

DISCUSS THE CHALLENGES FACED BY AN EXPANDING BUSINESS IN THE CURRENT ECONOMIC ENVIRONMENT



Adapting to Change: A Business Environment Analysis of Apple

1. Introduction
The case of Apple, Inc. makes it clear that a successful business depends on numerous external influences and variables beyond innovation, including regulatory requirements, supply chain gaps, digital changes, sustainability pressures, and changing consumer demands. In addition to enjoying brand loyalty, premium pricing and ecosystem control, those same advantages provide challenges to the organisation as well. For example, Apple’s closed ecosystem has resulted in loyalty and profitability; however, those advantages have resulted in increased regulatory scrutiny. Likewise, Apple’s global supply chain provides economies of scale; however, that same supply chain exposes the corporation to geopolitical disruptions. Therefore, it can be demonstrated that business success is influenced by both external conditions and internal capabilities.
The business environment is defined as the political, socio-economic, technological, legal, and environmental forces that can have an impact on the performance of a business entity. These factors are of importance, as organisations suffer from either poor management or failure to properly respond to changes in the environment. Therefore, an external analysis is critical for Apple because the company’s business model is predicated upon the existence of stable global production facilities, regulatory compliance, and an ongoing willingness of consumers to pay a premium price for products.
The PESTLE analysis is a practical way of assessing the external forces for opportunities and threats to an organisation. The Porter’s Five Forces analysis is valuable in determining the level of competition, the bargaining power of suppliers, and the level of competitive pressures. By using these two models together, it may be shown that Apple’s ability to adapt its business model to a global environment that is experiencing rapid change and increasing regulatory constraints will be a key factor for the company’s long-term viability.
2. Understanding the Business Environment
The business environment refers to the complete set of general conditions, socio-political institutions and forces that affect how businesses function, compete and perform. There are various aspects of the external environment (e.g., political, economic, technological, social, legal and environmental) that influence the strategic management of enterprises. Although some of the external factors can be controlled by a firm, the majority cannot; therefore, an analysis of the external environment is vital to successful strategic management. A firm may have significant resources, leadership and brand identity; however, if those resources are in a rapidly changing external environment, then they can become greatly diminished. The external environment should not be viewed by the firm only as a backdrop, but also as a very active source of opportunity, risk and constraint that can also change the meaning of the firm's competitive advantage over time, rather than only changing the firm's impact on it through operational management decisions on the margins and in the short term. This is particularly the case in international markets where firms will face challenges in numerous different institutional, economic and regulatory systems and thus must have the ability to develop the strategy of the firm through the environmental interpretation and adaptation that accompanies the firm's need for internal efficiency (Morrison, 2017; Wetherly et al., 2014). 
Firms experience failure for many reasons, and one of the reasons for failure is a firm's inability to recognise or accommodate the speed and size of the changes around it. This is particularly true in the case of Apple. For Apple to be successful, its business model relies upon four core assumptions: continued operation of global production networks; the legitimacy of platform control; consumers willing to pay high prices for Apple products; and continued technological relevance of Apple. None of these four core assumptions can be considered given. Consequently, the external environment not only shapes the context in which Apple competes but also shapes the validity of Apple's core assumptions about the firm's future strategy. Therefore, environmental analysis is more than just a description; it provides a way of assessing whether the business model is viable in light of changing conditions, as opposed to assuming that historical success equals future sustainability (Turner 2024; Meyer, Li & Brouthers 2023).
PESTLE provides a useful framework in this report as it provides a means to examine in a structured way the Political, Economic, Social, Technological, Legal & Environmental forces affecting Apple's position. The value of PESTLE lies in its ability to scope to ensure that an analysis does not become overly focused either on your competitors or on the operations of the business. Only when the factors listed within the PESTLE framework are assessed for their strategic implications do they provide insight into potential implications or advantages to your business. For example, while a political factor exists, it only has implications if it reinforces or undermines an organisation's existing business model. This application of PESTLE demonstrates that Apple's future risks come from the interaction between its
strengths and changes to the external environment, rather than as a result of random external shocks.
