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[bookmark: _Toc108117668]Introduction
Business environment refers to various factors that can affect organisations and can be either external or internal in nature (Möller, Nenonen and Storbacka, 2020). This study will highlight the external factors that can affect a business and focus on the importance of international trade. The business environment for BMW will be analysed to give a better understanding of the important factors that can change the way the company operates. 
[bookmark: _Toc108117669]Major Forces Shaping the Global Business Environment
The world is constantly changing and many factors can affect and disrupt businesses. Some of the major factors that can influence the business environment will be discussed here. 
[bookmark: _Toc108117670]Covid-19 Pandemic
The coronavirus pandemic hugely impacted the lives of people, governments, businesses and households. In addition to the severe health crisis, many sectors of the economy have started facing challenges and industries are collapsing. While some industries have begun recovering from the pandemic, there are several organisations which might not be able to revive again and have chosen to shut down their business. Online services, however, have considerably increased owning their success to the lockdown period and have dominated the world completely. Businesses must be prepared for future natural disasters and epidemics (Whitehead et al., 2020). 
[bookmark: _Toc108117671]Climate Change
An essential force that can shape the global business environment is climate change which has become unpredictable and dangerous due to irresponsible human activities. Due to reduced emissions of greenhouse gases during the pandemic, people may have become ignorant of environmental degradation which poses a huge risk in the future. Firms that adopt eco-friendly technologies and reduce their carbon emission can last for longer.
[bookmark: _Toc108117672]Technology and Services
The advancement and innovation in technology and services have heavily impacted businesses and other organisations. It has provided many opportunities for improvement and growth of the economy. The development of artificial intelligence has also transformed industries with better services and skilled employees. However, it hurts the less skilled workers who lack knowledge and training. 
[bookmark: _Toc108117673]Rise of the Eastern World
Over the last few decades, countries like China and India, have shown impressive growth with increasing economic output and dominating the international markets. The changes demonstrated by the recently developed economies could have a huge influence on the consumption patterns, production and supply, exchange rates and change in inequality. 
[bookmark: _Toc108117674]External Environment Analysis of BMW
[bookmark: _Toc108117675]PESTLE Analysis
This will provide an insight into the external environment conditions of BMW (Shtal et al., 2018).
Table 1
	Element
	Factor
	Business Impact

	Political
	· Trade war between the US and China
· Brexit, departure of Britain from the European Union (EU)





	· Share prices of vehicles have fallen due to an increase in tariff on goods imported by US and China
· As a result of US’s constraints on trade, other countries might also indulge in raising their tariff on the products that imported by UK, which would eventually increase price
· The import tariff has been raised by the European Union for US exported goods
· Brexit will cause an increase in expenses and sales would fall

	Economic
	· Any turmoil in US and China can have a detrimental effect on BMW since most BMW consumers are from these regions.
· BMW wants to increase the manufacturing capacity
· China’s GDP will decrease more than US’s GDP
	· The company has predicted a significant fall in pre-tax profits 
· BMW's ROCE in 2018 had fallen due to earlier expenses
· The automobile sector was stagnant in 2019

	Sociological
	· Most of the revenues are from cars and bikes
· Customers are the only priority at BMW
· Along with from offering upgraded vehicles, BMW also wishes to provide better customer services 
	· BMW CarData provided customers the opportunity to receive customised services
· CarData's consumers get results that are uniquely meant for them
· BMW's Mini uses the "BMW Connected" service to offer better experience to the consumers

	Technological
	· The BMW Group has recognised the importance of employing innovative technology to its automotive sector and services
· BMW opened a new unit in Beijing, China

	· BMW launched their autonomous driving campus in the year 2018 in Germany
· BMW has been teaming up with experts to research and execute brand-new technology like artificial intelligence 
· The BMW Group is, however, concerned about cyberattacks.

	Legal
	· Many BMW owners have reported facing issues with the engines
· Models that were manufactured during 2007 -2011 were retracted in 2018 due to the engine issues that happened while driving 
	· About 30 of the drivers have taken this matter to court
· Around 90 BMW owners claimed that their parked cars had caught on fire
· The South Korean government has issued a $9.9 million fine on the company for allegedly hiding engine fire hazards. 

	Environmental
	· A portion of the organization’s earnings has been transferred to the UNEP since 2001
· Environmentalists at the company were the first in the whole industry to take this position
	· Reduced carbon output from BMW's European vehicles has helped the BMW group lower their emissions by 42% 



