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Executive summary 
The objective of this report is to critically assess the conditions of the business environment conditions in which Socotec UK operates. This report demonstrates and discusses the actual and potential implications of the various factors on the organisation. Using analytical tools and models, such as PESTEL, Porter’s Five Forces and SWOT, we can establish where the company currently sits within its current environment. We can see that Socotec operates across five continents and is a financially strong business. The operational risk to the business is low as Socotec offers a multitude of services over several business sectors. When we think of threats to a business, we often look at financial risk as this would have the biggest impact on business survival. Socotec uses its financial strength, size and operational reach to hold a secure place in the market, with aims to increase its size using acquisitions over the coming years. Analysis in this report shows that strengths and opportunities for Socotec outweigh the weaknesses and threats. As Socotec is about to enjoy a reduced financially risk, it can attract a high standard of employee. The key for Socotec will be the continual improvement of customer relations. With a large client base, it is vital that existing customers are looked after as well as there being a goal to attract new customers to the business. Customer retention is hugely important. 
It is important for Socotec to utilise all areas of its global business and share technology, processes and the things that work well. It must avoid operating in silos as this is where problems can occur. It may not always be possible given the nuances with international laws and regulations, but if it can operate as one entity as much as possible it will see rewards.  




Introduction 
Socotec UK is a leading provider of testing, inspection and compliance services within the Infrastructure, Environment, Building and Real Estate and Advisory sectors. For a business to operate successfully, thrive, and survive, it is important to critically assess the conditions of the business and the environment in which it operates. Socotec UK is part of the wider Socotec group that operates in 23 countries over the world, across five continents. As Socotec operates internationally, there are several factors that can affect the business, both positively and negatively, and there are actual and potential implications that must be considered and understood to mitigate any risk towards the business. This report will use tools to help analyse the competitive environment in which Socotec UK operates. As an international company this report will investigate issues including, but not restricted to, trade, international business, globalisation, economic indicators, political factors and cultural impact.

Background
SWOT Analysis
Understanding the business environment is central to a strategic planning process. Among the most important tools to facilitate such understanding is the SWOT analysis ([Hill and Westbrook, 1997], [Ying, 2010]). SWOT analysis is a commonly used method for analysing and positioning an organization's resources and environment in four regions: Strengths, Weaknesses, Opportunities and Threats (Samejima, Shimizu, Akiyoshi, & Komoda, 2006).  The main objective for a SWOT analysis is to increase awareness when making important business decisions, and to set out a business strategy. Strengths and Weaknesses are internal (controllable) factors that support and obstruct organizations to achieve their mission respectively. Whereas Opportunities and Threats are the external (uncontrollable) factors that enable and disable organizations from accomplishing their mission (Dyson, 2004). 
Socotec UK has many strengths as an organisation. The business provides multiple services over a variety of sectors. Covering a large number of services and sectors means that the business risk is spread out should any unforeseen events happen. Covid-19 is a good example of how one event can cripple an organisation if it relies on one or two services or sectors. Another strength of Socotec UK is that is currently has a strong financial performance, which is backed up by being part of a larger international business. In 2021, Socotec reached the symbolic mark of one billion euros in sales, i.e. a doubling in size in five years (Socotec, 2022). The business also brought on three new acquisitions from the Netherlands, Germany and France. Being an international business means that Socotec UK can also utilise skills, services and products from its business in other parts of the world. Having business operations all over the globe allows Socotec to share innovation and technology with all of its global sites, a real benefit for an international business.
Growth for businesses is vital, and one method that Socotec uses to grow is acquisitions. Although this could be seen as a strength, it should be noted that it could also bring issues so should also be considered a weakness. There are many examples where acquisitions have failed. This can be down to difficulties in merging operations, cultural integration issues or key people leaving a business. As a global business, Socotec must consider how it manages different regions using centralised operations and services. For example, the HR function in one country might need to operate differently to another because of cultural differences or maybe employment laws. This could be viewed upon as a weakness. Companies as large as Socotec do have significant opportunities which should be celebrated. These include potential improvements to the customer relationship culture and the customer service offering. With sites all over the globe, cultural differences can be used as a positive step towards improving a service and shared across the global network. A business the size of Socotec benefits from potentially attracting high quality employees. This in turn could have a positive effect on existing staff and staff development. Other opportunities that Socotec might expect are a stronger client base, a more competitive offering, and an improved global brand. 