Porter's Five Forces will also provide value as it shows how the broader environmental changes affect competitive intensity. Apple's industry has high levels of rivalry, significant substitute products and considerable reliance on specialist suppliers. However, like PESTLE, using Five Forces alone does not provide adequate insight into documenting the greatest challenges facing a business today. Increasingly, the main challenges for companies come from factors outside of direct marketplace competition issues, such as Governance quality, Regulations, Sustainability & International fragmentation, which increasingly define the rules of competition itself.
Business environmental analysis now needs to be broader than market competition. It also needs to include institutional factors that define legitimate strategies that can produce profit. Because of this, understanding the business environment has become increasingly important, and not less so, in today's era of digital transformation and uncertainty, living in borderless nations. Even multinational firms that bear large amounts of scale, coordination, and technology in controlling their business over time are finding that understanding the business environment is essential to maintaining that power (Bontempo, 2022; Kapoor, 2025).
3. Analysis of External Factors: PESTLE Analysis of Apple Inc.
a. Political Factors
Apple's political exposure has increased significantly because its business model is based on international trade, global sourcing and access to major consumer markets. Politically motivated events that disrupt the environment, which existed before the events occurred, have significant implications for companies that have been able to take advantage of the efficiencies associated with large-scale global businesses. As the geo-economics of global integration evolve towards fragmentation, increased national protectionism, and greater instability of multinational organisations, companies that primarily rely on cross-border activities will face increased risks. For Apple Inc., an increasing number of its primary supplier’s provision services that could be disrupted by political changes that increase political risk. The risk of increasing costs associated with political effects may continue to exacerbate Apple's competitive position, especially considering that Apple's competitive advantage was established during the time that the global economy was experiencing relative economic stability. Consequently, the increasing reliance on global integration for operational excellence in supply has become inseparable from the necessity of incorporating geopolitical risk into the company's strategies and supply chain management. Thus, relying solely on supply chain efficiency will provide little comfort to companies in maintaining resilient operations when they face uncertainties such as geopolitical tensions, sanctions, and regulatory realignment amongst the major global economies (Aiyar et al., 2023; Morgan, Syropoulos, and Yotov, 2023). 
b. Economic factors
Apple has historically used a premium pricing strategy to help maintain strong margins on its products. However, this premium pricing strategy is not economically neutral. Premium prices work well when consumers are confident, and the symbolic value of products is high. Economic slowdowns and inflation can create risks for Apple beyond reducing demand for its products. For example, when viable alternatives exist, consumers may evaluate whether the perceived quality of their Apple products justifies continuing to pay a premium price for their products. Many other economic factors can affect Apple either via changes in supplier input costs or changes to consumer demand, due to, e.g. exchange rate volatility, instability in resource prices, macroeconomic pressure and other factors.
It is tempting to overestimate Apple's economic strength purely because its brand is strong. However, in tough economic conditions, premium brands face a different level of scrutiny: they need to demonstrate the value of their brand by maintaining their brand meaning, and not just by maintaining price levels for their products. This creates a level of economic resilience for Apple; however, if consumer willingness to upgrade declines or if there is increased input price volatility, then the flexibility of Apple's pricing model may be constrained (Challoumis, 2024; Xiuzhen et al., 2022).
c. Social Factors
As a result of Apple's strong reputation for quality, design and privacy, many people view the company's social position as another advantage. However, it should be remembered that these social advantages do not result from companies being automatically well-positioned for the current social environment. Rather than being evaluated based on product appeal alone, consumers have evolved and expect to evaluate large corporations on their ethical business practices, transparency regarding their internal and external operations, inclusivity (i.e. are we likely to see a wide array of representation from various groups within the company?), and corporate responsibility based on the company's actions. This is important for Apple because, in addition to being functional, Apple's brand is also symbolic. A company with a symbolically strong brand will be proportionately exposed to a higher level of risk for losing its established brand reputation by being inconsistent with the brand's established meaning. When a company portrays itself as a responsible, user-centric and progressive enterprise, it will incur additional scrutiny if its employment practices, supplier conditions or limitations in its eco-system appear contrary to that image. Social pressure presents both opportunity and risk for any organisation. While Apple benefits from a devoted customer segment, that loyalty is dependent upon the legitimacy of the company as well as satisfaction. Social expectations reinforce a brand when an organisation operates in harmony with prevailing public values; however, if corporate behaviour is exhibited as selective, performative or excessively commercial, those same social expectations may erode the brand's value as well (Böhm et al., 2022; Camilleri, 2022).
