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ABSTRACT

The purpose of the paper is to critically evaluate and synthesize the existing body of completed
and recorded work produced by researchers, scholars and practitioners in the field of business
strategy, with a particular emphasis on investigating the strategic responses, including changes
in the strategies, structures and cultures, to name a few, applied by companies in response to
changes in the global business environment. The business environment in the 21st century has
become very dynamic and keeps on changing over time. The market has been characterized by
a high level of uncertainties that managers need to respond quickly if their companies are to
survive in the market. The Literature Review was obtained by analysing relevant journal papers
that discuss the main developments and current debates in the field, from 2016 and on. In this
regard, Business Source Complete (EBSCO), ABI/Inform Collection (ProQuest), ScienceDirect,
and Google Scholar databases were queried. As a contribution to the literature, the paper
will highlight the strategic responses that companies can develop to survive and outperform
competitors in an uncertain and turbulent environment.
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1. INTRODUCTION

All businesses worldwide are subjected to a
dynamic business environment; what differen-
tiates them is how each implement and adopts
strategies to cope with change. The business en-
vironment entails all the factors existing beyond
the organization’s control and can affect part
or whole operations of the organization. It is a
consistently dynamic circumstance that creates
challenges for corporate management (Sushil,
2016). Organizations rely on the external envi-
ronment for inputs that they internally convert
into outputs. They are dependent on the external
environment for growth and realization of objec-
tives. Akhtar (2018) noted that companies must
implement an effective strategic performance
measurement (SPM) system in a volatile and
complex business environment to ensure flexi-
bility and achieve whatever objectives they seek.

The global business environment is always
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showing signs of change, and organizations have
no power over it. The external business environ-
ment is characterized by volatility associated
with globalization, government policies, deregu-
lation of the business sector, and changing con-
sumer and speculator demands. Various schol-
ars have focused on external factors since they
have a massive impact on a firm goal setting. As
a result, organizations are increasingly required
to move past addressing existing issues to per-
sistently responding to evolving conditions. Or-
ganizations need to adopt a strategic approach
to manage such factors to ensure survival and
competitiveness.

Companies are facing dynamic challenges in the
21st century. In the globalized business envi-
ronment, organizations require strategic think-
ing, and only by adopting sustainable business
strategies can they achieve strategic competitive
advantage. Companies use strategy to generate
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and implement plans to compete successful-
ly. Nudurati et al. (2021) stressed that strate-
gic management and measurement of strategic
management performance are imperative for
molding, directing, and aligning an organization
effectively with its environment. Binti and Ismail
(2018) stress that strategic decision-making is
at the heart of the business and its environment
alignment process. This can only be achieved
through the formulation of business policies and
organization theory.

Literature Review was obtained by analysing rel-
evant journal papers that discussthe main devel-
opments and current debates in the field, from
2016 and on. In this regard, Business Source
Complete (EBSCO), ABI/Inform Collection (Pro-
Quest), ScienceDirect, and Google Scholar da-
tabases were queried. As a contribution to the
literature, the paper will highlight the strategic
responses that companies can develop to survive
and outperform competitors in an uncertain and
turbulent environment.

DYNAMIC BUSINESS ENVIRONMENT

The external environment is the most crucial
factor since organizations cannot change or con-
trol its components. Instead, an organization
must change its plans, goals, and policies to align
with changes in the general environment (Bruijl,
2018). It is emphasized that, since the business
environment is frequently changing, organiza-
tions must continuously adjust to achieve their
goals and objectives. Companies must constant-
ly update their strategies to remain competitive
and constantly learn and re-orient themselves
to the dynamic environment (Fainshmidt et al,,
2019). The process of adapting to the changing
environment should be deliberate and coordi-
nated to achieve gradual realignment with the
external environment and result in performance
improvement and effectiveness. Failure to effec-
tively adapt to changes in the environment can
result in strategic problems that might lead to
business failure (Fainshmidt et al. 2019). In the
supposedly highly competitive and complex en-
vironment, the success of an organization lies
in its effectiveness in combining its internal re-

sources to conform to environmental conditions,
thus enhancing its performance. The global
business environment consists of several factors
influencing how companies operate and imple-
ment their strategies to remain competitive.

