
Table of Contend[image: Text  Description automatically generated with medium confidence]



The Global Business Environment  
LCBB4005

Lecturer: Abel Agoba




“PESTEL and Porter's Five Forces and their impact on COPPICE”
     
Ivaylo Atanasov Todorov





Student ID: 2132919



1. Introduction….2
2. PESTEL analysis of COPPICE…….2
3. PORTER'S FIVE FORCES…..5
4. Conclusion….. 6
5. Reference List….7


PESTLE and Porter's five forces are used and presented in the prepared report to carry out an in-depth analysis of "COPPICE". All factors are considered, structured and presented. It is presented how the factors influence the selected organization - positively and/or negatively.
The first part of the report includes the PESTEL analysis. All aspects of the analysis - political, economic, socio-cultural, technological, environmental and legal aspects - will be examined and analysed sequentially. The second part examines and presents an analysis of PORTER'S FIVE FORCES. PORTER'S FIVE FORCES includes - rivalry of competitors within its industry, threat of new entrants, threat of substitutes, the bargaining power of customers and the bargaining power of suppliers.
COPPICE opened in 2012. At first it was just a garden centre. The family business grew into a farm shop. In 2014, the restaurant "FIG and OLIVES" opened its doors. 4 years later, the farm shop was opened, which offers its customers freshly prepared and baked bread and desserts, fresh fruits and vegetables, fresh meat and delicacies every day. Expanding since 2021, COPPICE welcomes new companies/concessionaires in the newly built premises located within the centre. The concessionaires are from different business areas - real estate agency, art gallery, bridal shop, sports centre, luxury furniture store, party centre for children, beauty salon, branding agency, fashion boutique, hairdressing studio. (COPPICE, 2012)
According to Brooks (2010), the PESTEL analysis includes the following components- political, economic, socio-cultural, technological, environmental and legal aspects. These aspects (or part of them) can and do have a direct impact on a specific business or business area. As these are external factors the business cannot control them. What can be done by the business is to analyses and possibly predict future consequences. As a result of the analyses and the obtained results, adequate measures and decisions are taken to adapt the business/organization to the new business environment.
POLITICAL and LEGAL ENVIRONMENT - these are the components of the macro environment that relate to pending and possible legislation and how it may affect a particular organization are known as the political and legal environment. We consider them together because they are directly related and interdependent. Political decision-making and changing/enacting new laws can have a direct impact on the business environment.
An example of this is Brexit. The political decision to leave the European Union had a direct impact on the entire business environment in the United Kingdom. As a result of Brexit, the imposition of customs duties on imported goods from European countries began.
The negative consequences for COPPICE as a result of Brexit are an increase in some of the raw materials imported from European countries. This leads to an increase in the price of the final product. On the other hand, COPPICE is starting to work with more local producers, which is the positive aspect for the company from Brexit. In this way, COPPICE contributes and supports local producers, which in turn contributes to the development of the domestic economy. Another example is the established political relations and the laws adopted by the government for trade between the United Kingdom and countries from Asia, America, etc. These factors have a favourable impact on the organization, because resources are brought into the country (spices, cocoa, vanilla, chocolate, etc.) that cannot be produced in the United Kingdom. This allows COPPICE to produce and provide its customers with a wide range of goods and a varied restaurant menu. Another political factor that has a negative influence on the United Kingdom, and in particular the organization under consideration, is the war in Ukraine. As a result of the war, the price of fuel rose (therefore for all goods), as well as the price of wheat (Ukraine is the second largest producer of wheat in Europe). This again leads to an increase in the final products produced and offered by COPPICE.
According to Worthington and Britton (2006) under the ECONOMIC ENVIRONMENT is understood everything that surrounds the business organization. It can be considered as micro and macro. Micro includes: demand/buying behaviour of consumers, institutions, supply, market structures, income, etc. Macro keys: income, growth, balance of payments, productivity, employment, , inflation, interest rates, exchange rates, wealth. As a factor from the economic environment having the greatest impact on business today, we will consider inflation. Referring to www.rateinflation.com (2023) data (on an annual basis) which show inflation for 2020 of 0.851%, for 2021 of 2.588%, for 2022 of 9.067% and for January 2023 of 10.052%, we can note a significant increase for the last 2 years.
