1




                                  



                          ANALYSIS OF THE BUSINESS ENVIRONMENT
                                                  

                                                 

Bachelor of Arts in Business Management
Academic Year: 2022/2023
Student Name: Ileana Lupu
Student Number: 2231908
Lecturer Name: Dr. Essa Bah
LCBB4006_BIRM
Global Business Management











Table of Contents

1.	Introduction	3
2.	Overview of the selected sector	3
3.	Main Discussions	4
3.1. PESTEL Framework	4
3.2 Porter’s Five Forces	6
4.	Conclusion	8
5.	Reference	8




















1. [bookmark: _Toc128895682]Introduction
           In the UK, a variety of industries are active; the most important is the food industry which works in the high-demand manufacturing sectors of food and beverages. Given that, people need food to survive and that the population is growing along with it, it is one of the biggest industries in the world and it is still expanding. With a market value of £104.4 billion and projected growth of 2.16% annually, the food industry in the United Kingdom plays a significant part in the country's manufacturing sector. The report will contain information about how the business environmental factors impact the food industry using the PESTLE and Porter’s five forces model (Islam, 2022, p.2). The analysis is done to understand the UK market related to the food industry. The environmental factors impact each sector, and here the analysis will be done on whether it has a negative or positive impact on the food industry.  
2. [bookmark: _1t3h5sf][bookmark: _Toc128895683]Overview of the selected sector
            According to Statista estimates, the UK's food and beverage industry generated £116.2 billion in profits for the nation in 2020. The amount (£116.2bn) was significant enough to show how crucial the food industry is to the UK's economic development. The UK's agriculture and food production industry employs about 4.1 million people, contributing to the nation's 13.4% growth. The UK's chain of agriculture and food includes fishing and farming, food and beverage production, retail food and beverage sales, wholesale food and beverage sales, and non-residential catering (Garcia-Garcia et al., 2019). The names Nestle, McDonald's, and Coca-Cola are notable among the numerous food and beverage manufacturing businesses in the nation. These companies could gain added benefits by manufacturing quality food products, beverages, and soft drinks in the country. 
The overall food productivity of the UK could expand the country's economy by 1.1%. It is calculated using total factor productivity (TFP), an indicator used to identify increases and decreases in the food business (Didonet and Fearne, 2022).
The reports reveal that, in 2020, the productivity of food retailers increased by 3.7% while the wholesalers could gain only 0.95 of productivity. On the other hand, the food catering companies could gain 10.1% in productivity while the manufacturing units could produce 3.1%. 
As per the reports of the year 2020, it was the food and beverages manufacturing companies that provided the lowest productivity to the country in terms of economic flow. There might be several reasons for such declination in productivity of the food manufacturing companies. The major reason might be the COVID-19 pandemic. As most UK people used to avoid foods from outside due to the fear of infection spreading, they preferred to consume home-made foods in those days. It directly hampered the productivity of the food manufacturing firms due to lower demands during the pandemic times. 

However, the food and beverages manufacturing companies have again started to grow in the country with their new, innovative ways of marketing. For example, McDonald's has announced it to leave zero carbon footprint in its products by the year 2025; to maintain this, the firm has started manufacturing home-ground coffee beans, owned poultries, and fisheries, and started to avoid the use of pork-based food products given pork causes different ailments with high amino acid concentrations (Alan et al., 2023). Besides, Nestle another food and beverage manufacturing company has also started a new initiative to increase productivity. It started using disposable cups and plates for consumers. The food manufacturing companies have also gained support from the UK government. According to the Food Safety Act 1990 (UK), it is said that the manufacturing units that obey this act will be benefitted from the maximum possible subsidies from the government to conduct their businesses. This act thereby encouraged the entrepreneurs as well as business leads to prove their food products to be of superior qualities (Soon et al., 2019). 
3. [bookmark: _Toc128895684]Main Discussions
[bookmark: _Toc128895685]          3.1. PESTEL Framework
The PESTLE framework model analyses the environmental factors affecting the business. 

Political- The United Kingdom is politically motivated and has motivating factors for the industry to adopt new techniques. The UK government is initiating an effort for the growth of the food industry and has an essential policy on food that in the food business, one should be clear that it should be healthy and no substances should be added or removed, which is damaging the health of the public. From April 2022, it became mandatory for the large business where there are more than 250 employees who will legally require to display the calorie information about the food (Martinez-Contreras et al. 2022, p.5). From 1 April 2022, the standard VAT rules apply, and VAT should be charged at the standard rate. As per the 2021 report, the United States believes in domestic production, and its self-sufficiency has stayed stable over the last two decades, with a 75% market share for crops that can be grown commercially in the United Kingdom. So it is an opportunity for the food industry in the UK as there are no political factors that affect the food sectors. 

Economic- The United Kingdom is a nation with a large inflow of foreigners. The GDP of the country grew by 0.1% in November 2022. The food and beverage industry is one of the biggest manufacturing sectors in the United Kingdom, contributing £30 billion to the economy and employing over 478,000 people each year. The food business in the United Kingdom is expanding, but only by 0.6% in 2023. Foreign exchange rates will cause issues for the food business. Brexit will create significant fluctuations in the exchange rate. The rise in the price of food is noticeable, which the industry needs to cope with soon (Mukelabai et al. 2022, p.31525). The country faces a shortage of labour in the food industry of 35.5%. Because of the recent rise in food industry inflation, which hit 16.8% in the United Kingdom in December 2022, this can be seen as a threat. Inflation can therefore be seen as a business opportunity as it increases customer demand and improves the survival rate of businesses.