d. Technological Factors
Technological advancement is frequently referred to as Apple’s inherent advantage; however, a thorough examination shows that technology represents an additional source of strategic pressure on Apple. Apple has previously been successful in managing the relationship between hardware, software and services. This integration facilitates product quality, user experience and ecosystem lock-in for Apple products. As markets mature and innovation shifts from product improvements to more comprehensive digital transformation, artificial intelligence, and data intense eco-systems, the challenge for Apple is not whether its platform will continue to be able to innovate but rather whether it will continue to innovatively disrupt the competitive environment, rather than only incremental profits from existing products. Incumbent market participants often find that their continued success is compounded by their search for past successes; consequently, the tightly controlled eco-system that historically provided exceptional performance for Apple may ultimately stifle creativity and openness at a time when rapidly changing technologies are reshaping customer expectations and competitive norms (Luo, Cui, Zhong and Wei, 2023; Mitrache, Spulbar and Mitrache, 2024). The growth of artificial intelligence is further complicating this challenge by having the potential to create new types of value; however, it is also causing challenges related to aspects such as governance, explainability, the speed at which these technologies are adopted and the evolving ways in which organisations will compete. Historically, Apple’s core competency has been through controlling and integrating products within its ecosystem, but now its competitors, who are primarily AI-focused, will potentially be rewarded for having flexibility in their operations, their use of data at scale, and their ability to deliver their product to consumers quickly. Therefore, the technological changes occurring do not automatically create a competitive advantage for Apple as simply being a technology company; rather, there may be many organisations that are negatively impacted because their primary competencies have in the past been developed based upon traditional controlled ecosystem management. The future competitive position of Apple will depend not solely upon Apple’s technical competency but will also rely upon Apple’s ability to incorporate new technological paradigms without becoming strategically inflexible or too reliant upon maintaining traditional competitive environments (Chen et al., 2023; Sewpersadh, 2023).
e. Legal factors
In terms of legal elements, the way that Apple conducts its business in the market has become increasingly challenging since the company has been so successful with its business model. The way in which Apple controls the platform on which its products are offered, the rules for approving and distributing applications on its platform, and the way it restricts its ecosystem have resulted in the creation of superior monetisation opportunities and extremely high levels of customer retention for Apple. However, these same mechanisms have also resulted in scrutiny concerning the organisation’s competition and fair competition within the marketplace, as well as the power that Apple has in terms of controlling certain aspects of the marketplace. This demonstrates a much broader strategic inconsistency: the legal challenges facing Apple are not external to Apple’s model but rather are a result of its model. The more effectively that the organisation controls access, payment, and the way in which users interact with their offerings, the higher the probability that Apple will be perceived as a gatekeeper rather than an innovator. As a result, legal responsibilities have changed from being a traditional compliance issue to becoming a structural issue for the organisation. The long-term challenge for Apple revolves around how to balance an open and closed system while also understanding how much flexibility they'll have if they were to decide that they're going to be more selectively open versus forced to concede later by legislation. This means, from a legal perspective, Apple is also testing to determine if it can make the necessary adjustments to its model prior to regulation coming into play and reshaping its business model from the outside in (Akinsola, 2025; Turner, 2024).


