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1. [bookmark: _Toc171002015]Introduction  
Businesses operate in an ever-changing environment, making their future uncertain. Therefore, adjusting to this competitive and changing environment is inescapable for businesses seeking to remain relevant in the business world. The business environment, better known as the macroeconomic dimension, has been demonstrated to bring about both threats and opportunities for businesses regardless of their operating sector (Christodoulou and Cullinane, 2019). Companies that proactively respond to the changes in the macroeconomic environment can gain a competitive edge over their competitors in their respective industries (Yuksel, 2012). PESTLE analysis is a strategic management model that enables businesses to scan their external environment to identify fundamental factors affecting business operations (Yuksel, 2012). Moreover, Porter’s Diamond model also helps to analyze and understand the competitive advantages of companies or countries in the global market. Therefore, this paper uses PESTEL analysis and Porter’s Diamond model to analyze fundamental factors that influence business operations in the global business environment.
2. [bookmark: _Toc171002016]PESTLE Analysis
Pestel analysis is a model organization employ to assess the macro-environmental elements that are likely to affect them (Christodoulou and Cullinane, 2019). The model enables businesses to scan the external environment where they operate. Moreover, the model provides companies with the necessary information to identify potential threats and opportunities in the industry (Kolios and Read, 2013). By having a soundtrack of technological, legal, political, environmental, cultural, demographic, social, and economic changes, organizations can plan for the necessary structural modifications likely to take place in the market or the industry. According to Vasileva (2018), understanding and conducting PESTLE analysis helps organizations implement strategies and conduct risk and financial analyses. This model allows companies to assess and address several societal issues that enable organizations to remain viable in the industry.
3. [bookmark: _Toc171002017]PESTEL VARIABLES
3.1. [bookmark: _Toc171002018]Political factors
Political factors refer to the means, methods, and the level at which the government arbitrates in business operations in the country (Morrison, 2017). A government can affect an industry through policies and legislation, political instability, or how it relates to other countries. For instance, through import tariffs, governments can introduce trade barriers to protect local businesses from global competition or offer grants to help promote sales and support local businesses. Apple faces trade disputes between China and the U.S. Also, governments' tax policies can affect business operations in the country.
Based on Porter’s Diamond model, firm strategy, structure, and internal local competition help companies significantly develop and modernize their products through innovation, thus enhancing their competitiveness in the global market (Wei, 2023). This aspect is also echoed in Porter’s five forces model, which states that companies operating in highly competitive industries tend to focus on constant innovations to remain competitive (Wei, 2023). It is much easier for such companies to enter the global markets because they have a competitive advantage. For instance, Japan’s industrial structure and competitiveness in the automobile industry have enabled companies like Toyota and Mitsubishi to compete in the global automobile market easily. 
Furthermore, government policies regarding taxation, export, and import support and motivate business operations in the country and foreign markets (Walsh, 2005). Based on the Diamond model, the government must create a cohesive and typical work environment for business operations. For instance, the government’s role is to develop good infrastructure like roads, airports, and seaports to facilitate business activities in the country. Also, the political stability of a nation impacts business in several ways. For instance, if there are strikes and protests against actions taken by the government, companies and businesses are likely to experience low consumer support (Walsh, 2005). Also, international relations regarding how a country relates to other nations can affect how organizations import and export their services and goods.
3.2. [bookmark: _Toc171002019]Economic factors
Economic factors directly impact the operations as well as the profits of an organization. Political and economic elements may overlap, such as governments' monetary policies (Rastogi & Trivedi, 2016). One of the fundamental factors in Porter’s diamond model is the demand for the companies’ products and services in the country, as shown in the figure 1 in the appendix (Wei, 2023). Therefore, companies need to consider if there is a substantial and sustainable demand for their products before inventing a specific foreign market to enhance their competitiveness. 
Also, high-quality materials at lower prices and a cheap labor market in a country enhance the firms’ success in the global market (Vasileva, 2018). Moreover, a country’s regional trade relations and economic integration level are vital in facilitating local firms’ ability to enter global markets. More importantly, a country’s economic growth also influences local firms’ ability to compete globally by increasing the demand for their products.
3.3. [bookmark: _Toc171002020]Social factors
Social factors refer to the traditions, attitudes, beliefs, and demographics of people of a nation. Social factors allow organizations to understand the motivations and profiles of possible customers (Christodoulou & Cullinane, 2019). These factors help companies develop marketing strategies that line up the behaviors and needs of customers. For instance, Apple company faces ant-apple sentiments due to price and exclusivity. 
