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I declare that this assignment is all my own work and that I have acknowledged all materials used from the published or unpublished works of other people. All references have been duly cited.
Analyse and evaluate the impact of globalisation on organisational strategy and the impact on the environment.
ABSTRACT
Whereas previously companies brazenly viewed globalisation as an opportunity to expand and increase profits, with little care for the environment or hidden social and environmental costs, leading companies are now adapting organisational strategies to address the adverse impacts of globalisation - and meet the needs of interconnected, globally aware consumers. 
MAIN TEXT
In order to analyse and evaluate the impact of globalisation on organisational strategy, and the impact on the environment, we need to break the problem into two parts:
1. Analyse organisational strategy to minimise any adverse impact of globalisation.
2. Evaluate the contribution and impact of an organisation in promoting a sustainable environment.
The Chartered Management Institute (1991) noted that, until 1965, companies ‘had little guidance on how to plan for, or make decisions about, the future. Traditional methods of planning were based on an extended budgeting system which used the annual budget, projecting it a few years into the future. By its nature, this system paid little or no attention to strategic issues. With the advent of greater competition, higher interest in acquisitions, mergers and diversification, and greater turbulence in the business environment, however, strategic issues could no longer be ignored.’ Ansoff (1965) argued that, to achieve a strategic goal, companies needed to make three types of decisions: strategic, administrative and operational. ‘The first are decisions about product-market aims, the second are decisions about the organisational infrastructure and the third are about budgeting, scheduling and other matters concerned with controlling resources.’ (Cole, 1996)
Nag et al (2007) used a panel’s rating of abstracts from leading US Journals to define organisational management, otherwise known as strategic management, as ‘…the major intended and emergent initiatives taken by general managers on behalf of owners, involving utilization of resources, to enhance the performance of firms in their external environments.’
The Oxford English Dictionary defines Globalisation as ‘the process by which businesses or other organizations develop international influence or start operating on an international scale’. However, this is somewhat one dimensional and a more encompassing definition is offered by Steger (2009), ‘Globalization refers to a multidimensional set of social processes that create, multiply, stretch, and intensify worldwide social interdependencies and exchanges while at the same time fostering in people a growing awareness of deepening connections between the local and the distant.’ Steger identifies five dimensions of globalisation: economic, political, cultural, ideological and geographical (ecological).
In a globalised world companies therefore employ global strategies. Porter (1990) defines a global strategy as ‘…one in which the firm sells its product in many nations and employs an integrated worldwide approach to doing so.’
Cole (1996) describes strategic management as a process which enables an organisation to identify:
1. What it is there for and its principle objectives.
2. What are its current strengths and weaknesses.
3. What opportunities and threats are posed by the external environment.
4. What is the basis of its long-term plans.
5. What is the context of its short terms plans.
6. What are the key performance standards it wishes to achieve.
7. What rules of conduct/ethical principles is it prepared to support.
This corporate planning will see the company develop its corporate objectives and policies, from which its business plan is derived.  Figure 1 shows a working model of strategic management and some of the key issues faced by company managers:
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Figure 1. Key issues in Strategic Management. (Cole, 1996)
Managers will consider the company structure, its objectives, the environment within which it is operating and then formulate and implement corporate strategies for the long term. Business strategy is derived from the corporate strategy.
One way of assessing the company strengths, weaknesses, opportunities and threats is to conduct a SWOT analysis as illustrated in Figure 2:
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Figure 2. SWOT analysis for Toyota in 2016. (Jurevicius, 2016)
A company’s strategy to address the adverse impacts of globalisation over the long term therefore concentrates on issues highlighted in the ‘Weaknesses’ and ‘Threats’ fields of a SWOT analysis.  When brainstorming external factors, companies can use a form of PESTLE (Political, Economic, Social, Technological, Environment).  This analysis correlates very closely with the 5 dimensions of globalisation (Political, Economic, Cultural, Ideological, Ecological) and is therefore a very useful planning tool for considering a problem like globalisation. Managers can also use ‘Porter’s Five Forces’ in tandem with the SWOT analysis when formulating their strategy:
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Figure 3. Porters Five Forces. (www.comindwork.com)
[bookmark: _Hlk513839789]An example of how a company can seize upon opportunities presented to them is Toyota’s approach to the demand for autonomous vehicles, where it looked to exploit the consumers desire for technological and environmental evolution.  In it’s 2016 Annual Report its stated aim was to ‘…lead the industry in technological development that will spawn next-generation mobility. For example, it will explore possibilities in personal mobility and in the convergence of information technology for automobiles and “smart grids” for optimizing energy generation and consumption. Toyota will strive to offer products and services that match the needs in each market.’ (Uchiyamada, 2016)
Conversely Toyota’s strategic managers were keenly aware of the economic risk of the rising Yen currency exchange rates and used instruments to mitigate the risk: 
‘Toyota is sensitive to fluctuations in foreign currency exchange rates and is principally exposed to fluctuations in the value of the Japanese Yen, the U.S. Dollar and the Euro and, to a lesser extent, the Australian Dollar, the Russian Rouble, the Canadian Dollar and the British Pound. Toyota’s consolidated financial statements, which are presented in Japanese Yen, are affected by foreign currency exchange fluctuations through translation risk, and changes in foreign currency exchange rates may also affect the price of products sold and materials purchased by Toyota in foreign currencies through transaction risk. In particular, strengthening of the Japanese Yen against the U.S. Dollar can have an adverse effect on Toyota’s operating results.