f. Environmental Factors
Environmental pressure has transitioned to the forefront of business strategy as part of the core aspects of the strategy. This presents Apple with a very difficult balance. Through commitments to sustainability, green innovation and corporate social responsibility (CSR), Apple can establish legitimacy and competitive differentiation within the marketplace in which it operates. However, Apple's business model is still based on the principles of high-volume manufacturing using global manufacturing plants, frequent upgrades of devices and the heavy resource consumption of both materials and energy in the manufacture of these goods. Due to this, any claim made by Apple regarding the environment is subject to intense scrutiny for validity. Sustainability will not become an effective business strategy until it transforms operational logic rather than just improving the company's ability to articulate its message as a corporate entity. Therefore, Apple can develop environmentally based innovation that is in alignment with the way in which it can create enterprise value in the areas of materials management, energy efficiency and circular thinking. However, Apple's risk related to the environment is the perception that it will promote CSR without addressing the consumption patterns of the company's goods that are the basis for profitability. As a result, Apple can only benefit from sustainability as part of its strategy when it has an embedded strategy for sustainability in its design, sourcing and lifecycle versus a predominant reputational benefit from sustainability (Le et al., 2024; Sarfraz et al., 2023). 
4. Strategic Adaptation of Organisational Systems
Apple has successfully adapted to changes in the environment compared with lots of rivals; however, its ability to do so effectively varies based on the type of pressure it faces. The company's strength lies predominantly in those areas where they can incorporate change into the current ecosystem by using technological integration, service expansion and management of their brand to create customer loyalty and maintain premium positioning. This is consistent with a wider trend throughout the organisation where they have aligned adaptation with support for their ecosystem instead of redesigning their business. This helps them build on what they do well as an organisation, reducing the likelihood of developing conflicting strategies. Nevertheless, Apple faces limitations when the external environment challenges its ecosystem.
The organisations' strategic response has relied predominantly upon innovation, strict control and high-quality brand orchestration to maintain legitimacy. Although all these are positive attributes, they also place restrictions on the organisation's ability to adapt. For example, innovation can help to enhance a company's growth potential; however, an organisation may take on a conservative stance when it is more focused on protecting its current operating structure relative to an opponent's direction of the same type than it is on establishing its own. Supply Chain Management allows the organisation to achieve efficiency; however, an organisation that relies solely on concentrated supply chains sacrifices resilience to concentration as well, and that inhibits the development of innovative processes. Corporate Social Responsibility (CSR) can enhance a company's legitimacy; however, when CSR attributes appear to dominate the narrative of an organisation's model as opposed to being included in the structural change of the organisation, it often creates the perception that CSR is not an organisational commitment but rather that it selectively benefits certain stakeholders. As such, while Apple has developed excellent tactical adaptability, it does not have nearly as much structural adaptability. 
There were other methods available to the organisation. The company may have acted sooner to diversify its production locations and become less reliant on supplier concentration. It also could have chosen to govern the ecosystem in a less rigid and thus less legally ‘at risk’ way, by relieving formerly imposed legal pressures before regulatory oversight began to increase significantly. In addition to being able to do more in terms of product longevity (e.g., circular economy principles), repairability, reuse, etc. Apple has many alternatives available as a response to external change. The responses that Apple has thus far made to external change appear to be defensive; that is to say, Apple has protected the existing business model as a first response and, as an additional response, it has transformed the existing model to a new model for competition and legitimacy (Gani et al., 2023; Rehman, 2023).
5. Conclusion and Recommendations
Apple continues to be a leader within the global technology industry; however, the fact that it is a leader does not mean that it is immune to the impacts of changing environmental conditions. The data and evidence presented in this analysis indicate that Apple's competitive advantage is closely tied to political stability, economic stability, technological relevance, legal compliance, and eco-friendly stewardship. As a result of Apple’s ecosystem strategy, innovation ability, and brand strength, it appears that the company has adapted successfully to several external changes. Conversely, when external changes necessitated significant structural changes rather than tactical ones, Apple has demonstrated little effectiveness.
Three recommendations result from this analysis. First, Apple should focus on increasing supply chain diversification to decrease political and operational concentration; secondly, it should adopt a more flexible and proactive approach to platform governance so that legal compliance occurs via strategy as opposed to coercion; thirdly, to provide evidence of the support of environmental sustainability as claimed, Apple should take steps to enhance its sustainability by redesigning products for extended product lives, facilitating repair of products, and utilizing circular manufacturing processes. Ultimately, the future success of Apple will likely depend less on defending the logic of its historic business model and instead depend on the extent to which the company can redesign its business model while still maintaining the coherence that previously made it successful.
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