For large organisations such as Socotec, global brand reputation is an important factor to consider strong corporate social responsibility (CSR) record is expected from these global brands (Holt, Quelch, & Taylor, 2004). A strong CSR policy can build confidence between a company and its stakeholders, but any instances that effect brand can build distrust and a lack of confidence from stakeholders and customers. 
The SWOT analysis can be a useful brainstorming tool to help with planning, however it has been criticised as it is suggested that it could encourage subjective views held by individuals affecting the desired strategic direction.
PESTEL Analysis
Socotec UK also must consider the external factors around the business that do and may affect it. A PESTEL provides a framework for analysis of the environment that a business operates. PESTEL analysis is used for strategic planning, marketing planning, new product/service development and research (Vasileva, 2018). A PESTEL analysis covers Political, Economic, Social, Technological, Environmental and Legal factors that may impact a business. 
As Socotec operates internationally, many political factors need to be considered. Globalisation is the word used to describe the growing interdependence of the world’s economies, cultures, and populations, brought about by cross-border trade in goods and services, technology, and flows of investment, people, and information (Peterson Institute for International Economics, 2018). Politics varies from country to country, meaning companies like Socotec can face challenges when operating internationally. Political factors often relate to laws and regulations enforced by governments to benefit their own agenda. There have been instances in the past when countries have imposed trade and financial sanctions on other countries. Examples of this include America’s trade embargo against Cuba in 1962 (U.S Department of State) and the imposed restrictions on Iran since 1979 (U.S Department of State). This means that any companies that have relations or transactions with these countries could face reputational damage or legal action. Wars, revolutions and changes of governments can have a significant effect on political factors for international businesses. 
Protectionism refers to government policies that restrict international trade to help domestic industries. Donald Trump famously introduced protectionism measures when he came to power in the U.S. by protecting domestic industries against foreign competition by means of tariffs, subsidies and import quotas placed on the imports of foreign competitors. 
Depending on what you read there are different viewpoints on whether Trump helped the U.S economy. A review undertaken by the BBC (2020) suggests that prior to Covid-19 the economy was doing well, which was a continuation from the Obama administration. Analysis shows that in the third quarter of 2020, GDP surged by 33% following a record fall because of the Covid-19 pandemic. Whilst Trump states that it is the biggest growth in the history of the country, it is actually the biggest quarterly growth. The stock market also continued growth under Trump, but again, this was a continuation from the Obama administration, same as the unemployment rate and the average wages. An article from Forbes (2021) states that the economists found a long-term decline in U.S. consumer well-being (or “welfare”) of 7.8%. “Our results show that the trade-war announcements caused large declines in U.S. stock prices, expected TFP [Total Factor Productivity], and expected inflation largely by moving macro variables, but also by causing declines in the returns of firms trading with China. We find that markets expect the trade war to lower U.S. welfare by 7.8 percentage points.” Total Factor Productivity (TFP) “is the portion of output not explained by the amount of inputs used in production,” as defined by the Harvard Business School.
The decline in stock market value caused by trade war announcements “amounted to a $3.3 trillion loss of firm value (equivalent to 16% of U.S. GDP [Gross Domestic Product] in 2019).” That is larger than the $1.7 trillion estimate in the loss of firm value in an earlier paper from the economists. Pettis (2021) writes that a January 2021 study commissioned by the U.S.-China Business Council (USCBC) claims that former president Donald Trump’s trade policies cost the United States 245,000 jobs. Based on this information it suggests that Trump’s protectionism has been detrimental to the U.S economy.
