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[bookmark: _Toc127209252]Introduction
In global business activities there are some major factors that influence the business and change the functional activities with the changing environment. For reducing the negative impacts and for increasing positive influences business organisations implement and studies strategic policies along with business models like Porter’s Five Forces, Value network, and PESTLE analysis. The objective of this module is to understand the global business factors that shape the external environment for business and application of contextual analysis of external changing environment (Mohamed and Lashine, 2003). The reasons of engaging international trade by business and evaluate them is another learning outcome of this study. By applying two frameworks of PESTLE and Porters’ Five Forces analysis assessment of market action, gaining knowledge about macro and micro-environment, understanding marketing structure, long and short term changes of international market economic functions have been learned in this module assessment and UK tobacco industry has been chosen as a sector of analysis. 
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In the global tobacco industry there are two famous cigarette and tobacco giants who have their roots in the UK and established their business from the UK market. They are considered two largest companies among the four company in the global status. British American Tobacco holds the second position when Imperial Brands holds the fourth position in the global market and these two companies mainly dominate the UK tobacco industry (Alford, 2013). In 1974 smoking has been peaked in the UK that resulted the decline in the sales of cigarettes and tobacco products of premium brands. In 2016 the sales ration also reduced by 3.5% and the growth of economy priced cigarettes, roll-your-own (RYO) and electronic cigarettes are corresponding in the UK market. In the financial year of 2015-16 30974 million cigarettes have been manufactured in the UK market for consumption which was reduced number from 2014-15 manufacture. This tobacco industry has created employment opportunity for a large number of people over several decades. But with the global economic condition and consumption pattern of the customers this employment opportunity will be phased out within 1 or 2 years. Along with this tobacco industry there are some associate organisations that have been established, directed funded and supported by the tobacco industry of UK (Statista, 2023). For example, The Tobacco Manufacturers Association, Tobacco Retailers Alliance, Freedom Organisation for the Right to Enjoy Smoking Tobacco, and Tobacco Workers Alliance. In 2022 UK tobacco market has made revenue of 21. Billion and in 2027 23.5-billion-pound revenue will be achieved by this industry. 
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Figure 1: Revenue from the tobacco market in the UK (Statista, 2023)
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PESTLE analysis has been used as a strategic framework that evaluate business environment in which a firm is conducting its functional activities. The acronym of PESTLE analysis are political, economic, social, technological, legal, and environmental factors and this model has been using by management team or board members to formulate strategic planning, processes, and other planning of future risk management. For developing innovative products and introducing marketing initiatives this environment base model is effective and financial marketing analyst, also reviewed this model for assumption the factors that influence financial decisions (Rastogi and Trivedi, 2016). In this study PESTLE analysis has been used to understand how external factors affect UK tobacco industry and the ways these factors create opportunities or threats for business functions to operate.  
Political environment: Tobacco taxes is one factor that impacts tobacco industry of UK. As tobacco products cause detrimental effects on health government of different countries have taken strict measures on the manufacturing. The authorities do not ban the product rather they have opted to decline consumption by imposing higher tax to these tobaccos related products like cigarettes cigars, and pipe tobacco (Bush, 2019). This act negatively impacting the revenue generation of UK tobacco industry. As these decisions are taken by government bodies this is a political phenomenon. And via this act government is creating harder and harder environment for consumers to consume tobacco products. Different actions also imposed on marketing, advertisement, description of product features and exhibition of products for the company and consumer through political decisions that enforced tobacco industry to minimise their activities in the market. Along with the increasing tax there also imposed duty charge at 57% on retail price, advisement and sponsorship of tobacco company and thus the political factor is restricting international alliances and franchises to interact with the tobacco companies for high merger costing.
