PESTEL Exercise answer
1. Analysis is useful for four main reasons:

· It helps you to spot business opportunities, and it gives you advanced warning of significant threats.
· It reveals the direction of change within your business environment. This helps you shape what you're doing, so that you work with change, rather than against it.
· It helps you avoid starting projects that are likely to fail, for reasons beyond your control.
· It can help you break free of unconscious assumptions when you enter a new country, region, or market; because it helps you develop an objective view of this new environment.

2. Political Factors affects the organizations in terms of government regulations and legal issues and define both formal and informal rules under which the firm must operate. Examples are:
· Political stability
· Tax policy
· Employment and labor law
· Environmental regulations
· Trade restrictions
· Tariffs etc
3. Economic factors affect the business operations and decision making of the organization. For example the predicted recession is preventing the organizations from increasing the workforce . Other examples are:
· Economic growth
· Interest rates
· Inflation rate
4. Social Cultural factors refer to the cultural and demographic aspects of the environment. For example increase in the health consciousness may affect the demand of the company’s product. Other factor includes:
· Age distribution
· Population growth rate
· Emphasis on safety
· Career attitudes
· [bookmark: _GoBack]How do religious beliefs and lifestyle choices affect the population?
5. Technological factors affect the cost and quality of the outputs. These also determine the barriers to entry and minimum efficient production level. Factors include:
· Automation
· Technology incentives
· Rate of technological change
· R&D activity
6. Legal factors influence the company’s operation, its costs, and the demand for its products. Factors include:
· Consumer law
· Antitrust law
· Employment law
· Discrimination law
· Health and safety law
7. Environmental factors refer to ecological and environmental aspects such as weather, climate, and climate change. Climate change is a hot topic these days and organizations are restructuring their operations thus giving space to innovation and concept of Green Business.
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