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INTRODUCTION

Each international organization controls its own actions. But organizations do not survive in a vacuum. The international business environment influences what strategy, policies, and tactics should be adopted to achieve the goals and sub-goals of the organization. To assess the strength of the impact of the external environment on the enterprise, it is necessary to divide the influencing factors into separate groups at the macro and micro levels. The group of macro factors includes political, social, economic, technological, legal, and cultural, as well as those of business ethics and morals.                                                                           This report will show one of the largest English service companies operating internationally in the UK & Europe, North America, Asia Pacific, and the Middle East. This is Serco Group plc. The purpose of the report is to discuss and make a critical analysis of the impact of the global business environment on the Serco business, using theories for analysing the business environment like a PESTEL analysis for the external environment and Porter’s Five Forces for internal/competitive environment. The report will evaluate the impact of these factors on business and provide recommendations for the Serco Group. 
















COMPANY OVERVIEW

Serko Group AD is a leading company in the provision of public services in the field of transport, immigration, justice, defence, healthcare, and other services. The company employs more than 50,000 people in more than 30 countries in the UK, North America, Asia, the Pacific, Europe, and the Middle East. The services that a company provides are often crucial to the nations it serves. The company provides various engineering services to industrial and government clients in the UK and 34 other countries
In 1929, the Radio Corporation of America (RCA) founded its subsidiary in the UK (RCA Ltd), and this was the beginning of Serco. This company serves the fast-growing film industry in the UK. In the late 1950s, the company supplied fairings for the early warning system for flare missiles at RAF Flyingdale in Yorkshire. RCA Ltd. won a contract for the maintenance of the system. In 1985, General Electric took over RCA Ltd. and was bought out by the local leadership. Then it changed its name to Serco in 1987, the following year it was listed on the London Stock Exchange. Serco provides services to the private sector such as Marks and Spencer, and British Aerospace, however almost half of the group's turnover comes from the U.K. Ministry of Défense. In 1989, Serko's branches appeared in Asia and the Pacific. In 1991, the company took over the management of several NHS hospitals, and Serco acquired Community Leisure Management, thus entering a new market. Later, Serko together with European Handling Management created a joint company Serair, which deals with the support of airlines. In the mid-1990s, the company entered the North American market. In 1996, Serco and two other companies won a 15-year contract to establish a helicopter pilot training school for the British military.
 In 2005 Serco acquired RCI (Resource Consultants Inc), improving its development in systems engineering, and IT services. In 2008 the company acquired SI International in North America. 2019 Serko acquires Alion Science and Technology's naval systems business unit. Recently in 2021, Serco acquired Whitney, Bradley & Brown, Inc., as a continuation of services to the Department of defence.