2.1 ECONOMIC ENVIRONMENT

The economic environment is an important con-
tributor to the dynamicity of the business envi-
ronment since it has a significant impact on the
performance of a company (Hrechyshkina & Sa-
makhavets 2019). The economic climate entails
all the economic factors that influence consum-
ers’ purchasing behaviors and how businesses
operate, impacting organizational performance.
[t consists of various factors beyond the control
of the company, and therefore it is imperative to
align internal operations with these factors to
ensure effectiveness in performance and compe-
tition (Kapitsinis 2019). While companies can-
not control the economic environment, they can
assess the economic conditions before entering
a particular market or industry. Critical econom-
ic factors, which affect global companies, are em-
ployment rate, gross domestic product, inflation,
and government monetary and fiscal policies.

The economic, environmental factors have an
immediate impact on business operation, and
therefore, companies must evaluate the eco-
nomic environment and implement strategic re-
sponses to deal with these factors. For example,
demand and supply is an important economic
factor that directly impacts the company’s suc-
cess. The customers’ income is an essential fac-
tor to consider since it affects the demand for its
product. The income level also indicates the abil-
ity of consumers to purchase products and ser-
vices offered by the company. An organization
must evaluate the purchasing power of custom-
ers and understand the products that consumers
are willing to buy. The economic environment
may constrain or provide opportunities for busi-
ness growth. For example, Martin et al. (2021)
noted that the covid-19 pandemic increased un-
employment rates and poverty, affecting many
businesses worldwide. Factors such as unem-
ployment can directly influence the demand and
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supply of products, thus affecting company per-
formance.

Another important economic factor that affects
companies is government and banking mone-
tary and fiscal policies. The banking sector reg-
ulates budgetary policies that impact the busi-
ness and also consumers’ purchasing behavior.
For example, money in circulation has a direct
influence on consumer demand and purchasing
power. In addition, banking regulates loans and
the borrowing capacity of consumers and com-
panies, affecting how they operate. Government
and banking policies influence interest rates and
have an overall effect on the prices of goods and
services and investment opportunities (Li, Sun
& Chen, 2020). Monetary policies of a particular
country influence the economic activities and in-
flation rate together with the GDP and recession.
Collectively, this dynamic situation is referred
to as the “monetary policy transmission mecha-
nism” (Can, Bocuoglu & Can, 2020)

2.2 SOCIAL ENVIRONMENT

The social environment consists of attitudes,
values, customs, traditions, and lifestyles of the
people within the society the company operates.
Such factors influence customers’ purchasing
behavior and are hard to predict or measure
since they can be very intuitive (Tur-Porcar,
Roig-Tierno & Mestre, 2018). In strategic plan-
ning, companies cannot ignore the components
of the social environment since, although they
may not have an immediate impact, they have
a significant long-term impact on the business
and its operations. Evaluating social factors in
a particular business environment is important
because it allows companies to forge a cordial
relationship with their customers (Dewnarain,
Ramkissoon & Mavondo, 2019). It is evident that
society is continually changing; lifestyle changes
in fashion and preferences are great examples
of this change (Ben, Udo & Abner, 2019). One
of the most significant social changes affecting
businesses is the increasing popularity of social
media. Social media sites such as Facebook and
Instagram have become very popular among
young consumers as a source of information and
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recommendation about products (Corrada, Fle-
cha & Lopez, 2020).

Businesses must understand the social needs
and preferences of their consumers to stay com-
petitive. For example, young consumers prefer
digital technology to shop online, while older
consumers are more likely to stick to conven-
tional methods (Corrada, Flecha & Lopez, 2020).
Companies must focus on social changes exten-
sively to achieve their goals. To evaluate social
changes, they use various analyses such as PES-
TLE, STEEP, and STEEPLE analysis to get a com-
prehensive understanding of social and cultural
changes and how such factors might impact the
business operations (Paurova & Gregova 2020).
To ensure a sustainable competitive advantage,
companies should provide products and services
that satisfy or accommodate the social needs of
their customers. The products should comple-
ment the behavior of the customer. Failure to
effectively respond to societal changes can have
several consequences, such as reduced market
share and a fall in demand for products and ser-
vices (Liideke-Freund et al. 2017).

