What Are the External Environmental & Internal Factors That Affect Business?

If a business wants to be successful in the marketplace, it is necessary for them to fully understand what factors exert impact on the development of their company. Once they know about both positive and negative effects outside and within the company, they can produce suitable strategies to handle any predicted situation. First of all, “environment” can be acknowledged as the surroundings or conditions in which a specific activity is carried on. Secondly, a business firm is a social entity formed by a hierarchical structure where all necessary items of a business are activated to reach the collective goal. So analysing internal and external factors is considered to be the most important task for an enterprise before launching any strategic plan. In other words, internal and external environment create a business environment.

External Environmental Factors
Definition: external elements are affecting factors outside and under no control of the company. Considering the outside environment allows businessmen to take suitable adjustments to their strategic plans to make them more adaptable to the external environment. There are numerous criteria considered as external elements. Among them, some of the most outstanding and important factors need to listed the are current economic situation, laws, surrounding infrastructure, and customer demands.
Types of macro factors:
· Economic
· Political/legal
· Technology
· Social
· Natural
Types of micro factors:
· Customers
· Input or Suppliers
· Competitors
· Public
· Marketing & Media
· Talent

1) Economic situation: Economy is one of the most determining factors to the success of the company as the economy goes through expansion and contraction, its condition changes over time. Within the economy, some contributing factors such as tax rate, the fluctuation of interest rate, inflation, labour, the demand and supply, wages and economic recession directly and strongly affects the consumption of buyers, and consequently, the profits of businesses.
2) Political/legal situation: The rules and regulations from the government and the local government play an integral role in the development of the company. This environmental variable reflects the nature of the given political system, its priorities, its legislative traditions, its lobbying methods, its decision-making process and its power to enforce the regulations. Hungarian economic and legislative thinking has been built on the idea that competition among firms makes the economy work better. However, sometimes the state intervenes in order to consolidate national industries or banks to retain their competitiveness. Consumer protection is also built into the Hungarian common law system. In Hungary, laws don’t permit transaction contracts to be terminated one-sidedly without any severe consequences because it may result in the disruption of business morale and social trust.
3) Technological factors: Technological environment includes the technical skills, equipment and methods which affect the way how the economic resources can be converted into products or services. Technological developments, artificial intelligence, smart internet searches and other high tech functions certainly affect businesses as new technologies create new market opportunities. 
4) Social factors: Social factors are the things that affect the habits and spending of customers. These include demographics which reflect changes in population such as birth rate, life expectancy and levels of immigration. Lifestyles, tastes and trends also changing constantly so businesses have to accommodate to them.
5) Natural factors: Ecology deals with the system of human beings’, animals’ and plants’ relations to one another in a given environment. The issues of nature have become very important in today’s business. Worrisome issues of the industrial society are water and air pollution, the problems of waste management, recycling, the diminishing farm or the illegal depositing of nuclear waste. 

Concerning the micro factors, the most fundamental element is satisfying customer demand. Having a complete understanding of this factor can help businesses implement an effective strategy both in the production and the marketing process. Customer demand has changed in the following points: Quality is customer’s preference than price, Sales process is more and more under customer’s control, Customer’s loyalty decrease, The rise of middle-income customer spender, Female consumption power, Advancement of new technology, Intergenerational consumption.

Internal Environmental Factors
Definition: The internal factors refer to anything within the company and under the control of the company no matter whether they are tangible or intangible. These factors after are grouped into the strengths and weaknesses of the company. 
There are 14 types of internal environmental factors:
· Plans & Policies
· Value proposition
· Human resource management
· Financial and marketing resources
· Corporate image and brand equity
· Plant/Machinery/Equipment
· Labour management
· [bookmark: _GoBack]Inter-personal relationship with employees, company structure
· Internal technology resources & dependencies
· Organizational structure or in some cases Code of Conduct
· Quality and size of infrastructure
· Task executions or operations
· Financial forecast
· The management’s leading style and their decision making power.
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