



Corina Tiseanu - 2022140
Module Title: Global Business Management
Assignment Title: Individual project report
Lecturer name: Tarila Zuofa


Executive Summary
The aim of the report was to discuss how a global business is influenced by the external and internal factors of the business environment. The company that was chosen here was HSBC and the report has analysed the selected global enterprise with the profits they are generating, their mission and the market they are in the UK. The report has then assessed the different factors which influence the business operations through the two strategic frameworks like the PESTEL and Porter's five forces. It was seen in the report that the external factors of the UK offer both advantages and disadvantages to the Global company.
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[bookmark: _Toc108605468]Introduction 
The global business environment can be referred to as the businesses which can conduct business all around the world and is influenced by the same factors that the other businesses will experience. This environment is the direct consequence of globalisation which led to the businesses getting exposed to the international market and enabled them to spread throughout the world. The global business environment is shaped by different factors and is influenced heftily by some factors. The businesses' will be critically analysed with the two important tools as the PESTEL for the external environment and Porter’s Five forces for the internal environment. 
Hong Kong and Shanghai Bank Corporation ltd are providing services in the financial sector like Retail banking and wealth management, and commercial banking since 1865 with their headquarters in London in 64 countries (HSBC, 2022). Under CEO Noel Paul Quinn, there are 220,000 who generated $59.3 billion in 2021 (Forbes, 2022).

[bookmark: _Toc108605469]Overview of the Selected Global Business. 
Global Business is referred to as a company that is not only operating on the local scale but also at the international level with access to different markets and cultures. One of the prime reasons behind businesses that are going global is Globalisation. This globalisation has enabled the industries to spread to different parts of the world and start businesses accordingly. The financial sector of the UK is huge and in 2020 the financial services sector has contributed around £164.8 billion to the UK economy which is more than the 8.5% of the whole UK’s economic output (UK Parliament, 2022). There are several well-known retail banks in the UK which are HSBC, Barclays, Lloyds, and Santander UK. In this country, there were 1.1 million people working in the finance industry and if the related professionals are included the number rises to 2.3 million (Prospects, 2022). 
The largest financial institutions in the UK garnered a lot of profit in 2021 after the pandemic started to fade away. The bank with the highest profit was HSBC which was 10.9 billion and followed by Barclay's with 7.2 billion (Statista, 2022). HSBC is one of the leading companies in the UK with 40 million customers and they come second to Barclays (Statista, 2022). HSBC in the UK is one of the largest employers of skilled labour and the number of employees in 2021 was 220,000 that decreased from 235,000 in the year 2019. This was the consequence of the layoff that HSBC did during the Covid-19 to sustain the pandemic.
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[bookmark: _GoBack]Figure 1: Net profit generated by banks in the UK
(Source: Statista, 2022)
HSBC in the UK posted a profit of 14.7 billion U.S. dollars in 2021, which was 8 billion dollars more than the 2020 and the operating profit of HSBC in 2021 was 63.9 billion dollars making it one of the most successful banks in the year 2021 worldwide (Statista, 2022). HSBC is spread around 64 countries which gives them a great global presence and its brand reputation is high for this company. In the UK, HSBC, as mentioned before is one of the most prominent banks and controls the financial banking sector with the other significant banks regulating an oligopoly in the UK market. 
The service sector of the UK played a ignificant role and the financial institutions come under these service sectors. Around 79% of the GDP of UK came from the Service sector in the 2013, which implies how much UK is dependent on their private sector (Office for National Statistics, 2021). The number of workers in te service sector rose to 80% in 2011 frm 33% in 1841 (Office for National Statistics, 2021). This shows that the service sector of the UK is developing every year with a greater skillset. HSBC can also be profited from his situation since the service sector is providing excellent employees. HSBC can work greatly in the London since 91% of London’s economy is from the service sector (Office for National Statistics, 2021). 
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Figure 2: Percentage of each area’s economy that is in service sector
(Source: Office for National Statistics, 2021)
HSBC has their own set of values and missions that guides its operations in the world and its vision is to bring together a number of people, their ideas and capital to promote progress and growth together which would help in creating a better world. The organisation value difference and collaborate across boundaries and its strategies include investing in the greatest differences that can profit the customers (HSBC, 2022). Although they have higher morals and visions, the company was exposed in a 2022 report which showed that there was a mean gender pay gap of 32.9%, the highest amongst all the other banks (HSBC, 2022) 
HSBC has also won different awards for the innovative steps they have taken over the years to sustain itself in the competitive environment of the UK, and they are now advancing towards the inclusion of the most high-tech tools which can guide them in the business. HSBC is on its way to implementing automation which can help the company to be efficient and have an edge over its rivals (HSBC, 2022). HSBC will be taking advantage of the most powerful device in the world to advance its organisational operations, which is digital media. 