2.3 POLITICAL ENVIRONMENT

The political environment is another fundamen-
tal element for managers to consider in daily
business operations. It involves government
regulation and consists of three important com-
ponents: government activity, policies, and gov-
ernment stability. The government regulates
the production and economic aspects, and gov-
ernment policies and guidelines significantly
impact business operations (Aithal 2017). In all
countries, governments and other authorities
implement business policies and regulations to
facilitate smooth trade activities. They deter-
mine what activities an organization can engage
in and how much money they can borrow, thus
significantly impacting businesses (Kim et al.
2021). The political stability of a country has
a significant impact on business planning. Of-
ten, managers evaluate the political climate of
a country before setting business. For example,
companies must consider the stability of the
government, government regulations on foreign
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companies, import tariffs, and other restrictions
(Aithal 2017). Political factors are highly volatile
and can experience drastic changes, especially
during elections years and other phenomena.
For example, the recent global pandemic forced
governments to impose lockdowns and travel
restrictions, significantly impacting the global
business environment (Ratten 2020). Changes
in response to the pandemic have revolutionized
businesses as more are using internet technolo-
gy and work-from-home culture.

A stable political environment facilitates busi-
ness growth and attracts local and foreign inves-
tors. Businesses are always wary of the political
and legal factors since they are important deter-
minants of the business environment. For com-
panies to be legally fit to operate, they dedicate
entire departments to legal issues, while small
companies hire legal experts for directions.

2.5 TECHNOLOGICAL ENVIRONMENT

The technological environment is a crucial com-
ponent of the global business environment and
refers to the methods used to convert raw ma-
terials into finished products and services. It
involves using new machines and technology to
improve production, minimize wastage, and in-
crease the value of the final product (Tallman,
Luo & Beckley, 2018). Such technology comes
from the external environment, and businesses
must closely monitor technological changes in a
particular industry. Companies must implement
technical changes to remain competitive in the
market. For example, digital technologies have
been adopted in recent years as more business
transactions are conducted through the internet.

Emerging technologies such as artificial intelli-
gence, warehouse automation, and social media
marketing are imperative for businesses’ surviv-
alin the current era (Chan 2020). Companies that
adopt new technologies can improve customer
experience, which relates to long-term sustain-
ability. New technologies promote large-scale
production and boost efficiency by reducing
waste and the cost of production. Some aspects
of the technological environment are scientif-

ic improvements, development of information
technology, and import and export technologies.
Such technologies improve global trade and at-
tract foreign investors since they ease the ways
of doing business.

3. HOW COMPANIES BEHAVE UNDER
DIFFERENT TYPES OF EXTERNAL
INFLUENCES?

Strategic responses are decisions and actions
that formalize and execute the designed plan to
achieve business objectives and goals. Strategic
responses enhance long-term business survival
while also ensuring that firms remain relevant
and competitive in the environment they oper-
ate. Strategic responses are usually long-term as
they determine the future direction of the firm in
addition to being dependent on the business en-
vironment (Ansoff et al. 2018). Therefore, firms
tend to adopt response strategies that fit the
business environment and which the internal
resources can support. The ever-changing global
business environment requires firms to devel-
op new strategies aligned to the factors within
the environment. Strategic responses, therefore,
have a direct impact on business performance
both in the short term and long term. Strategic
responses also enable firms to adapt and adjust
to environmental factors, which significantly
contributes to attaining the set business goals
and objectives. Strategic responses act as stan-
dard measures that firms use to remain compet-
itive. Business entities constantly seek to formu-
late strategic responses to counter dynamic forc-
es within the environment to gain a competitive
advantage.

Companies operating in large global markets are
faced with various external factors that trigger
strategic responses to ensure sustainable com-
petitive advantage. In such situations, business
managers and decision-makers need to imple-
ment strategies aligned to the respective fac-
tors or challenges within the external environ-
ment. Various studies have identified strategies
such as outsourcing, downsizing, reengineering
and self-management as some of the tradition-
al approaches adopted by firms to respond to

59



CIT REVIEW JOURNAL
NOVEMBER ISSUE 2022

changes in the external environment (Carrie et
al. 2017, P138). As asserted by various scholars
on this topic, the management approach used by
a company is a key determinant factor in how
the management sees the business environment,
diagnoses its impact on the business, identifies
the suitable strategy, and implements the strat-
egy. When faced with changes in the external
environment, the main response has to involve
cost minimization. The overall strategy should
contribute to minimum cost or loss while max-
imizing profitability to succeed in a turbulent
and volatile environment. The highly competi-
tive and uncertain business environments that
global companies operate in mean that strategic
thinking and effective change management are
key sources of competitive advantage in a sus-
tainable business environment (Lin et al. 2018).
There is a need for the firm to ensure a real-time
response to strategic issues, which enhances
preparedness to mitigate impending risks that
may affect business performance and growth.
Strategic response means that the firm is capa-
ble of adapting to the needs in the business en-
vironment.

