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Introduction
There are numerous factors that define the global business environment, which in turn affect the performance of any business. Each of these factors can be effectively broken down with the help of PESTLE analysis that focuses on the Political, Economic, Social, Technological, Legal and Environmental factors influencing the business environment. It is crucial for businesses to comprehend such factors in order to overcome difficulties and seize opportunities in the course of globalization. This paper seeks to describe the various elements of the PESTLE model and outline their impact on businesses with the help of examples.


[bookmark: _Toc172972098]Political Environment
The political environment includes legal guidelines such as government policies, stability of the government, taxation, tariffs, and foreign trade laws. Politico-economic factors affect businesses and can either strengthen or weaken the operations of a business.
This is because politics plays a very vital role in the formulation of business environments. For example, in those countries with stable political systems, business people can make long term strategic investments without the worry of sudden policy shift. On the other hand, in political instability there is uncertainty and risk which discourages the investors and affect the operations.


[bookmark: _Toc172972099][bookmark: _Toc172972100]Example
Brexit means Britain’s exit from the European Union and it was held in the year 2016. This political change brought about great changes in the trade relations, tariffs and regulations that companies practicing their businesses in the UK and EU faced. Firms such as Nissan that had their manufacturing facilities in the UK, had no clear picture on how tariffs and supply chain risks would pan out. Thus, Nissan Review its investment plans in the UK which shows how political changes affect business strategies and operations (BBC, 2020). Taxation and subsidies are some of the policies implemented by the government that can affect the business operation. High corporate taxes mean less profit, and thus less investment, while subsidies can stimulate development of specific branches. For instance, renewable energy sectors usually receive incentives from governments to help improve the use of renewable energy (Johnstone et al., 2020).


Economic Environment
These are inflation rates, interest rates, economic development, exchange rates and the levels of unemployment. These variables control consumer’s buying capacity, cost of capital, and the overall economic performance which in turn has an impact on the business.
Inflation impacts the consumers’ buying power and the prices of commodities and services. Inflation also makes basic inputs and labor more expensive and such expenses may be passed on to the consumer. This can drive down the need for goods and services and therefore affect the revenues and the bottom line.

[bookmark: _Toc172972101]Example
The world was hit by a financial crisis in the year 2008, which greatly affected the economies of several countries, consumer spending and unemployment levels. Some firms, for instance, General Motors were in a very bad financial position that led to a government intervention to avert bankruptcy. The crisis exposed the firms to the economic risk and the need to develop effective financial management to deal with the economic risks (Amadeo, 2021).
Another factor which is of great influence in international business is exchange rates. Volatility of the exchange rates can impact the price of exports and imports as well as the competitiveness of the exports. For instance, a high value of the domestic currency means that goods and services exported become expensive and less attractive to buyers in the international market as compared to goods and services which are imported (Agarwal, 2018).


[bookmark: _Toc172972102][bookmark: _Toc172972103]Social Environment
This category includes demography, culture, health issues, and consumer behaviour. This paper will provide an understanding of social trends to enable business to match their products and services with the society’s requirement.
Social factors like the demographic shifts, for instance, the aging population affect the markets and the availability of workforce. Organizations need to change their tactics, for example, create products for the elderly or meet the requirements of young employees.
Example
The increasing concern of the people with their health has affected the food and beverages industry in a rather big way. Some firms like Coca Cola have changed their strategies and introduced new products that are healthier to drink than others like the Diet Coke and the Coca-Cola zero sugar. This change is in compliance with the consumer trends on the low calorie drinks and has aided Coca-Cola to sustain market dominance (Coca-Cola, 2020).
Cultural trends are also other factors that influence the buyer behaviour in the same manner. For instance, the rise in the level of consciousness of the public concerning the environment has boosted the demand of green products. Thus, organisations that tap to these cultural concerns are likely to benefit from the enhancement of their brand image and creation of customer loyalty (Solomon, 2019).