Technological- Over the years, it has been seen that restaurants and manufacturers are using the latest technology to enhance productivity, good food quality, and efficiency. Contactless payment is one of the enhanced technologies used in the country. In the UK, there is a rise in the Sales of individual robots to food and beverage plants were up 21% in 2021 over 2020 and up 35% in 2020 compared with 2019 (Cox, 2021, p.5. The food and beverage business was found to be the automotive sector's second-largest buyer in 2021. Robotic Process Automation is increasing in the industry. So accordingly, it is clear to say that the business needs to be developed to match the recent trend; otherwise, it will be hard for the success to survive in the market (Achinas et al. 2019, p.5). The company such as Nestle and McDonald's use this latest technology. As a result, it is correct to add that it can be a threat to the company if it is unable to implement the latest technology in this food and services because the market demand is for the latest technology.

Legal- In the UK, the food sector is given equal chance under legal laws and other laws. The food business must provide detailed descriptions of the ingredient in the food packet. There are strict policies for companies to follow legal laws and standards (González Alonso, 2022, p.5). If the business does not follow the norms, then the changes and punishment are strict for them. Food and beverage taxes, as well as taxes on sugar, are in place to discourage unhealthy usage. As a result, opening the company poses a risk because the taxes on fast food are higher, and fewer people will be drawn to it. Food quality and safety standards must be upheld; otherwise, there are regulatory implications.

Environmental- The purpose of the environmental study is to pinpoint the internal and external environments that could benefit or harm the company. Because the United Kingdom has a cold climate, there is a possibility that tourism will be slow during the cold season, causing businesses to stagnate. New sustainable energy is being used, such as biomass, so that environment-friendly work can be done (Ladha-Sabur et al. 2019, p.270). People are more conscious about the environment and their health as well. According to Plastic Packaging, Tax law the packing of food should be done with less than 30 percent of recycled plastic. Additionally, a smaller carbon footprint can increase customer trust in the company. A company such as Nestle is using a clean supply chain so that it does not provide a threat to the environment. So here, the business will be operating in a clean environment, which seems like an opportunity that people are thinking of hygiene, and it is seen as an opportunity to open a fast-food business in the UK. 
[bookmark: _Toc128895686]3.2 Porter’s Five Forces
Power of buyers- In the UK market, there are high ranges of the fast-food industry which provide various types of food. Due to the high level of competition in the food industry, the bargaining of the buyers is high. The consumer can simply switch to a different substitute or brand. For example, if McDonald's raises its food prices, the consumer can shift to Subway or KFC because the shifting cost is lower. After all, the substitute is easily accessible (Tsolakis, Anastasiadis and Srai, 2018, p.5). As a result, the buyer's bargaining power is strong, which can be a threat to the business because the customer is the sole, and brand loyalty should be created over time to capture the focus of the customer, as Apple has done with the launch of its new product in the market.

The threat of entries. The UK's various food business makes it challenging for new entrants. The entry barrier is seen in the food industry. The existing company holds a large market share, showing it good products and services. The company needs to experience the customer’s tastes and preferences in the market (Davies, 2019, p.295). Every year around 1500 companies enter food markets, but few succeed in it. So, the threat to be an entrant is low as the old companies had already made a good image and reputation in the market, which the new one will take time to make so. It can be treated as an opportunity as there is no threat to the new entrant in the market (Hamid, Said and Meiria, 2019, p.55). The existing companies, such as Nestle, have created good distributing networking, which helps to deliver and sell at low cost, which lowers the threat to the new company. So as per this, the threat is there to survive in the food industry. 

Power of suppliers- The food business market has a large number of products with alternatives, which reduces the supplier's power in the products. Because substitutes are readily accessible, suppliers ensure that their products are priced in accordance with market rates, so, the bargaining power is low and there is no opportunity to set prices rather than follow the trend which poses a threat to the company. Accordingly, there is various supplier available in the market to supply the material, so there is various option available, but the supplier cannot put a random price (Yontar, 2023, p.5). Since there is an appealing choice for the material and the supplier's negotiating power is low, this presents a chance to start a business.

The threat of substitutes- In the UK market, there is a high range of substitutes available in the market for each product. The consumer tries to substitute the product if they find it unhealthy. In the last few years, the UK organic industry has also expanded. Nowadays customer is interested in healthy products and believes in consuming the organic product (Lumbanraja, Dalimunthe, and Hasibuan, 2019, p.8). In this aspect of the Five Forces analysis, it can be stated that it is a threat to the company because the substitute exists and people are becoming more aware of their lifestyle choices.

Level of existing rivalry- Intense competition is noted in the food business. The reason is that the same type of food is available in various places and several competitors. For example, in café of beverages, the Nescafe and Cafe coffee day both deal with good coffee, and the competition is tough here as well. All the firms spend large amounts of money on marketing and advertising to attract their customer by doing good packaging, labelling, and adding various slogans. So here, the possibility of the threat is created because the rivalry is high and so is the competition, so making a place in the market is one of the hard stuff (Porter, 2008, p.5). Many companies, such as Nescafe, have experience in the market for more than 80 years, so it is tough to create a market share the same as the experiences branding the market. So here it can be said that the food business in the UK, as per the porters five portal, is more threat than an opportunity for the business. The new business will take more time to survive in the market than the existing one. 
4. [bookmark: _Toc128895687]Conclusion
[bookmark: _GoBack]This leads us to the conclusion that the food sector is one of the largest in the UK market, and that market must deal with a variety of external factors in order for businesses to survive. According to PESTEL and Porter's Five Forces, the industry is highly competitive (Oraman,  Azabagaoglu and Inan, 2011, p.185). With the help of the model, the business market analysis can be done in detail and can come to the ultimate conclusion. The fast food industry is vast. However, now people are more conscious about their health. Thus, the odds of surviving are lower in the food industry because the previous player has already taken over the complete market and must build their brand’s reputation and image, which will take time for a new player.
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