Market deregulation opens up markets to competition by reducing barrier that have been put in place. The goal of this is to expand market supply, encourage competition and push prices down for consumers. For Socotec, deregulation has several factors to consider. With less regulation on wages there is more chances of accessing employees at the market price rather than inflated wages caused by regulation. There will also be more flexibility when looking at working hours and contracts. Companies like Socotec can also benefit from technology improvement which can make working remotely or from home more accessible. This means that the business might have lower running costs if there are less offices and sites to operate with people working remotely. When we consider potential implications that Socotec could face we must consider that the business could face increased corporation taxes, issues with free trade depending on who and where they trade, and issues with global government policies if acts like protectionism are implemented.

Using the PESTEL tool it is possible to gain an understanding of economic factors that can effect businesses. Interest rates play a big part in how and where a business operates, and a big part in who a business operates with. The most  popular indicator of economic performance for a national economy or a specific industry sector that is used is the Gross Domestic Product (GDP) per capita. This is used to understand comparisons between various countries, and is measured at Purchasing Power Parity (PPP). GDP per capita is a practical measure, particularly for industries which are distinctly income elastic. Examples of such industries would include jewellery, construction, entertainment, tourism, betting, cosmetics, and various luxury items amongst others. In some other industries, demand remains more resilient to fluctuations in GDP. These would typically include staple foods, health services, and basic commodities (T.Sammut-Bonnici, D. Galea, 2014).
Exchange rates would play an important role for international businesses such a Socotec. Although exchange rates mainly apply when looking at raw materials, as Socotec operates over a number of sectors and services, these rates should be considered. A depreciation (devaluation) will make exports cheaper and exporting firms will benefit. However, firms importing raw materials will face higher costs of imports. An appreciation makes exports more expensive and reduces the competitiveness of exporting firms. However, at least raw materials (e.g. oil) will be cheaper following an appreciation (Pettinger, T. (2019). Socotec has multiple sites across the U.K. The UK is a leading trading power and financial center, is the third largest economy in Europe after Germany and France (CIA, 2022).
Socotec could potentially have economic battles with interest rates, exchange rates, inflation and employment rates
When we look at Social factors using the PESTEL tool, it is important to note the demographics in countries that Socotec UK operates with. The U.K has over 60% of its population at working age. This could indicate a good market for finding employable resource for a business. It is also valuable to note that attitudes to online activities have changed over recent years, with more people and businesses using the internet to navigate their way through life. This is most certainly linked with the ages of the population and that younger people are more open to emerging technologies. One social factor that Socotec has struggled with in recent times is recruiting qualified and experienced staff that are flexible to travel to undertake work. Whether it is a hangover from the Covid-19 pandemic, or just a natural shift in workers attitudes, there is a notable change to how employees want to work. Many people now want to work less, or work from home, or not travel much to undertake their roles. With this in mind, it is becoming increasingly more difficult for Socotec and companies like Socotec to service client contracts to the desired level. This change in attitude could also be linked to the age of the population. It could be said that older people have a different attitude to work and will have a flexible and hardworking approach than younger people who have entered the world of work where technology has made life easier for the population. Attitudes to working longer hours, travelling more and staying with companies for multiple years have changed. If people find themselves frustrated with work, they can look for new jobs at the click of a button on their phone. These attitude around working conditions would potentially be the biggest social issue that Socotec faces when trying to attract and retain staff in a competitive working climate.
Socotec relies on having the most up to date technological capabilities to enable it to remain competitive. There is somewhat of a slow uptake on emerging technologies in the TIC sector, and many benefits for companies working in this industry are not realised. Key benefits that are associated with technological advances are efficiency and cost saving. Socotec benefits from a large global reach, meaning that it has multiple avenues for discovering new technologies. Automating processes can prove highly beneficial for Socotec in terms of time and cost saving of aging processes. Socotec can get an advantage in the industry by focussing on implementing new technologies. Technology can be used to grow business and inform the wider world of its activities. The use of social media is commonly used to reach people across the world. In the U.K, over 50% of the population are between 15 and 54 years of age (CIA, 2022). This age range is shown to use social media most frequently (Statista, 2022). By using social media, Socotec is able to promote its business to a wider and growing audience.

