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1. Introduction

   The business environment has changed rapidly and is continuously changing as our soundings change. The development of technology and the progress in transportation have taken business activity globally. This allows the products, services, resources, individuals, and concepts to move faster worldwide (Cote, 2021). 
In such a rapidly changing world, businesses need tools to analyse their business environment, understand the global market, help them in decision-making, discover opportunities, assess risks, and set goals and strategies. Therefore, to help businesses assess their macro environment and anticipate upcoming challenges PESTLE Analysis is an essential tool. It allows businesses to analyse six external key characteristics of the environment in which companies activate. This tool evaluates the business environment based on six main factors: political, economic, social, technological, legal, and environmental (Morrison, 2023, p. 29).
    This essay will explore the PESTLE Analysis key factors, followed by relevant examples, and explain the importance of understanding them and how they influence business activities.

2. PESTLE Analysis Key Characteristics


   According to Harvard Business School, the concept was introduced by Professor Francis J. Aguilar in his book “Scanning the Business Environment” in 1967. In his book, Professor Aquilar analyses how businesses obtain information about the external environment and how this data is used in strategic planning. 
According to Morrison (2023), the external macro-environmental factors that affect business activities are Political, Economic, Social, Technological, Legal, and Environmental.


Political Environment:
   Since a country's political stability is crucial for any business, the PESTLE analysis begins with a study of its political aspects. Any organisation can be threatened by unstable political environments and shifting governmental perspectives, which can result in political reliance and have an impact on the business's operations. Although operating in democratic countries is generally safer, any commercial operations might be restricted by autocratic regimes. In conflict areas, for instance, when political power shifts or civil conflicts are common, businesses would be better served by creating local distribution networks rather than establishing national production facilities. However, politically stable environments can sometimes provide difficulties too (Heubel, 2023).
   Every nation has different tax, antitrust, and legislative regulations. To reduce the possibility of being the focus of government action, organizations must stay informed about political developments in the nations where they conduct business (Heubel, 2023).
According to Heubel (2023), typical political factors in a PESTLE analysis include government regulations, political steadiness, bribery and fraud, international trade regulations, taxation rules, employment laws, and trade limitations.
In her book, Morrison Janet states, that the political environmental factor encompasses not only the government system but all political parties and other groups that can influence a country's political landscape (Morrison, 2023).
Economic Environment:
According to Britton, Worthington, and Chris (2006),  economic factors are among businesses' most significant external influences. For instance, during economic growth unemployment rates drop, and income levels increase. Interest rates and inflation also fluctuate with economic activity. Governments try to manage economic activity through policies like taxes and interest rates. Additionally, supply and demand dynamics in a free market influence the prices and quantities of goods and services.
Conducting a PESTLE analysis provides insights into various economic factors such as taxes, tariffs, interest rates, inflation, exchange rates, wage rates, unemployment, living costs, etc, and the overall level of economic growth. By evaluating these economic conditions and their potential impact on an organization, it can better prepare and respond to changes. For instance, an economic decline can adversely affect an organization’s performance and sustainability. Additionally, interest rates influence a company’s cost of capital, which in turn affects its capacity for development and expansion. ((Britton, Worthington, and Chris, 2006).
Social Environment:
This factor focuses on the values, attitudes, and individuality of the various groups within a society, including minorities. Social inclusion is an important environmental factor for businesses, particularly when social tension may arise. It looks into the country’s education system, from primary to university levels, which reflects its dedication to the personal development of all its citizens. Although adopting Western consumer lifestyles linked to economic growth is a global trend, national culture continues to be a powerful influence (Morrison, 2024).
Understanding the lifestyle of the consumers allows businesses to predict customers` needs, target the market successfully, and adapt their market items and services to meet customers` demands. Also, changes in demographics affect how different age groups live. For example, young people often have less money than older people because they earn less from part-time jobs or have student loans. This means they have less to spend on things like cars or expensive electronics. With prices going up and incomes going down, people are more careful about how they spend their money. Businesses should understand these factors and offer products or services that people feel are worth their money (Pereira, 2024).
Education level is another social factor that can influence consumer behavior. People with higher education are more likely to know about new technology and trends, have more money and financing options, and can spend more. This makes them a great market for businesses. On the other hand, in areas with lower education levels, companies need to change their approach. They should offer simpler, non-tech solutions for these customers. Multiple social factors can influence consumer behavior, such as religion and beliefs, immigration levels, age distribution, and people’s opinions. These factors should be taken into consideration when businesses build market and strategic plans (Pereira, 2024).

