[image: ]

Student Name: Jasmine Kaur
Student Number: 2222522
Module Name: Global Business Environment
Module Code: LCBB4005
Assessment Title: Coursework: Essay
Lecturer: Dr Hoang Dang Nguyen
Date of submission: 28/08/23
Word count: 2726 (Excluding Reference)












Global Business Environment


Table of Contents
Introduction	3
Introduction to South Africa	4
Business Environment Theories	4
PESTEL Analysis	5
Porter's Diamond Model	6
Value Network Analysis	8
Porter's Five Forces	9
Hofstede's Cultural Dimensions Theory	10
Strategies and Recommendations	12
Conclusion	12
Reference	14




[bookmark: _Toc143638446]Introduction
International commerce is increasingly crucial to economies and enterprises in today's linked globe. Businesses worldwide must grow abroad to find unexplored markets, resources, and opportunities. UK-based British American Tobacco is exploring a substantial expansion into a growing South African country. Multinational enterprises try to expand and diversify beyond their home markets, as seen by this development. Global business involves various complexities, risks, and opportunities.
International business strategy demands market understanding. Understanding external elements that may impact a company's operations is vital. Works for political, economic, social, technical, legal, and environmental PESTLE analysis. Every PESTLE factor may affect British American Tobacco's South African growth. External influences need ongoing observation and adjustment. Beyond PESTLE, Porter's Diamond, Value Network, Five Forces, and Hofstede's Cultural Dimensions complicate corporate settings (Tien et al. 2019). Porter's Diamond examines how a nation's factors, demand, supporting industries, and business strategy affect a company's competitiveness. It encourages a holistic approach where every aspect of a nation's environment affects business.
Global business partnerships need strategic organization. This method requires global market opportunities and obstacles. Evaluate market access, product adaptability, supply chain management, and cultural sensitivity. This corporate governance system promotes ethics and openness. Local directors may assist Business American Tobacco in obeying federal regulations. Market research is needed to design goods and services for local demand. Cultural awareness is essential for organizational planning (Aguilera & Grøgaard, 2019). Know the rising nation's culture and practices to build trust, respect, and cooperation. Cultural awareness and corporate inclusion are essential. Business American Tobacco will study emerging national problems and establish global success tactics.
[bookmark: _Toc143638447]Introduction to South Africa
British American Tobacco wants South Africa, the second-largest and second-most-populous country. Multinationals extend to South Africa's rich culture, natural riches, and increasing middle class. South Africa is vast from the Mediterranean to the Cape of Good Hope. Its geography includes enormous deserts, rich rainforests, savannahs, and majestic mountain ranges (Visser, 2020). About 2,000 languages, nations, religions, and traditions exist. Youthful South Africa is demographically promising. More than 60% of its population is under 25, suggesting a burgeoning workforce that may enhance economic growth and innovation. South African cities are growing in entrepreneurship and consumer demand due to rapid urbanization, education, and technology.
The South African economy changed. South African agriculture and commodity countries engage in telecommunications, banking, and manufacturing. Nigeria, South Africa, and Kenya are Africa's fastest-growing economies. British American Tobacco likes South Africa's market. The expanding middle class with discretionary wealth drives cigarette sales. The South African Country Free Trade Area (ACFTA) will establish one of the world's biggest marketplaces in 2021, lowering trade obstacles and increasing economic possibilities. South Africa's business environment is challenging. Political turmoil, corruption, and poor infrastructure may plague foreign enterprises. The national regulatory environment is complicated. One must comprehend each South African country's business climate to tackle these difficulties. British American Tobacco must be adaptable, culturally sensitive, and clever to succeed in this lively country.
[bookmark: _Toc143638448]Business Environment Theories
British American Tobacco must employ business environment theories to expand into South Africa. These ideas provide models for understanding and navigating the South African market.
[bookmark: _Toc143638449]PESTEL Analysis
PESTLE analyses may help British American Tobacco evaluate macro-environmental issues that may affect its South African growth (Nandonde, 2019). This comprehensive framework incorporates Political, Economic, Social, Technological, Legal, and Environmental factors that affect British American Tobacco's strategic decision-making in this varied and dynamic country.
Political
Political conditions in South Africa range from stable democracies to war zones. British American Tobacco must understand politics to develop. Nigeria, South Africa's largest market, has seen election-related unrest. Volatility may impact operations (Matović, 2020). To control political risks, British American Tobacco should identify threats and create government partnerships. British American Tobacco should monitor tobacco industry legislation developments in South Africa, which may limit tobacco promotion and sales.
Economic
South Africa's economy is fragile due to commodities dependence and global price swings. The company requires flexible financial and risk management. Currency depreciation also affects company profitability (Christodoulou and Cullinane, 2019). Currency hedging may help British American Tobacco manage currency rate risks. Uneven income distribution in South Africa may affect British American Tobacco pricing. Creating products at various price points for different income groups may succeed.
Social
The South African social milieu is diverse. British American Tobacco disrespects local traditions due to its over 2,000 languages and ethnicities. Each South African nation has tobacco policies. North-South African and Sub-Saharan South African smoking rates may vary (Matović, 2020). To thrive, the corporation must do significant market research to adjust its goods, packaging, and marketing to local tastes and cultures.
Technological
[bookmark: _Hlk144148370]South African countries have different technology infrastructures. Some nations have excellent telecommunications and internet connections, whereas others lack infrastructure. In technologically advanced areas, British American Tobacco should use digital marketing (Amador-Mercado, 2022). British American Tobacco may also adapt to each country's technology by investigating local manufacturing options.
Environmental
Environmental sustainability is growing worldwide, including in South Africa. South African customers are increasingly concerned about product and company environmental effects. British American Tobacco should implement eco-friendly production procedures to follow this trend (Amador-Mercado, 2022). This might include energy conservation, trash management, and ethical sourcing.
Legal
Legal navigation is vital for British American Tobacco. Tobacco regulation in South Africa is complicated and changing. There may be advertising limitations and significant health warnings on packaging (Vojinović, Stević, and Tanackov, 2022). British American Tobacco must follow local legislation to prevent legal issues. Maintaining a solid legal position requires local legal professionals and legislation updates.
PESTEL
Analysis