[bookmark: _Toc108605470]Factors affecting the Business (PESTEL and Porter’s Five Forces). 
[bookmark: _Toc108605471]PESTEL
The factors which are externally influencing the business operations can be assessed by a substructure which is kown as the PESTEL, which stands for the Political, Economic, Social, Technological, Environmental and Legal factors (Pan et. al., 2019). 
Political
The political stability Index of the UK is 0.47 as of 2020, which implies the country is quite stable (The Global Economy, 2022). Political stability means there is an unnecessary intrusion from the government unless there are some legal issues and the financial institution can continue their operation uninterruptedly if their operations are carried out with transparency. This would help HSBC carry out their operations without any interruption, increasing its efficiency. The corruption score of the UK is 78 out of 100, and the higher the score, the lower the corruption rate (Trading Economics, 2022). The UK ranks 11th in the whole world and HSBC can continue their operations in this country without spending a lot of money on a third party to continue their operations. 
Economic 
The inflation rate of the UK topped 9.1% in recent years which is a sign of grave danger for organisations in the UK (BBC, 2022). A higher inflation rate would mean the cost of raw materials will go up which would decrease the net profit for the companies. In this situations, Central governemnts increase the interest rates to slow the rate of inflation which could incurr loss for the HSBC. The GDP of the UK is 2.2 Trillion GBP which has increased significantly from 2021. An increase in GDP means the country is coming into economic stability, and this produces a perfect opportunity for HSBC to operate in the country (Clark, 2022). 
Social
The average household income in the UK is £31,400 in 2021 which increased by 2% from 2020 (Office for National Statistics, 2022). These statistics imply that citizens in the UK are earning much more and they can spend more which is an advantageous situation for any financial institution. HSBC can introduce several programs of savings and introduce debit cards which would profit the company very well. The employment rate of the UK is 75.6% which implies the labour market is very healthy, and organisations will have no issues hiring from the labour market (Office for National Statistics, 2022). HSBC similarly can hire skilled financial workers for their company. 
Technological 
The internet penetration in the UK is 94.8% as of June 2022, which means that almost every house is equipped with the internet (O’Dea, 2021). Banks can introduce contactless transactions through phones and cards, which would be of no difficulty since a lot of people are using the internet. HSBC can implement technological innovations that can ease the process of contactless transactions and the people in the UK would start availing the HSBC. Social media penetration in the UK is 90% which implies HSBC can take advantage of digital media to reach different customers all around the UK (Dixon, 2022). This would garner a lot of customers in the UK.  
Environmental
The UK set out a set of specific rules regarding the environment in 2021, after its exit from the European Union. The union of the UK has regulated a framework to preserve the environment and has stated that any individual or organisation in the UK must comply with the rules which state to protect nature, keep the water quality clean, maintain the air quality and increase waste management (Client Earth, 2022). HSBC must comply with the rules to operate in the UK, which can prove costly, however, can help the company garner more customers.
Legal
The UK has several laws regarding the organisations that are working in the UK. One of the prime laws is the Data Protection Act of 2018 which states that all the data collected by the organisation must be protected and the data the enterprise collects from the employee must not be sold to other companies (Legislation.Gov.UK, 2018). The data which the customers provide must be handled by the organisation crucially. The Equality Act of 2018, prevents discrimination in the workplace. Employees of any gender, place or religion must be treated equally in the workplace (Cole, 2020). 
[bookmark: _Toc108605472]Porter’s Five Forces
Threats from Competition (high): HSBC is one of the major financial institutions in the UK and has great market control all over the UK. However, the market share of HSBC is not as much as its rivals like Lloyd's, Barclays, and Royal Bank of Scotland, and the major banks control the market (Economics Online, 2022). This market is thus called oligopolistic and there is a complex monopoly in the supply of services. Since the financial sector is controlled by these major banks they pose great threats to each other. The companies are always trying to take the other company’s customers with great offers. Thus, it can be said that the threat from the competition is high.
Threat from New Entrants (low): The new entrants face difficulty while entering the oligopolistic market since there are several barriers. One of them is that they have to struggle a lot to get established as the established companies already control the rates and the prices that a financial institution offers. The financial institutions require huge amounts of capital which might turn out another barrier for the new entrants. Since the new entrants are facing these many barriers, they cannot compete against the already established HSBC, which poses a low threat to them. 
Power of Suppliers (high): The power of suppliers in the financial market is greater since the significant suppliers of banks are the employees and the depositors of the company. These two suppliers are the prime figures behind the financial sector and they pose a high threat to the bank. Of the depositors, the major companies or the individual who invest in the companies in huge bulk. These depositors are the ones who have a higher power of bargaining. The suppliers in the market can be rare since most of them are associated with financial institutions, getting another depositor can be tough for the bank so this poses a higher threat. 
Power of Customers (high): The switching cost of changing from one bank to another can be considered nil, although, a bank is not affected when one or two people change banks. However, in cases of mass change, the financial institution will be in great danger. The institution of HSBC holds back their customers with great moral values and vision along with their efficient services towards their customers. However, morales or vision are not enough to keep the customers loyal to the bank, and HSBC will have to cater to the needs of the customers. So the power of the customers is high.
The threat of substitutes (high): The financial sector has the least substitute products which can put the company at risk. However, there are substitute products for them and the prime one is Cryptocurrency (Senner and Sornette, 2019). It is said that Cryptocurrency is all set to replace fiat currencies in the future and the financial institutions will be without relevance. Another threat is from the different companies introducing their payment methods like Google Pay, and Amazon pay where they can store money and this has started to act as a substitute to the bank. Thus the threat from substitutes is high.  

[bookmark: _Toc108605473]Conclusion 
This report has discussed the global business environment and one such company which is operating its business globally is HSBC. The report has gone through an overview of the selected global business, about its profits, visions, implementations and mission statement. Then to assess the external and the internal factors that influence the operations of HSBC, the report has undertaken two different frameworks. the PESTEL is done which assesses the external factors and Porter's five forces assesses the internal factors. It was observed that the factors influence both directly and indirectly and the companies carry out their operations accordingly. 
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