Economic environment: Disposable income is one of the strongest element of economic environment that positively and negatively impact the tobacco industry of the UK. The income level of people is increasing high that is an indication of leaving more disposable income for daily spending. And in most cases disposable income is used for luxury or unnecessary products like clothing, electronics or tobacco related products. Which is a positive Impact on the tobacco industry. After the Covid-19 pandemic the income level of global people has minimised and most of the developing countries people do not have enough spare cash to purchase tobacco products that is negative for the manufacturing. Also, extra cash of disposable income may create increased marketing demand of tobacco products supply. As UK based tobacco companies are operating their business globally any type of change in the currency rate may positively and negatively impact its functions (Hiscock et al., 2019). But these tobacco companies are also contributing employment opportunities for more than 100 countries that create strong economic base for those countries and due to this reason people many cases support their activities. 
Socio cultural environment: There are several factors related to the socio cultural environment that impact tobacco industry. For example, addictive nature known as stimulate nicotine that happens to be addictive compound for people. People are easily addicted and unable to stop that create stronger consumer base for the tobacco industry. This is a positive indication of large number of loyal customer that us necessary for generating revenue. This addictiveness of social factor is positive for tobacco industry along with growers, processors, and distributors in the market. 
But tobacco products are not good for health and the growing awareness campaigns from the last two decades has greatly influences the ways to working of tobacco industry. Children, students, adults are being taught or convinced by the family members, school authorities about the negative side of tobacco products consumption. And this awareness about detrimental sides of tobacco products surely declined the number of people who will purchase it.  
Popularity of cannabis is another social factor that threaten tobacco industry because tobacco products are not legally accepted but cannabis is accepted and popular in both ways. After several jurisdiction and several number of illegal recreation in Netherlands and US people found out that cannabis has less negative effect on health comparing to the tobacco products and for this reason health conscious consumers switch from tobacco to cannabis that is negative for this industry (Rowell et al., 2014). Due to the smoke pollution and its impact on environment social awareness has been created and thus the consumption of cigarettes is declining negatively. 
Technological Factors: Vaping devices is the new addition of smoking and also alternative of traditional tobacco products. Due to the development of technology this vaping devices are improving that create a mimic of the feel of smoking by emitting warm water vapor with flavored of small amount of nicotine. As this technological introduction has minimum health impact with indirect inhaling smoking the popularity has maximised that create threats for traditional smoking. Due to the improvement in technology cigarettes are making via fully automated machines and other manufacturing functions also included technology like packaging, cutting of papers and filters, and placement in cartons cause heavy investment of the tobacco companies (Hamilton and Webster, 2018). This resulted negative impact on the revenue generation of the industry. Also as the employment opportunity is decreasing for this technology unemployed people are no longer support this business. 
Environmental factors: Cigarette pollution is one of the negative impacts of tobacco industry and there are some chemicals filter’s in the butts of cigarette that create pollution for the environment. Also maximum users discarded the butts of cigarette improperly that expose and release toxic chemicals into the wild life. Awareness regarding environment is increasing along with climate changing issues that resulted a push against cigarette or tobacco industry products from people perception of environment pollution. Not only climate change but tobacco products are also dangerous for human health the smoke of these products contain carbon dioxide and methane. Butt of cigarette contain the source of huge litter on land that is not safe for in-term environment issue. But there is a positive thing about this practice as local authority or municipal authorities create employment opportunity for clearing this dirt’s from the cities that increase the opportunity to serve extra income for unskilled people and resulted socio-economic development (Bendbar. 2015). 
Legal environment: Age restriction is a factor of legal environment that negatively impacting tobacco industry’s revenue. This industry is help back by several laws that prevent minors to purchase or consume tobacco products. As this law has been enforced in developing and developed countries by considering the side effects of smoking products the consumption rate is decreasing. According to the legal framework in 2007 the age of smoking in the UK has been changed from 18 from 16 that is negative for tobacco product consumption. Also government also arranging anti-smoking campaigns that creating threat of devaluing of smoking habits with illegal proxy purchasing (Fooks et al., 2014). There is law in England that formed in July 2007 against smoking in public places. This legal action has been introduced for protecting workers and general public from the second hand harmful impact of smoking. By associating with this legal action all the UK indoor workplaces ban smoking which greatly observed and accepted by general public. Thus people reducing their smoking habit for inconvenience smoking place and caused losing of loyal customer’s threat. 