MAIN DISCUSSIONS


No matter what the activities of an organization are, it does not exist in a vacuum. There are usually competitors, the organization must comply with international and national regulations, local regulations, and controls. The other thing that affects the business is the constantly changing technologies, as well as the change in customer preferences. The business environment has an enormous impact on organizations, often leading to profound consequences. The word environment is the sum of all external forces influencing the activities of the organization. 
“The changing international scene, with its powerful interests, has an enormous impact on the operating activities and strategies of many organizations.” (Brooks, Weatherston, and Wilkinson, 2011)
PESTEL ANALYSIS
The main environmental factors that affect the business of an organization are political, economic, social, technological, legal, and environmental. One of the tools for analysis is PESTEL, which allows for an in-depth analysis of their impact on the organization. This analysis can help Serco Group Pls to identify external environmental factors for developing a strategy that will allow the business to manoeuvre successfully with the competition, increasing the company's opportunities for profitability and sustainability. The report will analyse the influence of the environmental factors on the business activities of Serco PLC.
Political factors.                                                                         
The existence of business is linked to policy decisions on legal frameworks, competition policy, the environment, trade and investment policies, consumer protection, financial regulations, and others. These decisions are taken by governments (national and local) and international institutions. They are taken at different geopolitical levels such as global, national, and local. The presence of Serco Group Plc. on the international market makes the company sensitive to changes in the political environment in individual countries. 
[bookmark: _Int_y7jLTnkk]To succeed in this dynamic international environment, the company must diversify systemic risks. The growing instability in the international political environment is affecting the gold industry and may reduce the growth opportunities for Serko Group. Political instability in a country and changing government policies increase the uncertainty of the environment. This is important for Serco because the government can change the priorities for the development of various industries. Bureaucracy has a negative impact on the business. Corruption is another factor that impact the business perspective. If the company has a business in countries with an elevated level of corruption and if law enforcement is not at an elevated level, this creates an unpredictable business environment for Serco Group. Also, the elevated level of taxation may reduce the profitability of the Serco Group. It is advisable for the company to enter markets where taxes are low and thus achieve higher profits. For the past 20 years, Serco has benefited from low taxes in the Western Hemisphere. As a result, it makes high profits and invests in research and development. Another important thing is the attitude of the government of a country towards the protection of intellectual property, if this attitude is not serious, it will stop the investment, due to the possible risk of theft of intellectual property. Serco should carefully study the level of intellectual property protection in a country before planning his business strategies. Serco's main model is to pursue government procurement, which is challenging. Under political and financial pressure, governments are seeking to negotiate less profitable contracts, which is narrowing margins.
Economic factors.
Economic factors such as interest rate, inflation rate, exchange rate determine overall demand and investment in each economy. They affect the business of any organization and influence its competitiveness. Serco Group can use factors such as economic indicators of the industry, inflation, and growth rate to predict the future development of the sector and the organization itself.
Social and cultural factors. 
The social culture of the population of a country is related to their preferences for certain products on the market. This determines the customer's behaviour when making a purchase decision. Social factors provide information about individual social groups in society, employment, marital status, and population density. This information is used for marketing research of companies.
[bookmark: _Int_11gMsvUq]“The role of national culture and potential national cultural differences has become an increasingly important part of the business environment as a result of the increase in globalization, with more and more countries looking to operate outside their home base and thus finding that they are coming into increasing contact with different cultures.” (Brooks, Weatherston, and Wilkinson, 2011)
One of the important things that companies need to establish when they decide to operate outside their homeland is how to adapt to the new culture in which they start operating. It is important for organizations to have socially and environmentally oriented activities. Ethics and corporate social responsibility have become an integral part of corporate governance. Increasing pressure on companies to improve their ethical and corporate social responsibility may make the organization more aware of its impact on society and the environment.
For Serco Group Plc marketers to better understand the customers in the market and to send the right marketing message to the consumers, they need to research the well-shared beliefs and attitudes of the local population. The management of the company must analyse the following factors: Demography, level of education and qualification and education standard in the Serco industry, entrepreneurial spirit, health, environmental awareness, gender roles, and leisure interests. Demographic trends such as migration, population aging, and socio-economic variables are extremely important for international business companies such as Serco. An in-depth study of these demographic models can lead Serco to choose the right market segment with growth trends. Migration is also a crucial factor in a company's marketing strategies and ability to bring managers from another country to the host country. Serco Group is good at developing local partnerships and teams to understand the attitudes and norms of society and to develop its strategies in a unique cultural environment.
Technological factors. 
It is important for Serco Group to stay ahead of the competition to keep up with current technological innovations. In countries where technological advances are lagging, the company can increase market share by investing in the latest technological innovations to maximize profits and reinvest in even newer technologies.                                              Serco, together with L Marks, an innovation specialist, launched his first innovation program, Accelerate @ Serco, which aims to open the door to the technology business.
[bookmark: _Int_aIgl8YT6]“Accelerate@Serco is a new dynamic and immersive initiative which will give technology start-ups unprecedented behind the scenes access to one of the UK’s leading public service delivery experts.” (Serco partners with L Marks to launch its first Innovation Programme, 2022)
This program will contribute to improving the provision of public services in the immigration and justice sectors, where Serco is one of the main service providers for the Ministries of Justice and Interior.



Porter's Five Forces
Knowing the competition's products and services, as well as its marketing strategies and how they affect a company's business, is critical for its survival. Whether it is a small business or a large company, competition directly affects the success of the company. Porter's Five Forces model can be used to analyse the competition and establish the company's position in its industry. 
[bookmark: _Int_bSxO5EfP]“Porter Five Forces is a holistic strategy framework that took strategic decision away from just analysing the present competition.” (Serco Group Plc Porter Five (5) Forces & Industry Analysis [Strategy], 2022)
This model was developed by Michael Porter (Harvard Business School) in 1979 and considers five specific factors that determine the ability of a business to be competitive and profitable compared to other similar businesses in the industry.
According to Potter, knowledge of competitive forces, as well as the overall structure of the industry, s the overall structure of the industry is essential for developing a profitable competitive strategy for the future.
Using Porter Five Forces, Serco Group Plc can develop a competitive advantage in the services industry. Serco managers can use Porter's model to take a strategic position in the market and explore new profitable opportunities in the industry.
Competitive rivalry.                                             
The intensity of competition in the market should be analysed by considering the number of competitors and what they are capable of in the industry. Intense competition between companies is a serious threat to profitability. The industry in which Serco Group operates is highly competitive. The company's long-term profitability is affected of competition. To deal with the intense rivalry Serco needs to build sustainable differentiation, create a scale to compete better, and cooperate with the competition to increase the market.                                                             The new White Paper- “Making it easy for your customers - protecting and growing sales in a multi-channel world” published by Serco develops the idea of creating a competitive advantage in the world of self-service. The old method of upselling and cross-selling is already in history and now it is quite easy for the customer to drop out of the shopping process and go to competitors. It is important for the company to know who its customers are, what they are looking for, what their behaviour is, and how to make their purchases as easy as possible. It is necessary to add value to the customer experience, in this way the customer will feel valued and receive the service they really expect. This will lead to revenue success and bring competitive advantage to Serco's business.