[bookmark: _Toc172972104]Technological Environment
Technological factors are technology, innovation, research and development and rate of technological change. Adopting technology can give companies an advantage over their competitors by increasing their operations’ effectiveness and producing better products.
It has been seen that with the help of technological advancements, operations can be made more efficient, expenses can be cut down and the quality of products can be enhanced. Organizations that undertake research and development are in a position to come up with new products which they can use to outcompete other firms. For example, the application of artificial intelligence across different sectors has impacted the world in aspects such as customer service and business analysis.


[bookmark: _Toc172972105][bookmark: _Toc172972106]Example
There are many examples of how Amazon has changed supply chain and logistics through automation and artificial intelligence. Automation through the use of robots in warehouses and the application of artificial intelligence in identifying and recommending the right product to the customer has boosted the efficiency of the operation and customer satisfaction respectively. This technological adoption has made Amazon to be among the leading companies in the e-commerce business (Kim, 2018). 
Furthermore, technology can always transform industries and alter the landscape of business in the given environment. Firms are required to be up to date with the new technologies to fight off competition as well as being relevant in the market (Porter & Heppelmann, 2014).
Legal Environment
Legal factors consist of laws, rules and regulations by which the business has to abide. These are employment laws, health and safety measures, consumer laws, and environmental laws among others.
There is the need to adhere to legal standards to prevent incurring of legal sanctions, legal fights and even tainting of the company’s image. For instance, respect for the labor laws can help in preventing unfair treatment of the employees; this boosts morale and increases productivity. Likewise, consumer protection laws protect consumers’ rights, which enhances consumers’ confidence and their likelihood of remaining loyal to a particular business.

[bookmark: _Toc172972107]Example
The GDPR that was enacted by the European Union in 2018 has set rigorous rules on data protection and privacy of citizens’ data for organizations operating in the EU. Several firms, for instance, Facebook, had to change their ways of data handling and storage to meet the requirements of the regulation regarding data protection and privacy. Non-compliance could lead to heavy fines, as a clear indication of the need to follow the set guidelines to the latter (Greenleaf, 2018).
This is due to the rising environmental standards that are being globally set in a bid to fight climatic change. For this reason, organizations need to obey these rules and also to meet the needs of the consumers who are concerned with the protection of the environment (Benn et al., 2018).




[bookmark: _Toc172972108]Environmental Factors
Environmental factors entail the ecological and environmental factors including climate change, sustainability, and environmental laws. This paper aims at establishing the fact that businesses are embracing sustainability as a means of managing their impact on the environment and meeting legal standards.
Climate change is an important threat to organizations as it affects factors such as supply chain, raw materials, and consumer behaviour. It is possible to find that the firms, which engage in environmental management, can avoid threats and enhance their potential for creativity.

[bookmark: _Toc172972109]Example
The fashion industry has come under a lot of criticism regarding the effects it has on the environment hence the emergence of eco-friendly fashion brands. For instance, Patagonia focuses on the environmental concerns including the use of recycled material and fair treatment of workers. This is not only has improved the company’s image but also has attracted more customers who have embraced environmental conservation (Patagonia, 2021).
Sustainability strategies can also help in achieving the objectives of reduced costs as a result of better resource utilization and minimizing wastage. For instance, organizations that put in place energy efficient measures will be in a position to cut costs on energy which in the process will be a way of conserving the environment (Porter & Kramer, 2011).



[bookmark: _Toc172972110]Conclusion
Thus, the PESTLE framework gives a good understanding of the external environment in which a business operates and the factors that can affect it. It is therefore possible to identify the most critical factors that affect businesses to enable the development of the right strategies of avoiding or reducing the effects of risks and grasping opportunities. The examples used in this paper give a clear account of how PESTLE variables affect real life organisations, which underlines the significance of analysing the external environment while developing a business strategy. Understanding the concepts from the literature, applying business models, and displaying cognitive and generic skills are crucial to attain high academic and professional outputs.


[bookmark: _Toc172972111]
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