According to Lin et al (2018), the ability of a
firm to conform to current and diverse factors
is known as flexibility. A flexible company can
maintain business operations in changing condi-
tions irrespective of their uncertainty or differ-
ence from the pre-existing environment. A stra-
tegic response is critical in highly competitive
business environments because the existing sus-
tainability strategies for competitive advantage
are limited to certain conditions (Chen 2019).
After a strategic analysis of the business envi-
ronment, the firm can identify the appropriate
competitive approaches to maximize available
market opportunities. Some strategies that can
enable firms to achieve cost leadership include
overhaul reduction, cost minimization, and effi-
ciencies.

After analyzing the market environment, a firm
must identify the appropriate direction to grow
and whether it is strategic to expand internal-
ly or externally. The internal expansion entails
increasing a firm’s internal capabilities, such
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as production, distribution, and marketing re-
sources. External growth is a strategic response
that has been widely applied by companies op-
erating in the highly volatile global environment
(Ansoff et al. 2018). It entails expanding busi-
ness operations through mergers, acquisitions
and takeovers. Restructuring and rationalizing
is another way firms can strategically respond
to changes in the global business environment.
Restructuring is concerned with actions and de-
cisions that are meant to achieve business pur-
poses and objectives. Decision making is part of
a firm’s overall strategy, as it plays a critical role
in identifying challenges in a business environ-
ment (Koentjoro and Gunawan 2020, P. 90). The
three main components of a company’s strategy
include the objective, vision and mission, and
competitive strategy. The objective strategy en-
tails short term and long term goals. The mission
strategy defines the strategic direction in terms
of the business activities that the company fo-
cuses on.

The competitive strategy relates to consider-
ing the company’s competitive strengths and
weaknesses depending on customer needs and
competition, which helps establish a sustainable
competitive advantage. As a response to changes
in the global environment, firms can opt to re-
view the above three core company strategies.
Global companies tend to find it difficult to un-
derstand the external environment because of
various factors. First, the external environment
is characterized by diverse factors that affect the
business. Although it might be easier to identi-
fy various external factors within the business
environment, it isn't easy to select one factor
that has the greatest impact. Secondly, external
factors such as technology are subject to rapid
change, thus becoming more difficult to under-
stand. Business leaders and managers struggle
to keep up with the speed of technological ad-
vancement.

Thirdly, external environment factors are diffi-
cult to identify because of complexity. The ex-
ternal environment is difficult to simplify as
business leaders try to understand the history of
factors and how they are applicable in future. A
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strategic response is directly linked to uncertain-
ty in the global environment (Koentjoro and Gu-
nawan 2020, P. 90). As the external environment
grows more volatile and uncertain, firms need
to become more flexible to respond to emerging
issues strategically. Flexibility comprises various
aspects, including agility, adaptability, elasticity,
corrigibility, versatility, hedging, robustness, li-
quidity, resilience, plasticity and malleability.
Each of these firm flexibilities responds to some
kinds of external pressures and uncertainties in
the external environment. The type of response
can be defensive or offensive, depending on the
external environment. Although flexibility is
usually considered the main adaptive response
to uncertainty in the external environment,
firms need to use their strategic responses to re-
view market uncertainties to regain sustainable
competitive advantage

CONCLUSIONS

The global business environment is complex and
volatile and is characterized by many changes
that influence how organizations operate. To
cope with the rapidly changing environmental
factors, firms must adopt and implement strat-
egies to gain and maintain a competitive advan-
tage. In this theoretical review, various aspects
of the global business environment have been
explored. Firstly, the study analyzed the multiple
components of the worldwide business environ-
ment, including social, political, economic, and
technological, and how various factors contrib-
ute to the dynamicity of the worldwide business
environment. In essence, the review has endeav-
ored to answer how various aspects of the global
business environment influence dynamicity and
how firms respond to such factors to achieve
and maintain a competitive advantage. Secondly,
the review explored multiple strategies adopted
by companies worldwide to react to changes in
the volatile and competitive business environ-
ment. Since companies have no control over the
external business environment, they can adopt
various strategies such as market-based strate-
gies, product-based strategies, and operation-
al-based strategies to cope with changes in the

external business environment. In essence, the
overall objective of adopting these strategies in a
volatile business environment is to achieve and
maintain a sustainable competitive advantage.
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