The threat of new entrants.
This force shows whether competitors can easily enter the market. If a new competitor can easily enter, then the risk of depleting the market share of this business is high. Barriers to entry are strong brand identity, price advantages, and access to inputs. New entrants bring innovations and put pressure on Serco Group by presenting new offers to customers at lower prices. Serco Group needs to build effective barriers to meet the challenges and maintain its competitive advantage. To deal with new entrants, Serco Group Plc needs to create new innovative products and services to attract new customers and retain old customers. In such a dynamic industry where standards are set by established players such as Serco Group Plc, new entrants are less likely to enter.
Serco has been awarded a contract by the UK Department of Health and Social Care to continue operating mobile Covid 19 testing centres. They won this contract following a competitive process with other competitors. Serco wins because it is one of the largest and longest-standing government service providers, having earned the trust and respect of the government (Naghi and Para, 2013).
Bargaining Power of Suppliers
Most firms in the service industry procure raw materials from a variety of suppliers. Large suppliers can reduce the margins that Serco can earn in the market. Powerful suppliers in the industry negotiate to extract high prices. The impact of suppliers' bargaining power reduces the profitability of industrial services. Serco can deal with the bargaining power of suppliers by developing specialized suppliers that the company depends on. Serco can take an example from Nike and Wal-Mart, they have created third party manufacturers and the business of these manufacturers is completely dependent on Nike and Wal-Mart.
Bargaining power of buyers
Usually, buyers want to buy the best deals for the lowest possible price. This affects Serco's long-term profitability. When the customer base is small and powerful, then customers have more power to negotiate discounts. Serco can handle the bargaining power of buyers by building a large customer base. Also, by renewing its products and offering discounts, Serco will limit the switching of customers to the competition.
Threats of substitute products or services
When a substitute product or service has a high value proposition and can replace current products and services. Serco can address the problem by focusing on the service, not just the product, finding out what the customer needs and increasing their spend on attracting and switching new customers.rco can address the problem by focusing on the service, not just the product, finding out what the customer needs and increasing their spend on attracting and switching new customers.



















CONCLUSION

[bookmark: _Int_uzwZSK81][bookmark: _Int_AtVP620F]When a company like Serko Group pls expands beyond its homeland, it enters the global business environment, where it starts working in different countries with diverse cultures. The company must integrate with local customs and culture, and comply with the political, social, economic, tax, legal and technological environment, as well as with competition, suppliers, and customer preferences. As shown above, all these factors have a massive impact on the company's business and influence making strategic decisions of international organizations such as Serco Group. A dynamic analysis of these factors using the PESTEL framework and Porter Five Forces can determine the future attractiveness of the industry and provide guidance for future strategic decisions.
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Appendix 
· Summary of PESTEL Porter’s 5 Forces 
 
	
	
	Positives 
	Negatives  

	Political  
	1.The growing instability in the international political environment is affecting the gold industry
2. Low taxes in the Western Hemisphere
	 






Serco makes high profits and invests in research and development
	Reducing the growth opportunities for Serko Group





	Social & Demographic 
Technological
	 Serco, together with L Marks, an innovation specialist, launched his first innovation program, Accelerate @ Serco, which aims to open the door to the technology business.
	 This program will contribute to improving the provision of public services in the immigration and justice sectors
	Some innovations 
are hard to anticipate


 


 
	Porter’s 5 Forces 
	Examples 
	Effects on the Industry / Company 

	
	
	Positives 
	Negatives  

	Threat 	of 	New 
Entrants 
	 Serco has been awarded a contract with the UK Department of Health and Social Care to continue the service of mobile centres for Covid 19 testing.
	In a competitive process with competitors, he won this contract, this shows his competitiveness and strength in the industry.
	 

	Rivalry or 
Competitiveness of 
Competitors 
	 The new White Paper- “Making it easy for your customers - protecting and growing sales in a multi-channel world
It is necessary to add value to the customer experience
	Тhe customer will feel valued and receive the service they really expect. This will lead to revenue success and bring competitive advantage to Serco's business.

	 If customer does not feel valued will go to competitors
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