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Porters five forces model is an analysing tool that identifies the competitive analysis and five different forces that shape business organisation functions with the determination of weaknesses (Dobbs, 2014). For formulating and structuring corporate strategy this model has been used by organisation where high level of competition exists and company wants to earn long term profitability. Porters five forces of UK tobacco industry has given below.
Barriers of entry: In tobacco industry the barriers of entry are high or threat of new entry is low because of several reasons. For example, the existing companies already have achieved economic of scale in production process, minimise distribution cost, and other associate costing that new company may find difficult to handle. For new company arrangement of high capital investment for manufacturing and marketing in tobacco industry at the national level. Also other associated costs like packaging in a massive level, high taxation, VAT with government strict rules and regulation on smoking products create high barriers for new entrance (Researchomatic 2011). EU laws on banning advertisement make tobacco industry difficult to penetrate the market. 
Threat of Substitute: The threat of substitute is high in the UK tobacco market because technological advancement has introduced E-cigarette. As there is increasing awareness about harmful effects of smoking and consumer’s adoption of healthy lifestyle has declined the demand largely. For convenient, re-charging, long lasting, and cost effective characteristics government and other business organisation of tobacco industry is manufacturing e-cigarettes and vaping devices which resulted in increasing the threat of substitute product in the tobacco industry (Savell et al., 2014). Also there is operating some substitute of tobacco products like gums, patches, lozenges, nasal spray, and nicotine water that is a reason of switching 7% consumers from traditional smoking in the last six months. 
Power of suppliers: The supplier power in the UK tobacco industry is moderate to low because manufacturing products of tobacco like paper, tobacco, and cardboard box can be purchased from other substitute companies. And tobacco company has the opportunity to switch between suppliers on the basis of price list and availability of countries like China, Brazil, India, and US are leading the production of qualitative products for many years. Though UK tobacco companies are totally dependent on the importing from overseas growers but these tobaccos are one of the most cultivated crops with minimum perishable effort (Zitzewitz, 2003). Tobacco materials can be stored for long time and as Brazil and China are the two main source of tobacco UK can flip to other suppliers if they offer minimum price with convenience.
Bargaining power of buyer: Nicotine products are quite addictive and if customer switch their brand the satisfaction level will be lower which is a reason the risk of buyer bargaining power of the UK tobacco industry is moderate to low. On the basis of economic and disposable income level this power always increases or decrease. When the disposable income increase consumer prefers premium brands products but when the disposable income level minimise they buy cheaper brands tobacco products which is not stable all the time. In the UK tobacco products price is high due to the ta and high VAT rate that leaves customers few or moderate options to negotiate about the price range which is another negative force that create low sale (Hiscock et al., 2020).  Also due to the government increasing activities of health awareness it become difficult for tobacco companies to sale their products that also minimise the bargaining power of buyers. 
Rivalry between competitors: The rivalry between competitors in the UK tobacco industry is low. In the UK there are several companies that combinedly consist the tobacco industry and they have more than 45% global share in the tobacco market. But due to the increasing price of smoking products or manufacturing cost these companies are struggling to increase their product consumption. Also, because of the related economic forces and social awareness programme tobacco companies are concentrating on the global market instead of UK national or domestic market that reduce the tension between these tobaccos rival companies (Gilmore et al., 2013). Also there is no marketing activities of these smoking companies that may create competition among them and the only source of their competition in the UK market is to price penetration of the smoking products and adding newer features to get competitive advantage.
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After considering the above forces, it can be said that UK tobacco industry is less attractive because of high set up cost with strong opposition of government and social groups campaigns. Also it can be stated that due to high tax imposition and increasing popularity of e-cigarettes has distorted tobacco company’s sales ratio. But there is not much scope to entre UK tobacco industry due to the legal restriction and other social or environmental issues. European Union can be a good option that may help to make tobacco industry into a beneficial sector by reducing higher tax, packaging ideas with innovative product selling approaches (Action on smoking and health, 2017). Though e-cigarrete or vapor devices are creating threat but it also makes opportunity and helps existing business to identify potential market with target audiences to serve that ultimately increase the market size. 
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