The positive effect for COPPICE of the rise in inflation is the rise in prices, because as inflation rises, so do prices. This has resulted in higher turnover for the organization. The negative effects of rising inflation are related to uncertainty. This leads to a temporary delay or stoppage of the company's future projects to expand its business and increase its production capacity. Currency depreciation also has a negative impact. It leads to a decrease in the purchasing power of customers. This, on the other hand, forces customers to buy mostly essentials and spend less on luxury goods. Employment is another factor in the economic environment affecting organizations. A rise in unemployment rates suggests that the economy is not expanding. Despite the rise in inflation over the past two years, the unemployment rate remains unchanged at 3.7% according to www.ons.gov.uk . This has a positive impact on COPPICE, because the level/number of employed employees in the organization has remained unchanged for the past few years, it has even increased.
Another part of the PESTEL analysis is the TECHNOLOGICAL ENVIRONMENT. The factors that have an impact on the organization's technology and have the potential to lead to the development of new goods, markets, and business prospects. That includes- existence of modern technology such as 3D technology, automation, Internet connectivity, mobile phone technology, wireless technology, computer calculation speed/power, data and data analytics etc. The development of technology has a positive impact on COPPICE. The introduction and use of technologies is part of COPPICE's successful business strategy. The organization strives to introduce and maintain modern technologies. COPPICE has its own website, Facebook, Instagram. Through the website and social networks, the organization maintains a high awareness of its customers. At the same time (through the website) it allows them to make a restaurant reservation or order food/products for home delivery. Internet technology allows customers to take a "virtual walk" in COPPICE. Mobile technology also enables customers to make orders, inquiries or reservations over the phone. These technologies also allow COPPICE to make its requests for the necessary raw materials/products. Internet technologies also have a negative effect on COPPICE. For example: due to not closing the online ordering system on time, requests were made for 50 afternoons at a capacity of 40. The automation of the work process has a positive effect. COPPICE has dough kneading machines, bread cutting machines, lawn mowers, etc. This speeds up the production process and improves efficiency. The use of computers contributes to the easier, accurate and faster calculation. For example: accurate calculation of the necessary products in the production of bread and desserts. This leads to a reduction in costs and losses and an increase in the profits of COPPICE.
According to Griffiths and Wall (2011) ENVIRONMENTAL FACTORS include: Weather, Scarcity of raw materials, Pollution, Climate change, Waste disposal. Agriculture, Sustainability practices, etc. Nowadays, there is more and more talk about protecting the environment. Companies strive to protect the environment more and more. In parts, this orientation is also determined by the government. The imposed restrictions on the use of non-recyclable bags, for example, is part of the "green" campaign. Waste collection fees also affect business. These factors have a positive influence on COPPICE. The company is switching entirely to recyclable paper bags. It also minimizes waste and loss of raw materials through precise calculation of recipes; improvement of technological processes by purchasing machines; internal "lights out" policy. Weather is an uncontrollable factor and has a positive and negative effect on COPPICE. During the winter season, the customer flow decreases - a negative impact. (For example: In heavy rain or snow, customers cancel or postpone reservations). During the summer season, the customer flow increases - a positive influence. Customers have the opportunity and use the summer garden (the capacity of the restaurant increases, which leads to greater income).
According to Daniels and Radebaugh (2018) the SOCIO-CULTURE ENVIRONMENT include social values, attitudes and beliefs, demographic trends, lifestyle preferences and skills availability. Lifestyle preferences are a factor that greatly impacts business. The trends are aimed at leading a healthier lifestyle and using/consuming bio/organic products. This factor has a positive impact on COPPICE, as the company works entirely with bio/organic products. The products sold in the store, as well as the raw materials used in the restaurant and bakery, are from organic meat producers. In this way, COPPICE can respond adequately to the demand. This, on the other hand, increases the competitiveness of COPPICE, as a result of which the customer flow and revenues also increase.
Apart from the PESTEL factors, there are other factors that affect the business. These are Porter's five forces. Referring to Dobbs (2014) Porter's five forces include "competitive rivalry, powerful buyers, powerful suppliers, potential new entrants, and substitute products". This analysis is used to evaluated attractiveness of the market and competitive intensity.