Figure: PESTEL Analysis
Source: (Self-created)
[bookmark: _Toc143638450]Porter's Diamond Model
Porter's Diamond model helps explain a nation's competitive edge and how it may affect British American Tobacco's growth in South Africa. This model includes Factor Conditions, Demand Conditions, Related and Supporting Industries, and Firm Strategy, Structure, and Rivalry (Tsai, Chen, and Yang, 2021). When applied to British American Tobacco's South African growth plan, it shows all the elements that might affect its competitiveness.
· Factor Conditions: British American Tobacco South Africa grows via tobacco production and distribution. British American Tobacco has several South African advantages. Many South African countries have large, low-cost manufacturing and distribution workforces (Namburete, 2023).  Product quality and efficiency may need personnel development and training due to talent shortages. British American Tobacco uses tobacco leaves, which vary by climate and agriculture in South Africa. Basic material supply networks must be trustworthy for British American Tobacco.
· Demand Conditions: South African demand pushes British American Tobacco. South African urbanization, middle-class growth, and consumer preferences favor British American Tobacco. Sales of cigarettes rise with discretionary money. The company must serve South African customers (Afzal, Lawrey, and Gope, 2019). British American Tobacco may need to sell smokeless alternatives in North South Africa, where smoking is forbidden. British American Tobacco may encourage traditional tobacco in sub-Saharan South Africa, where smoking is higher.
· Related and Supporting Industries: South African tobacco firms may help British American Tobacco compete. British American Tobacco may increase supply chain efficiency by building excellent connections with local suppliers, package makers, distributors, and retailers (Li, Albattat, and Tham, 2023). British American Tobacco may use these local organizations to assess market trends and customize its goods and marketing to local tastes. It might benefit from local businesses' experience and resources.
· Firm Strategy, Structure, and Rivalry: In South Africa, British American Tobacco must adjust to local competitors and market conditions. South African tobacco businesses are local and multinational with distinct market shares (Tirumalaisamy et al. 2023). British American Tobacco needs brands and innovative marketing to attract South Africans. The corporation must adapt to South African markets. Redistributing decision-making to regional offices may localize it.
· 
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Related and Supporting Industries


 


