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Strategic starting point	7
2
Introduction
BHP Group Ltd (BHP) is a diversified miner headquartered in Australia, with 265 Mt of iron ore and an estimated 2 Mt of copper produced in FY2026 – for the first time, copper contributed over half of underlying EBITDA (BHP, 2026a; 2026b). The marketing environment framework by Kotler et al. (2024) is used to analyse BHP's low-carbon movement. After the short three external actors  are  analysed,  namely  the  natural  environment  (primary  focus),  the  political-legal
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environment and customers. Task 1 assesses these actors, Task 2 suggests a growth strategy based on the Ansoff (1957) matrix and Task 3 is a reflection on decisions and limitations of the analysis.
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Task 1: Marketing Environment Analysis

Analytical approach
Kotler   et   al.   (2024)   separate   the   microenvironment   (customers,   competitors,   suppliers, intermediaries, publics) from the macroenvironment (natural, political, economic, technological, demographic and cultural forces). The three actors were chosen on the basis of causal logic; that is, the problem is set by the natural environment, the political-legal environment translates it into
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legal cost, and customers decide if BHP can be rewarded for solving it. Assessment of the actors is done for evidence, opportunity, threat and marketing implications.
Natural environment (primary focus)
BHP is most exposed to the natural environment. BHP's FY2026 operational (Scope 1 and 2) emissions totalled 9.4 Mt CO -e, which is 33% lower than the emissions level in FY2020 that was2
used as the baseline for calculating emissions reductions. This is due to the iron ore and steelmaking coal processing by customers, which generates 429.0 Mt CO -e Scope 3 emissions,2 of which around 85% comes from customers processing iron ore and steelmaking coal (BHP, 2026a; Carbon Credits, 2026). So, Scope 3 would contribute to the combined footprint of about 98% (Figure  1). This  is representative  of the industry as a whole: About 7% of global CO2 emissions are from iron and steel, and blast furnace routes remain predominant (IEA, 2020). Kotler et al. (2024, pp. According to 115-117, sustainability is becoming a shaping force in marketing decisions, driven by the desire of stakeholders for credible action, which is evident in BHP's reporting.
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Figure 1: BHP emissions profile, FY2026 (Mt CO -e). Source: constructed from BHP (2026a)2 and Carbon Credits (2026); Scope 3 shares are approximate
In this case, there are two features that makes this actor strategically important. First, BHP's easiest savings are in place: Scope 2 emissions are down 70% from FY2020 thanks to renewable power purchase agreements (PPAs) and the rest is dominated by diesel and methane, the latter accounting for 12% ofFY2026 Scope 1 and 2 emissions (Carbon Credits, 2026). Operational emissions rose slightly in FY2026 and BHP now expects 3-5 Mt of residual emissions by 2050 (Carbon Credits, 2026). Second, the overpowering elimination is beyond the control of BHP. The direct reduction process with hydrogen can reduce the carbon footprint associated with ironmaking, but it requires a significant supply of fossil-free electricity, and the capital-intensive, relatively high life cycle value of the steel assets makes it difficult to turn over technology. A significant amount of fossilfree electricity is required for hydrogen-based direct reduction, and the high life cycle value of the steel assets, slower technology turnover with direct reduction. BHP admits that its net-zero Scope 3 target is a 'best estimate' (BHP, 2026b).
Pollution prevention is the first stage, and product stewardship and sustainable development are the last  stages  of the natural-resource-based view that Hart  (1995) posited  for firms. BHP's operational programme  is  an  attempt  to reach  the  first  stage,  while  co-developing  customer technologies is an attempt at the last stage. Porter and van der Linde (1995) also suggest that environmental pressure can stimulate innovation that can offset compliance costs, which is BHP's approach  to  co-investment.  Critics  argue  that  its  steelmaking  objective  is  a  qualitative,  not quantifiable,  one  and  is  heavily  reliant  on  carbon  capture  (IEEFA,  2024).  The  marketing implication is to think no longer in terms of tonnes, but rather credible decarbonisation pathways.
5
This has a greenwashing risk because people are claiming stuff that isn't necessarily backed by actual performance (Delmas and Burbano, 2011) and particularly so because Scope 3 emissions increased by 1% in FY2026 (Carbon Credits, 2026).
Political-legal environment
The rule of law translates environmental pressure into financial penalties, but not uniformly along BHP's value chain. Australia has an amended Safeguard Mechanism in place at the national level, which will reduce baselines by 4.9% per year, up to 2030, for facilities with emissions of more than 100,000 t CO -e (DCCEEW, 2026). The 4.9% rate is only guaranteed until 30 June 20302
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(Clean Energy Regulator, 2026) and subsequent settings are unclear. For BHP, it's primarily a scope 1 constraint, a positive for operational abatement and a credit market exposure for the ~98% of emissions held by customers. Compliance costs can also be reduced, and the signal of real abatement reduced, with flexibility afforded via tradable credits (DCCEEW, 2026).
In January 2026, the EU's Carbon Border Adjustment Mechanism (CBAM) has gone into its final implementation phase, covering 98% of import volumes of iron and steel (European Commission, 2026; European Parliament and Council, 2023). Although BHP is not importing to the EU, CBAM prices the carbon embedded in the steel that its customers export, pushing carbon costs up the supply chain, all the way back to ore specification and sourcing decisions. The analytical insight is that home-market regulation is least likely to be the price factor that dictates a premium for lowcarbon ore, and instead, it is the importing-market regulation that is most likely. Freeman (1984) used a  stakeholder viewpoint,  and  Oliver (1991) developed a continuum  of strategic response to illustrate BHP's decision: compliance only is a defensive response, while shaping standards through industry collaboration is a proactive response.
Customers (steelmakers)
The natural-environment problem is solved by customers since the steelmakers are the ones who have control over the furnaces. BHP has thus followed a co-development, not transactional selling, approach. In September 2026, BHP and China Baowu announced a five-year alliance to reduce the carbon intensity of their blast furnaces by at least 30%, exceeding 80% carbon-intensity reduction if they use hydrogen-based direct-reduction methods, which resulted in metal with approximately half the carbon intensity of blast-furnace metal (Benedicto, 2026). BHP (2024) also announced