Sustainability is becoming increasingly more important and a requirement for organisations due to changing attitudes across the globe. It is becoming vital for organisations to embrace sustainable business practices. Sustainability can be defined as providing for the present needs without compromising the needs of the future generations to meet theirs. It has three pillars: economic, environmental and social (Forbes, 2021). The Socotec business could be effected by several environmental factors, which could include natural disasters, climate and environmental policies. The recent Covid-19 pandemic showed the world that unstoppable events can significantly change the way a business is run, and how the world operates. Over the last century, there have been several environmental policies that have affected businesses and how they operate, such as the Clean Air Act 1993, The Endangered Species Act 1973, and The Montreal Act 1987. The reason that environmental factors are important for a PESTEL analysis is because how a business manages its environmental responsibility can have an impact on how customers see that business, and their willingness to use them. Defined broadly as ‘a commitment to improve well-being through discretionary business practices and contributions of corporate resources’ (adapted from Kotler and Lee 2005), corporate social responsibility (CSR) engages the global business world in a modern society that is conscious about the environment. Companies are allocating substantial resources to environmental and social initiatives, ranging from community outreach to environmental protection more than ever before. 
Socotec operates across five continents so legal aspects of the PESTEL analysis will be critical to understand so that the business does not find itself in trouble with a particular country’s laws. Consumer practices will vary country to country and so will the consumer laws. This can range from how products are labelled to information that a company puts out about its products and services online. Employment laws across five continents will have differences that employers will need to understand. Topics such as minimum wage, working hours, sickness, discrimination, right to work, trade unions and pensions will change from country to country, and Socotec needs to manage this effectively. Laws play a big part in how a business operates and where a business chooses to operate. Recent examples of cultural and legal differences between the Middle East and the West have been highlighted with the commencement of the Football World Cup.
Using SWOT analysis and PESTEL analysis Socotec is able to gain a relatively good understanding of where it is placed in terms of its own strengths and weakness, and how it evaluates the business environment in which it operates. Socotec finds itself in a strong position as it has the advantage of spreading risk across its portfolio of series and sectors, meaning if there is a dip in one service of sector, then other areas of the business will keep on going and the overall business is not at great risk. Understanding industry strengths and weaknesses allows a business to strategically plan and map out potential risks and opportunities ahead. 
Porter’s Five Forces
The five forces model of competitive advantage proposed by Michael Porter provides an interesting look at how an organisation can achieve competitive advantage in a particular industry by understanding five important forces of the industry.
Bargaining Power of Buyers relates to the powers applied by buyers on the business. In certain industries, buyers display high bargaining power, so if the industry has a low number of buyers who purchase large amount, these are considered influential in industries with high fixed costs. Buyers are also influential in instances where industry products are similar, and when the buyers do not face high switching costs. If vendors portray symptoms of high profitability, the buyer can integrate backwards and produce the industry products themselves (Porter, 2008).
The power of buyers can be negated by raising the switching costs for the buyer, by inculcating loyalty towards the brand or by differentiating the products, thus increasing the value-added and shifting the purchase decision to a product instead of a price-based decision. (Recklies, 2015).
Influential and large suppliers can achieve more value for themselves by charging inflated prices, reducing quality or services, or moving costs to industry participants. Influential suppliers can force the profitability out of an industry that is unable to pass on the cost in its prices, such as in the airline industry. (Porter, 2008). Suppliers display high influence, when there are less of them, offer varied products, and can plausibly threaten to integrate forward in the industry. An organisation can address this by outsourcing their requirements.
New Entrants into the market space put pressure on current businesses in the space to cut prices and profitability. These new entrants can potentially force entire businesses out of the market (Porter, 2008) , as in the case of Apple and Nokia, where the latter no longer has a significant amount of market share in the mobile phones industry (1%) (Spence, 2018).
The threat of substitute products and services is another factor that Socotec must consider. This refers to the competition that is created in the market by alternative products and when the buyer faces a choice between products that can potentially offer the same level of service. For example, one area of service that Socotec operates in is providing Fire Risk Assessments. There are a number of alternative players in the market that can offer a similar service, possibly utilising different technology, at a different price.
