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[bookmark: _Toc37965163]Introduction
Analysing the organisational environment is a technique that enables an organisation to scan their major forces by which they may be affected in the future. Every organisation has to identify the external and internal elements which work as an influencer for the betterment of the organisation and gaining the proper understanding the change of global business environment, the company analyse the environments through PESTEL analysis (Yetkin, 2013). The whole assignment has the reflection of the BMW company that provides a proper knowledge about the external and internal environment analysis, influences, the application of Porter’s five forces model.
[bookmark: _Toc37965165]Describing the major forces and how the industry has changed 
According to case analysis, The BMW company has been chosen. Mainly a public limited company that is commonly known as the Bavarian Motor Works which is originated from Germany. The company manufactures luxurious motorcycles and luxury vehicles (Kiley, D., 2014). In 1916 the company was founded which is the largest vehicle manufacturer around the world.
While running the business activities, the car manufacturing company is being affected by many forces. The major forces are described through PESTEL analysis (Cuervo-Cazurra., 2011). The analysis consists of six elements such as political, economic, social, technological, environmental and legal factors. The main discussions are provided as follows,
Political factors: Political factors refers to the government intervention that plays as a major influencer for the BMW company. The factors include political stability or instability, government policy, foreign trade policy, labour law, environmental law and trade restrictions. The company have to abide by all of the rules and regulations of the law which is imposed by the government. 
Economic factors: Economic factor is a great influencer for the firm’s profit related issues that means the profits of the BMW company is dependent on the factors. The economic factor includes the interest rates, exchange rates, inflation, and economic growth and so on. Besides, economic factors are divided into macro and micro environmental factors. Firstly, micro-environmental factors demonstrate the income of an individual (Ramaswamy, K., 2016). On the other hand, the Macro- environmental factors deal with the demand management of a country by the central or local government can coordinate the taxation policy, interest rate control and so on. The manager of the company should properly analyse the economic forces to survive in the competitive market.
Social factors: Social factors mainly demonstrate the attitudes and social beliefs of the societies which are alternatively known the socio-cultural factors. The social factors include the age distribution, population growth, health consciousness and so on. Further manufacturing the vehicle, the manager of the company has to find out the expectations, beliefs and attitudes about a particular that would provide a concrete knowledge to produce the vehicles as their demands and expectations.

