Global Business Environment








Student Name: Paula Emanuela Carlan

Student Id: 2213834
Lecturer: Abdi Rahman

Introduction
In strategic management, the PESTLE analysis is one of the strategic models employed to examine the macro-environmental factors that may influence an organisation. Also known as PESTLE, it is an acronym that means Political, Economic, Social, Technological, and Legal circumstances. Policies entail the actions of a government, stability, and the political environment that affects or influences business operations (Contractor et al., 2020). The economic indicators include inflation, growth and exchange rates. Potential parts related to the social factors include demographics, culture, and effects of lifestyle changes. Technological factors including innovation, automation, and technological advancement were considered important factors in the operations of organisations. Legal factors include legal aspects of an operation such as laws governing the business or regulatory need. Environmental refers to aspects that relate to ecology and initiatives towards the conservation of the natural environment (Ghauri et al., 2021). It was established that these factors are important in the context of business because they define and determine the environment that businesses exist in, and they inform strategic decisions and outcomes. This essay will analyse each of the PESTLE elements and offer particular descriptions and real-life examples with business execution to unravel their influence on businesses.


The political environment entails government regulations policies foreign policies and political risks that play a vital role in business operations. Policies also act as factors that affect the operating cost or the ease of access to markets by the government through policies such as taxation and labour relations among others and trade barriers. For example, while the government attempt to enhance environmental protection, this leads to rising costs for production industries. Trade relations or policies exemplified by tariffs and trade treaties impact international business because they make some markets more accessible and alter industry competition (Hampden-Turner et al., 2020). Political stability has a lot of importance in determining business confidence since political instability can result in market instabilities and unsound investments. For instance, Brexit led to turbulence in many companies’ investments in the United Kingdom unlike in Germany where there is a stable political system and hence, political stability leads to a steady flow of FDI. These cases make us realise that political factors influence managerial and organisational business choices together with performance results. The economic factors are also critical since they deal with inflation and the growth of the economy together with the exchange rates which have impacts on business (Hill, 2022). Inflation means the overall cost of various goods and services increases with the passage of a certain time which in turn causes a decrease in the purchasing power and increased cost of doing business. For instance, high inflation rates observed in Venezuela imply higher expenses on raw materials pressing most businesses’ performances to the red. GDP variation illustrates the changes in consumer spending and investment, which are a few of the factors that contribute to economic growth (Khofiyah et al., 2020). There are wide prospects of economic opportunities present with stronger economic growth in China because it has a broader market with higher demands. Currencies exchange reveals the value of one currency against a standard or another, which has an impact on international trade competitiveness. For instance, a dollar that is stronger in value than its peers means that US exports such as electronics and machinery become costlier and therefore may not be attractive to importers in other countries. These economic factors influence purposes and goals, various expenses, and setting the prices for products and services, ensuring the level of market performance (Kim et al., 2020). The social macro environment deals with the demographics, culture, and lifestyles of the people that affect business corporations. Another determinant is demographic factors including age, gender, and income distribution which influence consumption patterns and buying habits of individuals. For instance, a reduced fertility rate due to an ageing population in Japan means that the healthcare sub-sector would experience high demand. Culture also plays a major role in consumer behaviour and brand adoption as it outlines trends that affect product design and promotion. In the United States of America, there has been a rapidly increasing concern towards sustainability hence resultant increased use of environmentally friendly practices and materials by firms. Movement in the lifestyle which is evident in the change of working culture and trends in leisure impacts the markets, thus changing the consumption trends (Kuofie & Muhammad, 2021). For example, one of the prevailing trends – the shift to remote working – has boosted sales of home office supplies as well as technologies. These cases portray the fact that markets must change with the social changes to be fit to challenge and serve the people’s needs satisfactorily. The technological environment can be categorised as advancement, innovation, and automation which affect business deeply. AI and blockchain have revolutionised the global economy by propelling advancements in numerous industries and encouraging the development of innovative products, services, and methodologies. For instance, the telecommunication giant Amazon has significantly revolutionised retail, where people can easily shop without physically having to visit different stores (Moore et al., 2023). Robotics and machine learning specifically automate tasks, increase efficiency and lower costs related to employment in organisations. Self-driving cars are already emerging, and traditional automotive firms such as Tesla have used automation in car manufacturing to scale up the production of electric vehicles. Furthermore, the use of technology also poses challenges and improvements to business organisations. For example, the existing taxi market experienced intense disruption through the emergence of multiplicative transportation applications such as Uber, which prompted existing taxi businesses to reinvent themselves in an attempt to survive (Shenkar et al., 2021). These examples therefore bring out how technology has come to revolutionaries’ business activities, competitiveness, and ultimately the markets. The legal environment refers to the legal framework within which a business operates or the laws that govern a particular country. It covers employment relations regulations and laws, consumer protection requirements, and sectorial directives. For instance, the adoption of GDPR in the European Union has significantly pushed other firms globally to strengthen their protection measures for data and to fully adhere to the high standards of privacy protection (Tuleja, 2021). Secured and promoted by the state, innovations and creations belong to the business entities, and no one can use them without permission. Such a failure is severe as it may lead to fines, litigations, or even damage to an organisation’s reputation. Hence, the legal environment never stands still and presents a risk that businesses have to perennially manage and keep a watchful eye on. The external environment includes issues concerning the environment consisting of factors such as climate change, resource depletion, and Pollution thus putting pressure on companies and organisations practising sustainable development. Today’s global firms are embracing environmental effects, cutting down on the emission of greenhouse gases and using environmentally friendly materials in products (Zámborský, 2021). For example, players such as Unilever have pledged to cut environmental effects by employing and adopting measures such as sourcing for and packaging goods and services sustainably. Environmental laws and policies also play a critical role in the business organisation since they prescribe the allowable level of emissions from the manufacturing process and proper disposal of wastes. Not paying attention to environmental issues leads to negative impacts such as organisation reputation loss and fines from the authorities leading to issues of sustainability and sustainability profit (Zaušková & Rezníčková, 2020). Thus, the environmental factors can no longer be ignored by business entities since they are at the precipice of experiencing negative impacts or reaping benefits and gains arising from changes in their environment.


Conclusion
Lastly, the PESTLE framework categorises and outlines all the possible outside forces that affect a business entity from; political, economic, social, technological, legal, and environmental perspectives. Each of them imposes a significant effect on the character of the market, on strategies that are implemented as well as on organisational performance (Contractor et al., 2020). Whether it is matters of government and regulatory compliance, technological management and deployment, or the environment and sustainability, many challenges exist that can make or break organisations in the modern environment. This is why there is a high emphasis placed on the understanding of PESTLE factors in any business that is to be used to help in the formulation of strategies for countering and embracing challenges and opportunities respectively in the marketplace (Ghauri et al., 2021). With these findings integrated into business strategic planning companies stand to be more equipped to successfully manage risks and establish long-term business sustainability in today’s volatile business environment.
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