Figure: Porter's Diamond Model
Source: (Self-created)
[bookmark: _Toc143638451]Value Network Analysis
British American Tobacco optimises South African tobacco market collaboration through Value Network analysis. Non-supply chain value creation and distribution for British American Tobacco. British American Tobacco must adopt a Value Network perspective to flourish in South Africa's diversified business environment. The British American Tobacco value network utilises local suppliers, distributors, retailers, and stakeholders (Bammann, 2019). The British American Tobacco should carefully build these links to enter South Africa. British American Tobacco may compete with local partnerships. Local tobacco leaf, packing, and manufacture. The cooperation may help British American Tobacco ensure a consistent raw material supply and lessen its foreign dependency. Working with local distributors and merchants utilizing its market expertise and distribution networks helps the firm reach more consumers. British American Tobacco enters and adapts local markets via collaborations.
Market insights may come from value network partners. Local firms know culture, laws, and customers. With this intelligence, British American Tobacco can customise its products, marketing, and price to local demand. Adaptation may boost brand loyalty and consumer satisfaction. Local research institutes and associations may assist British American Tobacco make decisions. Value network corporate social responsibility may boost British American Tobacco's image and community participation (Ishimoto et al. 2020). British American Tobacco engages in local education, healthcare, and sustainability to connect stakeholders. British American Tobacco's South African regulatory, public, and corporate citizenship improves. Dynamic British American Tobacco needs development and transformation. Regularly assess network partner performance, bottlenecks, and improvements. British American Tobacco will flourish in South African tobacco by building these relationships and adapting to market developments.
[image: Value network analysis and value conversion of tangible and intangible  assets | Semantic Scholar]
Figure:  Value Network Analysis
Source: (Jabbar et al. 2021)
[bookmark: _Toc143638452]Porter's Five Forces
Porter's Five Forces is used by British American Tobacco to study South African tobacco market rivalry. Knowing the five key factors that affect industrial competitiveness helps British American Tobacco create successful strategies in this vast country.
· Threat of New Entrants: Several variables affect new South African tobacco market entrants' risk. South Africa's young and increasing middle class make the market attractive, but entry is challenging (Mugo, 2020). These include regulatory complexity, expensive production and distribution infrastructure capital requirements, and British American Tobacco brand dominance. This deters newcomers since British American Tobacco has scale economies. British American Tobacco should brand and distribute to stop newcomers from competing.
· Bargaining Power of Suppliers: The bulk of tobacco merchants sell leaves. Although South African suppliers' negotiating strength varies, British American Tobacco utilizes premium tobacco. British American Tobacco stations with strong relationships with tobacco producers provide a consistent supply (Hussein and Muchemi, 2019). Crop quality and price fluctuations affect supplier power. British American Tobacco might reduce this by partnering with local farmers and diversifying its suppliers. These strategies may boost negotiation leverage and lessen supplier dependence.
· Bargaining Power of Buyers: Price sensitivity, customer preferences, and alternative availability affect South African cigarette buyers. Brand loyalty and product diversity reduce buyer power, but British American Tobacco must monitor local markets (Isabelle et al. 2020). British American Tobacco may need to lower pricing or provide cheaper solutions in price-sensitive areas. Regional buyer strength and marketing and price customization drive British American Tobacco's success.
· The threat of Substitutes: The tobacco business confronts competition from smokeless tobacco and e-cigarettes (Mugo, 2020). British American Tobacco should constantly watch customer choices for e-cigarettes in South Africa, where health concerns are rising. British American Tobacco may broaden its product offering with smokeless alternatives or invest in tobacco-related technology to meet this danger.
· Competitive Rivalry: Local and global South African tobacco firms. Local companies who know local markets may challenge British American Tobacco. Local competitors circumvent fragmented restrictions more easily (Hussein and Muchemi, 2019). British American Tobacco must establish a strong brand, use local consumer-friendly marketing, and adapt to changing competition to succeed.