The intensity of the competitive rivalry can be high or low. The intensity of the competitive environment can be high or low. Compared to COPPICE, the intensity is high. One of the reasons is that there are a large number of competitors - nearby farm shops, bakeries, large food chains such as ASDA/LIDL. Large chains that receive large discounts from suppliers can carry out price dumping, driving down the prices of smaller producers in the sector. Another reason is that fixed costs in the industry are high (electricity, gas, raw materials), which is why companies try to reduce costs per unit of product by increasing production (mechanization of processes, purchase of machines, optimization of processes/production premises). Another factor is demand in the industry, which is growing slowly. The mass consumer is focused on cheaper and lower quality food due to the financial crisis.
The bargaining power of customers is high. Customers can have an impact as COPPICE's target group is customers with higher incomes. Therefore, customers have higher purchasing power and leverage/influence. On the other hand, customers can easily be redirected to another supplier (farm shop, Asda, Lidl) using minimal resources (time, money). Another factor increasing the client's negotiating power is the many nearby competitors of COPPICE. The existing possibilities for the use of substitute products by the customer also increase their power.
The bargaining power of suppliers is part of Porter's Five Forces. Suppliers can have a strong or weak position. A strong position allows the supplier to influence the price, quality and availability of products. Relative to COPPICE, suppliers have a strong position for the following reasons: the number of suppliers who offer high-quality products that COPPICE puts into production is not large; the lack of quality substitutes offered by other suppliers and the difficulty of finding and switching to other suppliers increases the power of the suppliers already in the market. Example: In recent months, suppliers have increased the prices of their products (sometimes every week). However, COPPICE continues to partner with and purchase products from the same suppliers.
Another force determining competition in the market is the threat of substitutes. The threat is high due to the following reasons: Rising prices (cost of living) can force even customers with higher incomes and purchasing power to look for and buy substitute products, even if not of the same quality. The costs (time, money) that the customer will incur to switch to a substitute product are low. On the other hand. On the other hand, the efficiency of companies that produce substitutes is high, the cost of raw materials is lower (in most cases because of the lower quality), therefore the price of substitutes decrease. Such are the substitute products sold in the large food chains (Lidl, Asda, Tesco).
The fifth influencing force is the threat of new entrants. Entry of new competitors into the market is high because: Starting a new business in the field does not require a lot of capital, which allows easy entry of new competitors into the market. On the other hand, the government (laws and requirements) encourages and supports business start-ups. Access to technology, know-how, large availability and relatively low prices of equipment suggest an easy entry into the industry. Another factor increasing the threat is easy access to raw materials.
In conclusion, it can be noted that aspects of the PESTEL analysis have a positive influence on KOPPICE. This is mainly due to the growth of the business in several different directions, the international staff contributing to the diversity with their experience, the development and implementation of good practices for reducing costs, increasing the customer flow and turnover after the successful introduction of new technologies, improving efficiency and productivity by purchasing machinery etc.
After applying Porter's Five Forces analysis, the following conclusions were reached:
- The intensity of the competitive rivalry is high mainly due to the large number of competitors and high fixed costs in the industry.
- The bargaining power of customers is high because customers have higher purchasing power and can easily be redirected to another supplier.
- The bargaining power of suppliers is strong due to the number of suppliers is not large and the difficulty of finding and switching to other suppliers.
- The threat of substitutes is high, the main reasons for this are the rising cost of living and the efficiency of companies that produce substitutes.
- The threat of new entrants is high, because the government supports starting a business, small capital is needed, easy access to technology and know-how.
In conclusion, KOPPICE operates in an Industry that is highly attractive due to the ease of entry, the necessity of low capital, easy access to raw materials, government support. On the other hand, these factors make the industry highly competitive.
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