

Student no : 2030081
Student name : Luiza Georgiana Lisac


Programme: BA Business Management
Module: The Global Business Environment
Module code: LCCB4005
Assessment 2 Environmental Analysis of an industry



 

Table of Contents

 
Introduction:
The balance in global economy is returning back as the businesses are reopening. Constant vaccination programs removing the fear from the human minds and the consumers are returning back. However, the aftershock of the pandemic is still affecting the business process and economy. Lots of precautions making the business processes time consuming and costly. The assignment is going to discuss about the factors affecting the global economy and the changing features of the international business.


 

Understanding the changes in global business environment
The Covid19 pandemic has disrupted the world economics and pushed the whole world towards a deep recession. The shopping trends and market behaviour is changing. Technology is taking the major role in a business process. 
These changing business trends are creating some major forces which are leading a prominent role in global business environment.
Uneven economic recovery:
The Global economy is recovering on a regular basis. The recovery rate of economy is not same for all the countries around the globe. The difference in vaccination programs speed, infection control efforts and number of new infection rate is affecting the rate of economic growth (Loayza et al, 2020). 
Increasing debts:
The public debts are increasing in all countries around the world. The growing and developing markets are facing a formidable challenge due to the huge financial requirements (Abuselidze, 2021). The sharp increase in debt is compelling the governments to lower the spending. From this scenario the countries like India, Brazil and South Africa will sense the negative effect after pandemic. 


(Abuselidze, 2021)
Globalisation:
Pandemic has provided a vulnerable challenge to the global trading. The critical supplies like medical supplies structure improved but the global exports took a massive drop (Sułkowski, 2020). The logistics and supply chain were hugely disturbed by the strict lockdowns. The transformation of globalisation after the pandemic will decide the fate of global retailing, manufacturing and customer landscape. 


(Sułkowski, 2020).
Increased value-added activities:
The developing economy is continuously shifting towards value added activities. The consumers spending habit preferring the service industries like hospitality, education, retailing and finance. The technological progress of e-commerce platform is helping the service industry to stay profitable by reducing the cost. 
Changing boundaries of the new market:
Despite of increasing financial need the developing economies will present valuable contribution in global GDP increment. Till the year 2040 the 75% contribution will be generated from the developing markets (Eichengreen, 2021). 


(Eichengreen, 2021)
The Asia Pacific region is showing the best potential Purchasing Power Parity (PPP) in this upcoming time as the middle-class consumers are raising in this region (Eichengreen, 2021).
Global environmental analysis:
PESTEL analysis: The PESTEL analysis provides an insight of the macro-environmental factors related to the market. The analysis is discussed below:
Political Factors:
· Diplomatic frictions among the major economies are affecting the foreign trades.
· The trade agreements such as NAFTA, ASEAN and EU are offering favourable trading terms among the members but not so favourable for the non-members (Minghui, 2021). 
· Political involvement and corruption are playing a major role in the global business.
Economic Factors:
· The Covid19 pandemics and strict lockdowns created a great economic disturbance.
· The buying power of the customers has decreased. 
· A sharp increase in the number of personal debts can be noticed.
Social Factor:
· The rising potential of the middle class buyers changing the marketing style.
· Pandemic situation has decreased the productivity and increased a shortage of talent (Eichengreen, 2021).
Technological Factor:
· Shopping is becoming more technology oriented rather than physical stores.
· Raising e-commerce technology and secure online money transferring systems are becoming beneficial for the MNC’s (Torres de Oliveira et al, 2020).
· Global traders are adapting advance AI and machine learning technologies to provide a better customer friendly and cost-effective services.
Environmental Factors:
· The instability of global climate is affecting the retail business and service sectors. It is affecting a negative impact on the seasonal services and products consumptions. 
Legal Factors:
· The changing taxation policies of the countries around the globe are providing challenges for the global trading. 
· MNC’s are facing legal problems due to the differences in local labour laws, minimum wages and employee safety acts.
Porter’s Diamond:
The Porter’s Diamond theory can be used to analyse the competitive advantage of nations. The four elements of Porter’s Diamond are discussed below:
Firm strategy: 
· Technological innovation is presenting new opportunities to the global market to improve services and make them more customers specific and cost effective.
· A market assessment is necessary to understand the changed market demands.
Conditional factors:
· Technological advancement will help the global business to solve customer’s problems with innovation and creativity.
· Customer specific digital marketing strategies will provide a definite upper hand to the industry (Olson et al, 2021).
Support to the industry:
· The e-commerce platform and digital money transferring systems are offering greater support the businesses.
Demand factors:
· The raising potential of the middle class buyers are demanding the focus over volume business as China is doing.
· The demand of investment in technological improvement is increasing.
Value Network analysis:
Value network analysis provides an evaluation of the factors adding value or benefits to the network. Value network analysis can be done for the internal factors or external factors.
Internal factors:
The employees are the most essential internal assets of a business organisation. The strategy a company takes to attain its employee needs regulates the employee wellbeing and productivity. A better employee retention rate attracts better talents, increase reliability and sense of responsibility (Shanock et al, 2019).
The focus on CSR activities helps a company to improve their brand image among the population. Some customers always prefer to buy from a company which is socially and environmentally responsible.
External factors:
The innovative strategies and creative thinking are added advantage of global business. The customers prefer a creative solution of their problems. Innovative business process is necessary for the business development and reduces expanses simultaneously. A careful market assessment is a crucial internal factor to improve business problems.
A better choice of suppliers helps a company to attain a better profit margin. The global traders should consider all the potential option before choosing one. 
A transparent relation with the stakeholders like investors, partners and shareholders is necessary for business development as both the parties have similar intentions (Shanock et al, 2019). 
Porter’s five forces: 
Porter’s five forces consider the broad external factors and determine the competitive benefits of the business. 
Industrial competitions:
Competitive environment reduces the profit margin. The global traders should invest in the less crowded sectors to attain growth. 
New entrants:
The new entrants in the market increase the competition. They can easily provide best value to the customers and transfer the controlling power to the customers.
Supplier’s power:
A global trader should consider all the options before choosing a supplier. More supplier options provide company a stable supply chain and the power of negotiation (Shanock et al, 2019).
Customer’s power:
Customers buying potential indicates a healthy environment for the business. The negotiation power of the customers decreases the profit margin. A larger customer base extends the negotiation power of accompany.
Threat of substitute:
The presence of substitute products or services in market generates threat for the future of a company. A company can impose more favourable terms and better prices when there are less or no substitutes available. 
Reasons for international trading:
Less dependency on local market:
International trading helps a company to reduce the pressure of local economic situation and competition.  At the same time a company can improve their customer base and brand value by the international trading.
Improved success chance:
A careful investigation of foreign market and providing necessary products or services which would be appealing for the local customer of that territory, improves the chances of success for a company. As per UK Trade and Investment (UKTI) a company has 12% better chance of survival fi they invest in international trading (Royles, 2017).
Improves productivity and efficiency:
International trading develops the efficiency of a company by improving the infrastructure. International trading requires a specific qualities and appeal to get acceptance in the foreign market. A company need to improve their efficiency to reach those acceptance criteria. 
Economic improvement:
A company can reach unlimited number of customers with the help of foreign trading. This situation improves the company’s power of negotiation and imposes more favourable terms or prices. 
Innovation:
Every company involved in international trading requires innovative and creative approaches to satisfy a wide range of customers. The product or service the company is providing should be appealing, satisfactory and equally affordable (Buchinskaia et al, 2019). 
Growth:
International trading opens the opportunity to satisfy a large number of customer bases. A better product or service which satisfies the customers leads a company towards better future growth. 
Understanding the current international economy:
Emerging market trends:
· The digital payment services are reshaping the new market trends and helping the e-commerce platform to increase the market frontiers. The digital wallet and online payment systems are boosting the international business (Adrian et al, 2019).