Technological environment:
Technological factors are among the various external elements that can influence businesses and are a crucial component of PESTLE analysis. In PESTLE analysis, technological factors are about the technology available and how it develops. This includes things like how fast software is created, new ways to market online, eco-friendly tech, and new systems for managing information. Basically, these factors are about tech advancements and innovations that can affect businesses or industries. Technology helps businesses by making tasks faster and more accurate with machines and software. It allows companies to reach customers worldwide through the Internet. Communication tools like email and video calls enable teams to work together from different locations. Technology also provides insights into customer preferences, leading to better decisions. It drives innovation, creating new products and services. Customer interactions improve with online shopping, chatbots, and personalized ads. Automation and cloud services save money, while cybersecurity protects data from hackers (Makos, 2024).
For instance, Coca-Cola uses advanced technology to keep its supply chain running smoothly, manage global shipping, and avoid delays, ensuring products are delivered on time (Makos, 2024.
Tesco’s mobile apps make shopping easier with features like shopping lists, barcode scanning, and mobile payments. These tools help customers shop more quickly and enjoyably (Makos, 2024).
In summary, technological factors are among the various external influences that impact businesses and are a crucial component of PESTLE analysis (Makos, 2024).
Legal Environment
The legal factor includes a country’s laws and regulations. PESTLE analysis helps organizations understand these rules, which affect how they make and sell products. These laws can help or hurt a business, so it’s important to identify and understand them. The PESTLE Analysis framework helps business owners and operators evaluate how laws affect their day-to-day activities and long-term strategic choices. When making business decisions, it’s important to consider legal changes like new transportation laws, health and safety rules, or major market changes that could affect the business. Legal factors influence not only the legality of a company’s activities but also affect customer interactions with products and services, inventory management, and payment processing. Legal factors in business include consumer, discrimination, copyright, health and safety, employment, fraud, pyramid schemes, and import/export laws ((Buye, 2021).
For instance, when examining the legal factors influencing Amazon, it’s important to consider both domestic and international laws. As a major online retailer, Amazon is significantly affected by antitrust regulations. Amazon has faced numerous accusations over the years regarding its labor practices. These include claims of human rights violations, such as exploiting warehouse workers by providing minimal protections and benefits and paying them low wages. The company’s strong presence in certain markets has led to regulatory worries about competition and potential monopoly power (Pereira, 2023).
The legal environment factor is crucial for any organization`s operations and businesses need to stay informed about changes to maintain legal compliance and profitability. Additionally, they must thoughtfully develop policies and procedures to satisfy all stakeholders, including meeting customers’ expectations for fair treatment and support (Pereira, 2023).

Environmental factors
Business activity affects the environment, whether by consuming natural resources or generating waste products. The primary environmental concerns that affect business activities are climate change, pollution, sustainability, and waste reduction. A business can conduct a green audit to assess the environmental impact of its operations. This might include evaluating its carbon footprint (BBC).
Being eco-friendly can reduce costs through government funds and grants, and by implementing efficient practices like fuel-saving software. Additionally, it can boost sales by attracting environmentally-driven customers. However, being environmentally conscious can be costly and time-consuming, especially for large businesses. Additionally, inaccurate environmental claims can damage a company’s reputation (BBC).
Looking ahead, it’s evident that successful businesses will be those that could see environmental challenges as opportunities rather than obstacles. These opportunities allow for innovation and leadership and have a positive global impact (Makos,2024).
3.  Conclusion
In summary, the PESTLE Analysis helps businesses understand their external environment by looking at Political, Economic, Social, Technological, Legal, and Environmental factors. As seen in this essay, this tool helps companies prepare for future challenges and find new opportunities, making it a key part of strategic planning. The arguments in this essay show how important it is to use PESTLE analysis for business planning. The evidence provided above supports the need for PESTLE analysis in making smart business decisions. As the business world gets more complex, PESTLE Analysis will be even more important. 
Therefore, it is crucial to use PESTLE Analysis because it has significant implications for the long-term success and sustainability of businesses.
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