Toyota believes that its use of certain derivative financial instruments including foreign exchange forward contracts and interest rate swaps and increased localized production of its products have reduced, but not eliminated, the effects of interest rate and foreign currency exchange rate fluctuations. Nonetheless, a negative impact resulting from fluctuations in foreign currency exchange rates and changes in interest rates may adversely affect Toyota’s financial condition and results of operations.’ (Uchiyamada, 2016)
In 1994 John Elkington devised the term ‘Triple Bottom Line’, arguing the corporate strategy should – rather than simply looking at profit/loss – also account for its social and environmental responsibilities.  In 1995 he ‘…also developed the 3P formulation, ‘people, planet and profits’, later adopted by Shell for its first Shell Report and now widely used in The Netherlands as the 3Ps.’ By measuring financial, social and environmental performance, companies are able to better measure the true cost of business and formulate optimal long-term strategies.
[bookmark: _Hlk513299864]This theory resonated with business managers at a time when ‘…after more than a decade in which cost-cutting had been the number-one business priority, the hidden social and environmental costs of transferring production and services to low-cost countries such as China, India and Brazil became increasingly apparent to western consumers. These included such things as the indiscriminate logging of the Amazon basin, the excessive use of hydrocarbons and the exploitation of cheap labour.’ (Elkington, 2004)
More businesses are now realising the importance of promoting environmental sustainability, which is defined as ‘The maintenance of the factors and practices that contribute to the quality of environment on a long-term basis.’ (Business Dictionary) 
I believe that this is due in part to recognising that more globalised, interconnected consumers are now starting to hold corporations to account by making more informed, environmentally and socially conscious choices: ‘Increasing awareness around these issues has led to a rise in what is known as conscious consumption, a movement of people who seek out ways to make positive decisions about what to buy and look for a solution to the negative impact consumerism is having on our world. This is a growing tribe: a third of UK consumers claim to be very concerned about issues regarding the origin of products. A study from YouGov and the Global Poverty Project revealed that 74% of those surveyed would pay an extra 5% for their clothes if there was a guarantee workers were being paid fairly and working in safe conditions.’ (Baker, 2015)
But surely employing ‘green’, ‘trendy’, ‘pink and fluffy’ strategies weighs a company down, slows its growth and hits profit margins? Apparently not.
Starbucks were an early adapter of environmentally sustainable policies and recognise the importance of it in their Annual Report to Shareholders as:
‘Our success depends substantially on the value of our brands and failure to preserve their value, either through our actions or those of our business partners, could have a negative impact on our financial results. We believe we have built an excellent reputation globally for the quality of our products, for delivery of a consistently positive consumer experience and for our corporate social responsibility programs. The Starbucks brand is recognized throughout the world and we have received high ratings in global brand value studies. To be successful in the future, particularly outside of the U.S., where the Starbucks brand and our other brands are less well-known, we believe we must preserve, grow and leverage the value of our brands across all sales channels. Brand value is based in part on consumer perceptions on a variety of subjective qualities.’ (Johnson, 2017)
Starbucks was founded in 1971 and was a small operation until Howard Schultz joined in 1982.  By 1987 he had increased their footprint to 17 stores; upon its stock market launch in 1992 it had blossomed to 117 stores.  This growth, against the backdrop of accelerating globalisation, continues steeply as shown in Figure 4:
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Figure 4. Number of Starbucks Stores. (Kennedy & Connor, 2016)
This growth has continued further since 2016 and, as of 2018 there are 28,159 stores. (Loxcel/Starbucks, 2018) This substantial growth acceleration has coincided with an ever-increasing number of environmental and social strategies employed by the business.  Since 1997 it has implemented at least 27 socially/environmentally responsible headline strategies:
	1997:	Establishes Starbucks Foundation.