(Adrian et al, 2019)
· The development of mobile technology induced a sharp rise in internet use. The e-commerce is largely depending on this platform. 
· The pharmaceutical market and the markets related to medical equipment have experienced a huge growth.
· A rapid raise of the financial services such as financial exchanges, insurances can be notice in these days (Agur et al, 2020). 
Micro-environmental factors:
· Customers are the most important micro-environmental factor. The economic shock aroused due to Covid19 pandemic decreased the buying power of the potential customers. This situation posing a threat to the emerging markets. 
· Skilled workers are works as assets of a company. A skilled worker improves the efficiency and workforce of a company. 
· A better supplier base provides a company a better position in terms of negotiation power and supply assurance. An efficient supply network provides a better inventory structure. 
· Market competition decreases the profit margin of a company. A company should improvise a better marketing strategy to stay ahead in the market competition (Shanock et al, 2019).  
Macro-environmental factors:
· Better interest rate signifies better return on investment. Higher interest rates indicate the strength of the economy. 
· Rapid growth in inflation rate indicates an unhealthy economic environment. Higher inflation decreases the profit margin as the return on investment decreases (Meyer et al, 2021).
· The fiscal policy taken by the large banks and government agencies determines the flow of currency. The fiscal policies help a company to estimate the profit margin. 
· The better growth in GDP increases the buying power of the consumers and provides better investment opportunities.
· Favourable trading policies provide better business opportunities for the international traders.
Short-term changes:
The recovery of the economy is not happening equally across the globe. The speed of vaccination and health infrastructures are regulating the economic recovery process. A quarterly reporting of finance will be more appropriate to track the financial progress in this current situation (Meyer et al, 2021). 
The inflation rate and interest rate is considerable information before allocating resources and funds in foreign markets. The fiscal policy of local government is also needed to be considered before investing in foreign locations.
The buying power of potential consumers had decreased due to the economic disturbance and unemployment. As the economy is recovering the buying power will also return back. 
Long-term changes:
The technological preference was increasing since a long time but the lockdown restrictions and fear of contamination provided e-commerce the leading role in business. This preference will put a long-term effect on the digital transformations of the business processes. The e-commerce platform and digital money transfer system will shape the future of the organisations (Meyer et al, 2021). 
The traditional structure of business will change. Companies will take computed risks, follow the predictions and the use of most recent digital innovations will be increased. The manufacturing and service industries both will be digitally reformed.
The supply chain process will be reconfigured. Policies will be evaluated to make the supply network more sustainable. 


The long-term environmental changes
(Meyer et al, 2021)
Features of the current international economy:
· The market is more technology driven.
· More customer centric marketing style and customer friendly services.
· The business processes are structuring with more automotive technologies and less human involvement
· Health and safety measures are mandatory requirements for every business process.
· Developed supply chain management (Meyer et al, 2021).
· Careful assessment of business environments before processing an investment.

 

Conclusion:
The changing market structure will provide better growth opportunities to the brands and companies willing to invest in this new market trend. This assignment has discussed how the recent pandemic situation affected the global trends and how the companies are changing their business styles to adapt the changing habits. The business approaches became more customer specific and technology driven. The assignment has also discussed about the macro-environmental factors and the current trends in international business.
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