Technological factors: Technological factors mainly affect the management and marketing areas in different ways that also directs to produce products innovatively with advanced technology. If the BMW company can adapt the new technology with their production process, they can get competitive advantages in the market. 
Environmental factors: Environmental factors works for environmental issues like the pollution targeting, toxicity measurement and so on. The BMW company must ensure the environmental issues so that any toxic elements from the organisation cannot emit.
Legal factors: the legal factors refer to equal opportunities, health and safeties, advertising standards, consumer rights, product safety and so on. The legal factors provide concrete knowledge about what to do in business and what not to do for business (Mauermann, H., 2010). When the BMW company trades internationally then the company have to maintain all of the legal factors that create additional value for the organisation. 
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Figure 1: the government as a stakeholder
Sources: (Fedorowicz, 2010)
First of all, the government’s influences are divided into two factor such as the elected representative and as an actor that have its own interests. For example, the BMW company pay taxes to the government. This taxes which comes from the company’s profits are provided to the society again. As the stakeholder that can create a direct and indirect influence on the organisation on behalf of the environment and citizens, the local authority may assist such types of practices that represent the government as a stakeholder. The government also affect the company’s objective actions and policies by imposing different types of rules and regulations.
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Besides, the government also may have the share of the BMW company. As a result, the government have the significant influence on the business activities. 
In the dynamic era, the industry has been changed in many ways and how the industry has been changed is represented by Porter’s five forces model as follows,
A model by which the company can identify the industry’s structure and the model can be applied in any particular area to know the market competition in the market. The porter’s five forces model was developed by the Harvard business school professor, Michael e. Porter. Besides the model also demonstrate the reason behind the different level of profitability achieved by various industry. The model also guides the competitive strategy which was published in Michael E. Porter’s Book (Jin., 2017). To analyse the industry’s structure. Porter’s five forces model is being widely used. In the book, Michael Porter identified the five forces to shape every industry and market. The five forces are the Competition in the industry, Potential of new entrants, Power suppliers, Power of customers and threat of substitute products. Now, the five forces are elaborately discussed as follows,
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Figure 2: Porter’s Five forces
Sources: (Dobbs, 2014)
Competitive Rivalry: Competitive rivalry provides a piece of knowledge about the ability of rival’s companies in the market. In that sense, the BMW company understands properly that what types of product have to be produced to capture the competitive market. In the market, the buyers and suppliers always sort out the lesser price of the products so that they can be able to buy the expected products at a lower price. In that case, when the competitive rivalry is high in a particular area, the BMW company should charge a lower price for their product. On the other hand, if the competitive rivalry is low, the company can charge more of the price for their product.
Supplier Power: The power of suppliers represents the how much cost of inputs is driven by the suppliers that means if the BMW has more suppliers for their product line, they can get lower prices to purchase their raw materials (Helms, 2010). On the other hand, if the company has a lesser supplier, the company also have lesser options to choose the best supplier for their business activities. As a result, the cost of purchasing raw materials may be higher.
Buyer power: Buyer power demonstrates the ability of purchasing power of the company’s customer. In that case, the company have to identify the persons those who have more purchasing power and who have less (Bernard, Jensen, Redding, and Schott, 2017). For example, the BMW company sets its vehicle price at a higher rate for a poor area. As a result, they cannot sell their products as their expected margin. So, the company have to analyse the target customers before setting their product prices. 
The threat of substitution: the threat of substitution mainly represents a probability of substituting the product variously. For example, an antivirus company provides virus scanning software to safe their personal or public devices, if people do it manually without using their software that results, they can fall a huge profit margin problem. So, the BMW company have to analyse the issues before making any of the products.
The threat of new entry: Threat of new entrants refers to the probability of coming to a new rivalry in the market. In that case, the BMW company’s position in the market can be affected by new entrants (Fedorowicz, 2010). So, to survive in the competitive market, the company have to ensure their product quality and offers more specifications to the customers that create additional value in the market to capture the customer’s attraction.
Now the SWOT analysis of BMW company is represented as follows that indicates the company strengths, weakness, opportunities and threats in the competitive market:
Strengths: Whereas BMW is popular which is always concerned with high-status branding. As a result, they always ensure the high-class product for their customers after that they advertise their products through social media and other sections (Ommani, 2011). Their main strengths are to produce vehicles for all classes of people. Besides their, another strength is having a high budget for their labour, product research and services. The company always recruits qualified labour that increases their productivity and efficiency in their production process.
Weakness: It is worth thing to develop new models every day that the company does. The company struggles to develop new design and product regularly which is not profitable for the long-run process. The whole process is more time and money consuming. Conversely, their other weakness is getting the customer attraction for their cars because most of them are expensive and hybrid that not only allow to use more specifications but also offers more costly advantages.
Opportunities: By innovation and alliance, the company has a great advantage to get more profits and it has a significant alliance history with Rolls Royce which is a biggest car and aeroplane engines manufacturer in the world (Ommani, 2013). For being a popular brand, the Company has a great opportunity to sell its luxurious cars to its customers.
Threats: For the BMW company, Chinese car manufacturing companies are the biggest threat for them. Because the Chinese car manufacturing companies add more specifications and technology than the BMW company at a lower cost that also provides luxury. Besides, Mercedes and Audi are the other competitors of the BMW company which also produce some types of luxurious vehicles. 
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Many reasons are identified to go for international trade of the BMW company. When a country goes to trade internationally, Different types of positive and negative influence have to be faced by the organisation. Now, why the BMW company engage with international trade is provided as follows,

Figure 4: the reasons to go to international trade
Sources: (Christensen, 2015)
To expand sales: When the BMW company enters into a new market, they get the opportunity of selling their products in a large amount. As a result, the company can increase its profit margin. If the company can capture customer attraction through their best services, they can get competitive advantages in the market. So, if the company wants to expand its sales, they can go for international trade.
Acquire resources: Another reason to go global for the BMW company is the availability of resources. Because, when a firm enters into a large market, different types of raw materials would be available for the organisation. As a result, they have a large opportunity to go for further production. 
Closing thoughts: In the term, many of the Chinese companies try to expand their market in the Asian and African countries. Because in the emerging countries have the opportunity of making lots of profits for the Chinese companies. Conversely, the Japanese companies conquer the western market with their best quality at a lower cost in the same manner (Lægreid, 2012). So, when the organisation goes global market trade and gain lots of experiences about the emerging and collapse markets. This experience provides the organisation with some long-term benefits.
Minimise risk: When a company goes internationally for the trade that results in the risk of the company can be minimised by investing in different sectors. Because. There are lots of opportunities to invest in a global market that requires deep analysis to understand (Nanjing, and Howell, 2017). So, the company should analyse properly the foreign market for surviving appropriately. 
Critical evaluation, 
Without risks, it is not possible to expand the business activities for the BMW company and this would be very risky and critical for the SME and start-ups. Conversely, it is easier to go global for an established business organisation because of capital issues. Now the pros and cons for making international trade is provided as follows:
	Pros
	Cons

