
ANALYSIS OF ECONOMIC FACTORS IN A BUSINESS

Understanding how Economic factors affect business is essential to making smart decisions and guiding your company
to greater heights. However, this begins.

When unemployment is low, consumer spending tends to be high because most people have income to spend,
which is good for businesses and helps drive growth. In your PESTLE Analysis such indicators would only be
highlighted so that further investigation could take place before a conclusion could be drawn. This inlcudes
population trends such as the population growth rate, age distribution, income distribution, career attitudes,
safety emphasis, health consciousness, lifestyle attitudes and cultural barriers. Communication helps in the
expansion of the company and helps in the growth of the company. These factors may influence decisions to
enter or not enter certain industries, to launch or not launch certain products or to outsource production
activities abroad. Higher interest rates result in higher total business expenses for companies with debt. There
are many other economic factors examples which help in economic development like technology, labor force,
capital etc. This can include government policy, political stability or instability, corruption, foreign trade
policy, tax policy, labour law, environmental law and trade restrictions. Recommended is to have a legal
advisor or attorney to help you with these kind of things. In conclusion, economic factors are one of the many
environmental, external factors which can affect businesses. In terms of your operational efficiency you would
also need to consider such factors as unemployment, skills levels, availability of expertise, wage patterns,
working practices, and labor cost trends. Education helps one to grow and develop which will result in the
development of the economy. Changing exchange rates might affect how much a company has to pay to its
international supplier to satisfy them, which can affect profit margins, as well as take a lot of resources to stay
on top of. Legal Factors: Although these factors may have some overlap with the political factors, they include
more specific laws such as discrimination laws, antitrust laws, employment laws, consumer protection laws,
copyright and patent laws, and health and safety laws. Many countries have started outsourcing of labor from
other countries. Examples include interest rates, exchange rates, and taxes â€” and can be seen in all
organizations, from relatively small fashion chains like Anthropologie to world-leading countries like the UK.
During boom periods, jobs tend to be plentiful, since companies need workers to keep up with demand. If a
country is having good means of transportation it will able to increase the reach of goods or services to
consumers and this will result in economic development of the country. In addition, you want to be aware of
any potential changes in legislation and the impact it may have on your business in the future. Each factor will
be elaborated on below: Political Factors: These factors are all about how and to what degree a government
intervenes in the economy or a certain industry. You may learn more about our articles below on accounting
â€”. It is clear that companies need to know what is and what is not legal in order to trade successfully and
ethically. Recommended Articles This has been a guide to what are Economic Factors. Confident consumers
tend to be more willing to spend money than consumers with low confidence, which means businesses are
more likely to prosper when consumer confidence is high. What do you know about how economic factors
affect business? This tool is especially useful when starting a new business or entering a foreign market.
Official economic indicators often highlight areas where more detailed information is required. Demand and
supply are depended on each other. The software industry might for example have less to do with
environmental and ecological factors than the oil or automotive industry. If the government is promoting any
industry like insurance or medical or technology it will promote that sector that boosts its economy which will
overall support the economy. These factors also help management in decision making and to be prepared for
any positive or negative changes in the economy. Exchange rates â€” Exchange rates are a complicated topic,
but they clearly have to apply to those who deal with export or import. Inflation causes increases in business
expenses such as rent, utilities, and cost of materials used in production.