	1998:	Opens in underserved neighbourhoods.
Establishes the CUP Fund emergency financial assistance fund for partners.
1999:	Partners with Conservation International to promote sustainable coffee-growing practices.
2000:	Establishes licensing agreement with TransFair USA to sell Fairtrade certified coffee.
2001	Introduces ethical coffee-sourcing guidelines.
		Joined US Green Building Council.
2004	Opens first Farmer Support Centre in Costa Rica.
2006	Launches the industry’s first paper beverage cup containing post-consumer recycled fibre.
2007	Eliminates all artificial trans-fat from its milk.
Challenged itself to ensure all new stores (globally) are LEED (Leadership in Energy and Environmental Design) certified.
2008	Set goal to reduce water consumption by 25% by 2015.
2009	Opens Farmer Support Centre in Rwanda.
2011	Opens first Community Stores in Harlem and Crenshaw. 
Opens Farmer Support Centre in Tanzania. 					
Launches Create Jobs for USA to encourage small-business growth. 
2012	Opens Farmer Support Centres in Colombia and China.
2013	Strengthens ethical sourcing efforts with coffee farming R & D centre in Costa Rica.
Launched reusable cup schemes in US & UK. 
2014	Launches Starbucks College Achievement Plan with Arizona State University. 
		Announces commitment to hiring 10,000 veterans and military spouses by 2018. 
Hosts first in a series of Partner Open Forums to discuss race relations in America.
York roasting plant and distribution centre was certified as 100% Landfill Diversion.
2015	Commits to hiring 10,000 opportunity youth by 2018. 
Expands Starbucks College Achievement Plan. Commits to 25,000 partners graduating by 2025. 
2016	Remained in Environment Protection Agency’s top 10 purchasers of renewable energy.
	2017	Installed Energy Management Systems in 6000 stores.
Figure 5.  Starbucks Timeline Extract. (www.starbucks.com)
As an agriculture-based company, Starbucks sees the earth as ‘a business partner’ and therefore looks to adapt a ‘comprehensive approach to reducing our environmental impact means looking at all aspects of our business, how they intersect and how we can integrate new solutions to create meaningful and sustained change.’ (www.Starbucks.com)
Central to its philosophy is its aims to bring all its stores to LEED (Leadership in Energy and Environmental Design) standard. By doing this it manages to:
Sourcing risks. In the world's most important coffee growing regions, there is already more erosion, increased infestation by pests, and shifts in rainfall that are putting supplies of quality coffee at risk.
Operational efficiency. Using energy and other natural resources more efficiently cuts costs.
Brand building. Many of its associates and customers appreciate Starbucks' commitment to reducing its carbon footprint. (Girrbach, 2010)
Starbucks also looks to shrink its environmental footprint through increased recycling, reduced waste and the promotion of reusable cups.    An overview of the company’s 2016 goals can be found at Figure 6:
[bookmark: _GoBack][image: ]
[bookmark: _Hlk513642032]Figure 6.  Starbucks Global Social Goals 2016. (www.starbucks.com)
Starbucks have codified their social goals in the table as agricultural (brown), environmental (green), social (black) and communal (olive).  These goals are not in place by accident – they are aggressively sought out by use of the ‘MyStarbucksIdea’ app which ‘had a direct link with the headquarters and of course Starbucks was listening. Soon Starbucks's ubiquity became an asset as customers from around the world had an opportunity to connect with each other.’ (Husain et al, 2014)
It’s quite apparent that these environmentally sustainable policies have not damaged Starbucks profit margins:
[image: ]
Figure 6. Starbucks Worldwide Revenue Over the Years. (www.dominion-funds.com)
The revenue graph shows that Starbucks profits have grown at a rapid, constant rate over the last 15 years – with the only decline between 2008 – 2009, when the global financial crisis hit.  If anything, these profits show that it is a brand ‘…turning around its business by returning to its roots and reconnecting directly with its customers. While many companies are struggling to get back to pre-2007 financial figures, Starbucks has shown that people are willing to spend $5 or 3 pound every day on their latte and tweet about it too.’ (Husain et al, 2014)
CONCLUSION
Company’s evolved from having no formalised, intelligent strategies pre-1965 to adopting predatory, profit driven strategies in the 1980’s and 1990’s.  Through use of technology, management tools and theories they have been able to evolve further to - not only embrace the positive impacts of globalisation – also adapt to the adverse impacts of globalisation.  Strategic managers now realise that they should not only watch the PROFIT bottom line – but also the PEOPLE and PLANET bottom lines. 
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