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Recap



Layers of the business environment

Johnson, Whittington and Scholes (2011) Exploring Corporate Strategy



The five forces 

framework

by Michael E. Porter. Copyright © 1980, 1998



Summary of Five Forces- Carbonated Soft Drink



Essential Reading to Date

• 1. Hamilton and Webster, The International Business 
Environment , Fourth Edition
• Chapter 1-4 

• 2. David Needle and Jane Burns, Business in Context, Seventh 
Edition
• Chapter 1-3



The Macro-environment



Why analyse the Macro Environment?

• A turbulent environment is one where there is rapid, 
unexpected change

• Turbulence has increased with the rapid widening and 
deepening of the political, economic, socio-cultural, and 
technological interconnections 

• Brought about by globalization and facilitated by advances in 
telecommunications.



Opportunities

• Globalization generates opportunities for business to:

• Enter new markets

• Take advantage of differences in the costs and quality of 
labour and other resources

• Gain economies of scale

• Get access to raw materials



Threats
• Globalization is also accompanied by threats

• Threats for international firms tended to be seen as 
country-specific, arising from:
• Financial risks—for example, currency crises, inflation

• Political risks associated with events such as expropriation of assets 
by foreign governments 

• Unwelcome regulations

• Natural disasters such as earthquakes and tsunamis.



Frameworks --  PEST, PESTEL AND LoNGPEST

PEST

• Political environment (P)

• Economic environment (E)

• Socio-cultural environment (S)

• Technological environment (T)

PESTEL

• PEST AND ADD……
• Ethical/Environmental (E)
• Legal environment (L)

LoNGPEST

• PEST plus
• Local (Lo)
• National (N)
• Global (G)



The PESTEL framework

The PESTEL framework categorises environmental 
influences into six main types:

      political,   economic, 

  social,   technological,    

   environmental  legal

 

 Thus PESTEL provides a comprehensive list of influences 
on the possible success or failure of particular strategies.



PESTEL Analysis | CIPD

https://youtu.be/GFVKKTwkANY 

https://youtu.be/GFVKKTwkANY


Political

• Government stability and corruption levels
• Taxation policies (corporate tax, VAT, import duties)
• Trade policies and tariffs
• Foreign policy, sanctions, and trade agreements
• Labour laws and employment regulations
• Public sector influence and bureaucracy
• Political risk in foreign markets
• Regional integration (e.g., EU, CARICOM, Brexit implications)
• Example:

In Trinidad, agricultural businesses benefit from state incentives 
under the Ministry of Agriculture’s “Grow Local” policy — a 
political effort to reduce food imports.



Economic

• GDP growth rate and inflation
• Exchange rates and currency stability
• Interest rates and access to credit
• Employment levels and wage rates
• Consumer disposable income
• Market size and growth potential
• Economic cycles (boom, recession)
• Government subsidies and fiscal policy
• Example:

High inflation in the UK can reduce consumer spending on non-
essential goods like luxury fashion, affecting brands such as Burberry.



Social
• Population demographics (age, gender, ethnicity)
• Education levels and skill availability
• Cultural attitudes, values, and traditions
• Health consciousness and diet preferences
• Work–life balance expectations
• Social mobility and income inequality
• Migration and urbanization trends
• Public opinion and social activism
• Example:

The global shift towards healthier lifestyles has boosted demand 
for sportswear brands like Nike and Gymshark.



Technology

• Automation and digital transformation
• R&D expenditure and innovation capability
• Cybersecurity and data privacy
• ICT infrastructure and internet penetration
• AI, robotics, and IoT adoption
• Technological obsolescence
• E-commerce and mobile technology trends
• Patents and intellectual property protection
• Example:

Amazon’s use of predictive analytics and robotics in warehouses 
demonstrates how technology drives efficiency and scale.



Legal

• Employment and health & safety laws
• Data protection and privacy regulations (e.g., GDPR)
• Consumer protection and product safety
• Competition/antitrust laws
• Contract and intellectual property law
• Environmental and ESG compliance
• Labour relations and union regulations
• Local licensing and import/export laws
• Example:

The UK’s Modern Slavery Act requires companies to audit supply 
chains, influencing sourcing practices.