The level to which competitiveness forces down an industry’s profit potential depends on a few factors. Firstly, on the severity with and, secondly, on the terms on which organisations compete. These tend to be higher when there is slow development, or when there are a more competitors. They may also happen in circumstances when organisations are not able to interpret each other’ signals in the market. 
Porter Diamond Model
Diamond is a model developed by Michael Porter which is used by businesses to analyse the external competitive environment. Using the information from the Diamond model we can compare the strength of one business against another, and it also shows why some industries and sectors are more advantageous than others in a region. The model typically tries to answer two questions. Why does a nation becomes more competitive for a certain industry, and why are companies from one country able to sustain competitive advantage in a certain industry? There are four factors that determine national advantage, and two additional factors. These factors are Factor Conditions, Related and Supporting Industries, Demand Conditions, Firm Strategy, Structure and Rivalry, with Government and Chance as the additional factors. 
Factor conditions would include things like human resources and advanced resources like skilled labour. Socotec would rely on human resources and skilled workers to enhance its business. Demand conditions would rely on home market demand. For a business like Socotec this would be quite an important factor and advantage as it operates in 23 countries. The more demanding home markets are the greater the pressure is on companies to improve. 
Related and supporting industries mean that the success of one industry can be dependent on the success of other related industries, so things such as information sharing can lead to new products and services for Socotec. 
To be competitive, strategy is important, corporate structure is important and competition is important. Socotec has the benefit of these things, which is why it is excelling in its sectors. There are criticisms of Ports Diamond model in that it typically only applies to developed countries, not all businesses that use the model are successful and it is not clear how the model applies to the service industry. You could argue that many of the Socotec services are relevant to the service industry.

Conclusion 
From undertaking the analysis on Socotec UK, there are several strengths and opportunities that the business can have confidence in which would allow for a secure future within the environmental conditions that it operates in. It has been establish that due to the size of the business and its global reach, the potential economic risk that the business faces is mitigated given that it delivers multiple services across multiple sectors. If one sector or service undergoes difficulty, the risk to the business is reduced as the business operation is spread over multiple disciplines. The financial position of Socotec across the globe means that it can have confidence that it can survive any economic or global threats that it might face. Being financially strong allows for a good reputation and gives confidence to clients and staff that the business can continually operate. Financial strength is also a key factor in attracting top quality employees so being able to offer higher wages and stability is a big opportunity that Socotec can take advantage of. A financially strong business represents less risk to shareholders and this can also help increase the share price. This poses an opportunity to gain more investment from external entities and in turn providing more financial stability. Financially stable companies like Socotec are preferred options for banks than unstable companies. A financially stable company that looks to get a bank loan can potentially get lower interest rates. Being a financially string business will attract more suppliers looking to work with them. There is less risk for the supplier, and the financially strong company can negotiate better terms. A big organisation like Socotec is able to utilise and take advantage of its buying power and can negotiate better purchasing arrangements.
Having business operations spread across the globe means that Socotec can utilise resources from other areas of the business and other countries. Having market leading technology is a key factor for businesses in getting a competitive advantage. Socotec can use its reach as an opportunity to get better technology integrated throughout its business, meaning the whole business can benefit and improve. Better technology means better business operates, and better operation means that there is an opportunity to further enhance customer relations. Customers will stay with businesses longer and spend more money if they have confidence that they are getting a good, consistent service.
Socotec is in a string and healthy position for a business that is looking for continued growth and market share. The business has control of risk allowing for a high degree of security over future operations. The business can attract high calibre employees and clients, and also retain existing clients. The business should focus on retaining and developing those existing clients to further strengthen their key clients and customer relations.

Recommendations 
Recommendations need to specific, measurable, attainable, realistic and timely. In this report we have discussed the importance of customer service and customer retention. Customer service can be measured by way of surveys as well as financial information. It is recommended that Socotec undertakes continued customer service surveys to measure the satisfaction levels of customers as it is easier to keep existing customers than to find new customers. Set timeframes would be recommended to undertake these measures to continually monitor business performance.
This report outlines the importance of Socotec sharing technological advances with the wider business. By setting up focus groups or dedicating global technology teams, Socotec can gain greater understanding of the technology that is really benefiting its business and share it across the global network.
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