[bookmark: _Toc108117676]Porter’s Diamond
The Porter Diamond Theory of National Advantage will help comprehend the competitive advantage BMW has over other car manufacturers and how Germany has played a huge role in this (Jafari et al., 2019). 
1. Firm Strategy, Structure and Rivalry – BMW has many regional and international competitors who have alike brand equity and status. The company has been adopting strategies that focus on the significance of the market, advancing its research and development strategies and upgrading its services in the German market. The company also pays attention to manufacturing cars that the consumers can relate to on a personal level. 
2. Factor Conditions – The German automobile industry possesses professional workers, one of the best infrastructure and efficient research and development in the current market which benefits the company to a large extent. 
3. Demand Conditions – In the financial year 2021, BMW was the third largest automobile seller in Germany selling over 200 thousand cars. It is estimated that the market will have a volume of over $90 billion by the year 2026 as it is the most stable and largest market in Europe (Cuofano, 2022). 
4. Related and supporting industries – BMW, like most other automobile producers, depends on a vast network of suppliers. Approximately 43% of these connections are situated in Germany or have operating offices in the country.
[bookmark: _Toc108117677]Value Network
This will analyse the relationship BMW has with other organisations and individuals, which benefits all the parties concerned (Ricciotti, 2020). 
[image: ]
Figure 1: Value Chain Analysis
(Source: Bruin, 2018)
Inbound logistics 
The company has around 13,000 international distributors. BMW purchases the best quality raw materials while also decreasing transportation expenses. A major part of the manufacturing process and assembly offices are situated in Germany and Eastern Europe. The organisation also purchases from local distributors to reduce transportation costs but also ensure a consistent supply of goods. 
                                [image: ]
Figure 2: Regional Mix of BMW Purchase Volumes
(Source: Dudovskiy, 2022)
Operations
The BMW Group has four different operations departments. The company had a 17.7% profit margin for the automotive sector in 2015. Bikes earned a profit of 22.5% in 2015.  Credit and leasing for BMW Group brand cars and bikes are the main focus of the finance department. This business had earned a profit of £211 million in 2015 which was an improvement from £57 million in the previous year. 
Outbound logistics 
There are around 3,310 BMW showrooms around the globe, 1,550 MINI stores, and a few Rolls-Royce premises. 60 BMW outlets had launched recently in China. Around 950 showrooms and agencies are a part of the company’s network (Luckow, 2022). 
Marketing and Sales
The BMW Group has always depended on print and media advertisements for its marketing strategies. The company has also engaged in social media platforms for a long time to have a greater reach and less expensive marketing strategies.
Service
The excellent quality of services is one of the most important values of the BMW Group which provides a competitive advantage over other manufacturers. BMW UK had been acclaimed as the car retailer of 2015 for their exceptional customer service and brilliant financial performance. 
[bookmark: _Toc108117678]Porter’s Five Forces 
To understand the main causes of competition, Porter’s 5 forces analysis will be considered (Bruijl and Gerard, 2018).
Table 2
	BMW
	Facts
	BMW Advantage

	Buyers
	· Increased negotiation power
· Consumer satisfactory is more important than product quality
	· Excellent customer service
· BMW spends adequate amount of money on Research and Development
· Good quality products

	Suppliers
	· Bargaining power of suppliers is low
· BMW is an international business giant in the automotive industry
	· BMW's suppliers need to adhere a strict code of conduct that has been laid down by the company
· The bargaining power of BMW's suppliers has been diminished 
·  BMW's suppliers partner up with the company due to its brand image and reputation

	New Entrants
	· Growing industry
· Newcomers will also flourish from this business
	· Customisation
· Fast response
· Customer satisfaction

	Substitutes
	· Consumers want to own high-end vehicles 
	· BMW offers an image of wealth, status, and prestige for a significant number of customers
· BMW offers better service to its customers
· Only a few car manufacturers can compete with BMW's level of safety, luxury, and convenience  

	Rivals
	· Niche market
· Similar products are available
· High prices
· Competition is very high
	· Brand equity, resources, international manufacturing network, and marketing strategies of BMW gives the company an upper hand



[bookmark: _Toc108117679] International Trade
There are several limitations for an organisation when operating in the domestic market irrespective of the quality of goods and services. To expand and grow the business companies often look for new opportunities in international markets. The reasons why organisations engage in international trade are given below:
1. The local market might be suffering from economic instability which can affect the business. Expanding in a new market might help the company gain more customers and sustain the business. 
2. Companies invest in imports and exports to earn more revenue and profit. 
3. One of the fundamental requirements of a business is for suppliers to provide them with the necessary raw materials. International trade will offer opportunities to acquire new suppliers and resources for the growth of the company (Lacka, Chan and Wang, 2020). 
4. Often, organisations manufacture excess goods that are not demanded in the domestic market. Companies can export these extra products to international markets while earning additional profit.
5. All individuals have distinct tastes and preferences and local companies might not be able to satisfy their needs. Importing goods from abroad can help companies increase their sales and meet consumer demand. 
6. International trade can also assist in properly utilising resources in the domestic and international markets.
7. Developing economies might not have a particular industry that the companies can use to take advantage of a new and unexplored market. This will be beneficial for the company and the economy as well.
8. Research and development are very important for the growth of an organisation. Expanding business in a new market can help with development activities and provide fresh business opportunities and ideas. 
9. International trade can also benefit a country by increasing the national income through business in foreign markets. An increase in national income would be beneficial for the growth of the economy and people.
10. Exports and imports offer the people of a country a wider range of collections of goods and services with better quality, low prices and a diverse selection. This can raise the standard of living of the economy as a whole.
11. An important factor for engaging in international trade is to attract foreign direct investment and foreign portfolio investment in developing countries. If the developing country can maintain good and healthy relationships with developed economies, the chances of receiving foreign aid would increase which would help in development (Witt, 2019). 
[bookmark: _Toc108117680]Conclusion
As discussed in previous sections, a business depends on many global business environment factors like social, political, economic, technological, cultural, environmental and financial factors which are external but can largely influence how a business will operate. The analysis of the BMW Group has provided insight into how different factors can affect a particular business. It is also important to realise the significance of international trade even with these external factors as it can lead to development and growth for the firm and the economy. 
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