Environment

• Climate change and extreme weather risks
• Carbon emissions and net-zero commitments
• Waste management and recycling
• Renewable energy adoption
• Environmental legislation and carbon taxes
• Resource scarcity (water, raw materials)
• Biodiversity and land-use concerns
• Sustainable sourcing and ESG reporting
• Example:

Patagonia’s circular economy model and commitment to repair/reuse 
products reflects growing environmental responsibility in fashion.



The PESTEL framework- Summary

• Political Factors:  For example, Government policies, taxation 
changes, foreign trade regulations, political risk in foreign 
markets, changes in trade blocks (EU).

• Economic Factors:  For example, business cycles, interest 
rates, personal disposable income, exchange rates, 
unemployment rates, GDP trends.

• Socio-cultural Factors:  For example, population changes, 
income distribution, lifestyle changes, consumerism, changes in 
culture and fashion.



The PESTEL framework- Summary
• Technological Factors:  For example, new discoveries and 

technology developments, ICT innovations, rates of 
obsolescence, increased spending on R&D.

• Environmental (‘Green’) Factors:  For example, 
environmental protection regulations, energy consumption, 
global warming, waste disposal and re-cycling.

• Legal Factors:  For example, competition laws, health and 
safety laws, employment laws, licensing laws, IPR laws.



Key drivers of change

Key drivers for change:

• The environmental factors likely to have a high impact 
on the success or failure of strategy. 

• For example, the birth rate is a key driver for those 
planning nursery education provision in the public sector.

• Typically, key drivers vary by industry or sector. 



Using the PESTEL framework

• Apply selectively- identify specific factors which impact on the 
industry, market and organisation in question.

• Identify factors which are important currently but also consider 
which will become more important in the next few years.

• Use data to support the points and analyse trends using up to 
date information

• Identify opportunities and threats – the main point of the 
exercise!



Key Sources of Information for PESTLE

• EBSCOhost Business Source Premier

• Log In Via Institution
• Use your ARU Credentials

https://anglia.primo.exlibrisgroup.com/permalink/44APU_INST/1k6g5vr/alma997503520102051
https://anglia.primo.exlibrisgroup.com/permalink/44APU_INST/1k6g5vr/alma997503520102051


Pestle Analysis Summary
Environmental Factor Key Factors 

affecting Industry
Opportunity


Threat


Implication to 
Organization

Political
/Legal

- Key points
- Key points





Economic

Social

Technology

Environmental



Assessing a Country’s Potential

Gross domestic 
product (GDP)

• Total value of all 
goods and 
services in a 
year including 
exports less 
imports.

GDP per capita

• As above 
divided by the 
number of 
population.

Gross National 
Product (GNP)

• Total value of all 
goods and 
services in a 
year plus 
income from 
residents 
overseas minus 
income at home 
by non-
residents.

Gross National 
Income (GNI)

• GDP plus or 
minus income 
received from or 
paid to other 
countries e.g. 
Interest on 
loans.

Purchasing power 
parity (PPP) 

• Measure of the 
relative cost of 
living in 
different 
countries and an 
indicator of 
poverty.



International Institute for Management 
Development (IMD) Country Profile

• World Competitiveness 
Ranking divides the national 
environment into four main 
factors:

• Economic Performance
• Government Efficiency
• Business Efficiency
• Infrastructure

• Competitiveness Ranking



Group Activity

• Step 1- Choose a Company or 
Sector: Massy Stores

• Step 2- Identify Current Trends
• Each group brainstorms 2–3 key 

issues under their assigned 
PESTLE factor.

They should answer:

• What is happening in this factor 
that affects the 
company/industry?

• Is the impact positive (OPP) or 
negative (TH)

• Step 3- Record in a Table

• Step 4- Present

Environment
al Factor

Key 
Factors

OPPORTUNITY THREAT

Political

New 
import 
tax on 
raw 
materials



Technological

AI in 
supply 
chain 
forecastin
g


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