Figure: Porter's Five Forces
Source: (Self-created)
[bookmark: _Toc143638453]Hofstede's Cultural Dimensions Theory
Hofstede's Cultural Dimensions helps British American Tobacco comprehend South Africa's varied cultures. This paradigm posits six traits that influence how individuals and society approach life, including work and business. British American Tobacco requires these traits to engage with various South African consumers, staff, and stakeholders.
Power Distance
South African nations generally adopt hierarchical organizations with various power distances. British American Tobacco must adopt local organizational and communication standards (Fullerton, van Tonder, and Lee, 2023). In high power distance cultures, decision-making may be centralized, whereas, in low power distance cultures, participation may be encouraged.
Individualism vs. Collectivism
Individualism or collectivism determines South African countries' preferences for social harmony or personal independence. British American Tobacco needs to adjust its marketing and management. Community ideals and social responsibility may resonate in a collectivist society, whereas personal choice and autonomy may reverberate in individualistic ones.
Masculinity vs. Femininity
British American Tobacco branding and product positioning may be influenced by culture's masculinity or femininity (Djamen, Georges, and Pernin, 2020). In masculine nations, British American Tobacco may promote strength, accomplishment, and competitiveness, whereas, in feminine civilizations, compassion and quality of life may be prioritized.
Uncertainty Avoidance
Society's tolerance for ambiguity and uncertainty is seen here. In markets with high uncertainty avoidance, British American Tobacco should give unambiguous and predictable product information. In lower uncertainty avoidance cultures, more experimental and flexible techniques may be used.
Long-Term vs. Short-Term Orientation
South African civilizations may value tradition or change differently. Corporate social responsibility and marketing should reflect the cultural goals of British American Tobacco. Historical roots may appeal to long-term civilizations, while innovation and fast adaptability may appeal to short-term ones.
Indulgence vs. Restraint
Cultural values of pleasure and temperance affect consumer behavior (Attah-Boakye et al. 2020). In high-indulgence cultures, British American Tobacco may emphasize pleasure and satisfaction, whereas, in a restraint-oriented society, health issues may work better.

Figure: Hofstede's Cultural Dimensions Theory
Source: (Self-created)
[bookmark: _Toc143638454]Strategies and Recommendations
South African company requires PESTLE analysis, Porter's Diamond, Value Network, Porter's Five Forces, and Hofstede's Cultural Dimensions for British American Tobacco. British American Tobacco should consider these South Africa expansion ideas.
· Market-Specific Adaptation: British American Tobacco should succeed in South Africa using PESTLE and Hofstede's Cultural Dimensions. By adapting its goods and marketing to each African country, British American Tobacco can show its dedication to local culture and client preferences. This customized approach will boost British American Tobacco's market penetration and demonstrate its cultural sensitivity.
· Local Partnerships: Value Network research suggests British American Tobacco actively cooperate with African manufacturers, distributors, and retailers. By working with these organisations, who have market experience and established distribution networks, British American Tobacco will strengthen its regional competitiveness and market reach.
· Regulatory Compliance and Government Relations: The PESTLE analysis shows a complicated political and legal climate, requiring British American Tobacco to build strong government relationships and ensure regulatory compliance. Local legal experts and trade organisations can assist in negotiating complex laws and maintain regulatory compliance.
· Brand Building and Differentiation: Porter's Diamond and Five Forces should help British American Tobacco build a unique brand. British American Tobacco may compete in South Africa by prioritising product quality, pioneering marketing, and establishing a captivating brand story. This method increases market share and prevents competitors.
· Cross-Cultural Training and CSR Initiatives: Employee cross-cultural training should align with Hofstede's Cultural Dimensions to promote cultural awareness and successful communication. Business strategy should also include CSR efforts. Addressing local social and environmental issues will boost British American Tobacco's image and benefit local communities.
[bookmark: _Toc143638455]Conclusion
British American Tobacco's South Africa growth is exciting and challenging. South Africa is the third-largest nation with significant market potential due to its growing middle class, youthful population, and changing consumer preferences. This project requires knowledge of South Africa's cultures, regulatory structures, and competitive dynamics. British American Tobacco's South Africa growth is exciting and challenging. South Africa is the third-largest nation with significant market potential due to its growing middle class, youthful population, and changing consumer preferences. This project requires knowledge of South Africa's cultures, regulatory structures, and competitive dynamics. British American Tobacco's supply chain efficiency and market access will increase through local cooperation and CSR efforts. British American Tobacco must innovate and adapt to consumer trends to compete in a fast-changing sector. These strategies may position British American Tobacco for long-term success in South Africa as a profitable company and good corporate citizen contributing to socio-economic development. British American Tobacco can compete in South Africa and enhance its communities through diligence, cultural knowledge, and commercial abilities.
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