Consumers' spiritual or religious beliefs may affect the reception of new products. For instance, some beliefs may prohibit customers from consuming a particular product. For example, Walmart's business model has been denied in some areas, such as Germany. Also, consumers' income level affects businesses by increasing or reducing sales. When the consumers' income levels rise, they will likely spend more on products as they have enough disposable income.
The size and nature of the company’s customer base determine the demand for its products, which is vital in enhancing its competitiveness in the international market. The free movement of individuals between countries is also instrumental in facilitating international trade, making it easier for firms to enter foreign markets.
3.4. [bookmark: _Toc171002021]Technological factors 
Technological factors focus on how industries and businesses employ technology to offer and deliver goods and services or enhance production processes. By staying up-to-date with current technological developments, companies can create and advance their processes and strategies (Johnson et al. 2017). Government funding for research and development significantly enhances firms’ competitiveness when entering foreign markets. 
Based on the value chain model, technological development is one of the supporting activities that enhance companies’ competitiveness in the global business environment, as shown the figure 2 in the appendix (Abbasi, 2017). Technological development activities relate to the development of the companies’ products and services that enhance their competitiveness domestically and internationally (Abbasi, 2017). Technological factors include IT, technological innovations and improvements and the development of new products based on the new innovations (Abbasi, 2017). These technological factors help companies to create value using innovation, enhancing their competitiveness in the foreign markets. 
For example, McDonald's employs a self-checkout screen at all venues. Also, Internet connectivity and Mobile technology affect companies' operations by enhancing connectivity. International internet connectivity has increased, with many companies using the internet to connect with consumers. Mobile apps offered by Tesco provide customers with fingertip convenience, such as barcode scanning, shopping lists, and mobile payment opportunities, improving the shopping experience (Daniels et al. 2015). 
3.5. [bookmark: _Toc171002022]Legal factors
These are the laws of the nation or regulatory bodies whose jurisdiction the companies and businesses operate. These laws may connect with other political elements, such as businesses (Worthington & Britton, 2014). Health and safety. Moreover, these regulations and laws require companies to observe practices that safeguard the safety and health of customers and employees. For instance, rules on equal opportunities promote a hiring process that does not discriminate against any particular gender, race, or age in the workplace. 
Moreover, companies must consider countries’ legal systems to ensure the rule of law guides them before investing in their markets. Countries with robust legal systems create a favorable legal environment for firms, enhancing their competitiveness (Johnson et al. 2017). Businesses must uphold regulations on product labeling to accurately inform customers of their products' content. Furthermore, businesses must consider labor laws and regulations involving working hours, minimum wage, and minimum employment age. 
3.6. [bookmark: _Toc171002023]Environmental factors
Environmental factors include changes within the natural environment that can impact a business. Nations typically require firms and companies to observe regulations that protect the environment from pollution and emissions of toxic gases. As the world population keeps growing, the demand for natural resources increases, leading to scarcity (Johnson et al. 2017). This aspect requires companies to adopt sustainability practices, including sustainable resource management. Moreover, environmental factors also cover international cooperation on reducing carbon emissions and sharing natural resources like rivers.
One of the significant environmental issues affecting businesses is climate change. Varying weather patterns continue to increase, resulting in risky weather events, like rising temperatures, substantially impacting supply chains, operations, and customer demand (Morrison, 2017). Moreover, environmental laws and adherence requirements are stringent, adding more company obligations. Thus, businesses must come up with vigorous ecological management measures to mitigate environmental impacts
[bookmark: _Toc171002024]Conclusion
By evaluating PESTLE variables, companies can anticipate evolving trends, including fluctuations, enabling them to adjust swiftly to remain relevant in the market. In addition, PESTLE analysis allows businesses to understand potential threats and growth opportunities, helping them to make informed strategic decisions to reduce risks or capitalize on the available opportunities. Moreover, this paper also covered Porter’s Diamond model, value chain network, and five forces to understand how firms enhance their competitiveness in the foreign markets. Based on the value network helps to understand how businesses create value to enhance their competitiveness the global market. 
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Figure 1; Porter’s Diamond Model
Source; https://www.wallstreetmojo.com/porter-diamond/
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Figure 2; Value chain network 
Source; https://www.toolshero.com/management/value-chain-analysis-porter/
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