protection energy availability and its prices, infrastructure, innovation system and availability of a skilled workforce (Morrison, 2020, p. 22).
Patent protection is an Intellectual Property, and it is demanded by the business as the technology evolves, it protects their new products and inventions. Failing to do that affects the business’s profitability. For instance, if Boots UK decides to expand and opens new shops in China where the government do not legally protect Intellectual Property, the products could be easily copied and sold at lower prices. This would have a major impact on the sales and as a result on the profitability of the company. Copied substitutes could be better for consumers as there is a possibility to buy a product at lower prices, but it is a major disadvantage for businesses and the economy in general.
Infrastructure is another important factor in the global business environment as it facilitates the movement of goods and services. Without developed transport links, customers would not be able to buy the products they need when they need them. As the company could face a shortage of supplies or even if they are available the products could not be distributed on time across the country to fill the shelves of the stores. 
Businesses are becoming more aware of the environmental impacts of their operations in various locations, as well as their effects on climate change and it is considered when creating corporate strategies. Environmental factors include environmental protection strategies, climate change impacts, pollution, and recycling technology (Morrison, 2020, p. 22).
Boots, like most companies, started taking important steps in reducing the negative influence on the environment. For instance, by the end of the year, Boots has promised to remove all wet wipes made of plastic fibres from its shelves and substitute them with plant-based, biodegradable alternatives. This environmental protection measure is an effort to reduce plastic and become a more sustainable retailer which is highly appreciated by the customers and makes them use the product without affecting the planet (Boots, 2021a). If Boots had not done that, consumers that became more environmentally conscious would have chosen another product which is more “planet-friendly”. 
As well as Boots introduced a new scheme “Recycle at Boots” that encourages customers to bring back empty hard-to-recycle products and be rewarded with 250 Boots Advantage Card Points for every five products deposited, it is worth £2.50 and can be used online and in-store. Customers gave positive feedback and recycled half a million empties since the scheme started (Boots, 2022b). This type of strategy is beneficial for both, businesses, and consumers, as the first gets the profit without polluting the planet.
Every nation has one or more legal systems that are supported by the power of the state. This topic focuses on how laws are created and how they are applied. Legal factors include rule of law, independent judicial system, law clarity, recognition of international law and human rights. In any country, businesses seek laws that are clear and predictable, with fair, impartial administration and enforcement. These traits demonstrate the presence of the rule of law in a nation and attract new businesses and investments. On the other hand, unpredictable laws would discourage businesses to expand or even invest in that country.  Legal factors could as well increase costs for the companies, as spending on research and development could be increased as the pharmaceutical market has strict legal procedures, for example when formulating a new medication. 
[bookmark: _Toc108703294][bookmark: _Toc108704744][bookmark: _Toc108726768][bookmark: _Toc108726843]Porter’s Five Forces
[bookmark: _Hlk108538273]Michael Porter is a prominent figure on strategy and competitiveness and the Bishop Lawrence University Professor at Harvard Business School. Porter explained that a strategist's role is to comprehend and manage the competition. However, managers frequently consider only their direct competitors and overlook customers, suppliers, potential entrants, and substitute products. When these factors are strong, hardly any business generates returns on investment in the long run. Therefore, Porter established the forces that shape competition, this framework is called Porter's 5 Forces and it is a tool used to analyse the competitive environment and make strategic decisions. The first force is potential entry barriers for new competitors (Eskildson, 2010). When a new company can easily enter the industry, it means that the level of competition is high (Investopedia, 2019). For instance, opening a restaurant is relatively straightforward as it could be opened without having high capital, thus the competition on the market is high. However, the pharmaceutical market is highly regulated, and Boots is not very much affected by the threat of new entries. 
Supplier power is another force that has to be considered as bargaining by suppliers could cause deficiency. Competition for resources and raw material becomes high, thus costs are increased, and profits decreased. For instance, with Brexit, it becomes more difficult for supermarkets to source fruits and vegetables, and this led to increased prices on those products.
Consumer power allows them to bargain, and it affects the profits negatively. (Investopedia, 2019). An example of that is that stores such as Home Bargains, and B&M can sell the same medication (Paracetamol, Ibuprofen, Saline water) that Boots sells without prescription at a lower price. And obviously, if consumers know that they will tend to buy them at lower prices if they can access those shops. However, Boots as mentioned before positions its stores in convenient locations which is an advantage for the business and makes them accessible to the customers.
Competitive rivalry is another force, when there are many competitors around the same size, and they are from the same industry the competition is high. Asda, Tesco, and Sainsbury’s have entered the health and beauty market and became competitors of Boots in addition to Superdrug. Therefore, Boots decided to adjust the prices as increased competition increased the bargaining power of the consumers (Hammad, 2015). This strategy helps Boots to keep its customers and profits.
Substitute products are another force that could threaten the business. If the company provide a service or creates a product that can be substituted, it is considered a threat to the business, as they need to adjust the price to their competitors’ prices, and it can cause a decrease in profits. However, if those cannot be substituted, the business can increase the prices of their goods, which boosts the profits. For instance, Sainsbury’s started price matching some of their products to Aldi’s prices. In such a way they could gain more market share but cannot increase the prices (Investopedia, 2019).
4. [bookmark: _Toc108695262][bookmark: _Toc108701636][bookmark: _Toc108701885][bookmark: _Toc108703122][bookmark: _Toc108703295][bookmark: _Toc108704745][bookmark: _Toc108726769][bookmark: _Toc108726844]Conclusion
This paper highlighted how many positive and negative factors influence businesses and demonstrated that it is essential to scan the environment before strategizing. As the global environment is highly dynamic and challenging, and numerous factors can affect businesses, decision-makers have to be aware of that and use frameworks to analyse the environment, this will increase profitability and assist in successful capital investment. Another important issue for the companies is to understand and manage the competition when taking strategic decisions, and not underestimate suppliers, customers, new entrants, and substitutes. Considering these businesses will generate a return of investments not in the short run only. 
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