	· Exchange rates: Foreign business trade is dependent on the foreign exchange rate. When the exchange rate is lower than the home currency than more trade is occurred when the exchange rate is higher than the home currency then the foreign transaction falls (Al-Zhoughbi, 2014). So, the company get knowledge of foreign currencies from other companies. 
	· Exchange rate risk: Exchange rate risk arises when the exchange rate fluctuates. The multinational companies would be suffered from the exchange rate fluctuation when the company purchases the other country’s foreign currency at a higher rate. If the other country’s currency falls than the purchasing rate then the company face loses.

	· Market competition: When a company can compete with other competitors then it should go for international trade. From the experiences of the domestic market and the rival competition, the company get knowledge of its ability to compete. This competition increases their confidence and efficiency to do the job efficiently (Muhammad, Char, bin Yasoa, and Hassan, 2010).
	· Political risk: When a firm invests in a foreign country then the political risk may arise. The political risk depends on many issues such as rules and regulations of the government, political stability or instability. The BMW company have to analyse the political factors before investing capital in foreign countries.

	· International growth: According to statistics and research represents that multinational companies have the optimal level of growth because of portfolio investment. The portfolio investment minimises the risks of the organisation. As a result, if the company faces from a project, it can get the profits from other projects so the good diversification strategy makes them stronger to the economic side.
	· Cultural risk: Cultural risk refers to the cultural differences of a country. It is a normal issue that the culture, values and norms would be different from each other (Paramasivan, 2013). When the company cannot understand the cultural issues of the foreign country, their profit margin would be affected.

	· Spreading business risk: When a company goes for global trade it can protect itself from the unwanted disasters and financial upsets by which the organisation can be affected such as earthquake, financial meltdown, civil unrest (Song, Sun, and Jin, 2017). The company can save itself from the profit which was gained in the international market.
	· Credit risk: Credit risk arises from the drawbacks of the customer’s financial condition. To avoid credit risk, different types of techniques have been invented such as a letter of credit or arrange credit insurance. The letter of credit or the arrange credit insurance ensures the customer’s payment from the bank (Loch, Sting, Bauer, and Mauermann, 2010). If the customer is unable to pay the money, the bank has to pay all of the money on behalf of the customers. 




Recommendations: Whereas the BMW company is a popular company that ensures the product quality for their customer and they always focus on their brand value in the market so that they should analyse appropriately the positive and negative side for going global. After that the company can invest their money in foreign countries, their analysis and research enable them to get a proper understanding of the foreign market (Guertl-Lackner, 2014).
On the other hand, whereas Porter’s five forces model has been applied to analyse their condition and to get concrete knowledge about rivals and customers. Now the theory’s limitation or criticism are provided as follows,
· Several weaknesses are identified for the porter’s five forces model. Firstly, the composition is the first weakness of it. The model mainly provides a snapshot of many industries in the large point of view as a static model. The model is mainly effective for short-term strategy.
· The second problem is the domestic competition and shifting the regulatory environments and labour. So, BMW should take necessary strategic actions and marketing plans to gain competitive advantages in the market and also to overcome regulatory constraints and division of labour.
· Another drawback is using the model for a particular company which is not effective. the model is not the particular analysis tool. The model was developed for use in broad areas not only for short areas.
· Fourth problem is to concentrate equally on the five forces by which the organisation can be affected. If the organisation cannot concentrate properly, it cannot reach its actual goal.
[bookmark: _Toc37965167]Conclusion
The BMW company should scan the External and internal environment that plays a major role for the organisational success and to survive in the competitive business environment, the company have to choose a perfect business model by which the company can understand the major forces of the business. Eventually, when the BMW company enters into the foreign market, they should evaluate the foreign market condition that provides a proper understanding of the cultural, political, exchange rate and social risks.  
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