6
that in 2024, BHP, Rio Tinto and BlueScope would be looking at an electric smelting furnace pilot for Pilbara ore. Timing is key: BHP predicts that the broader market will turn to the new technology for steelmaking after 2030 (BHP, 2026b). Therefore, commercial benefits of positioning around lower carbon will be delayed, if at all, until after regulatory and reputational pressures.
But monetisation has its limits due to customer power. Increasingly, the state buyer – China Mineral Resources Group – has begun negotiating with mills on their behalf, and only buys for the mills that win concessions, as identified by Porter (1985) as a competitive force. Mills are still largely motivated by cost and quality, and there's not much of a public record of the enduring
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premium on lower carbon ore. The authors of Peattie and Belz (2010) make a point of saying that sustainability marketing is most effective when environmental value is part of the product offering itself and not an afterthought, in the form of communication. In this case, embedding carbon performance in ore specification, contracts and technical service.
Synthesis
The analysis is summarised in Table 1. The natural environment is the primary source of regulatory and customer pressures, and BHP's leverage is the lowest where its footprint is the greatest. This is an exposure-high and control-low combination that is the primary issue covered in Task 2.
	Actor
	Key evidence (FY2026 unless stated)
	Opportunity
	Threat

	Natural
environment (primary)
	Scope  3  of 429.0  Mt versus 9.4 Mt operational; diesel and methane hard to abate
	Lead                credible
decarbonisation partnerships
	Residual emissions; greenwashing
scrutiny

	Politicallegal
	Safeguard baselines fall 4.9% a year; CBAM definitive from
2026
	Regulation        signals demand for low-
carbon ore
	Credit                  costs;
post-2030 uncertainty

	Customers
	Baowu  partnership  renewed; centralised Chinese
purchasing
	Co-investment
secures            long-
term
relationships
	Buyer               power;
unproven premium


7
Table 1: Synthesis of external marketing environment actors; analysis based on sources cited in
Sections 1.2 to 1.4


Task 2: Strategic Growth and Competitive Positioning

Strategic starting point
BHP's competitive advantage comes from resources that are valuable, rare and hard to imitate
(Barney, 1991): its large Pilbara ore base and low unit costs of US$19.66/t at Western Australia Iron Ore that underpinned its US$14.5 billion of iron ore EBITDA in FY2026 (BHP, 2026b). Put simply, it is cost-leadership according to Porter (1985). The environmental analysis reveals that
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cost leadership is only fragile if carbon costs become a factor for customers, which is why BHP needs to differentiate on carbon credentials, but not lose its cost focus. The same electric smelting pilot (BHP, 2024) is followed by Rio Tinto, which means there is not a clear first-mover advantage other than the narrow window  and  exposure  that  it  may  have.  Partnerships  detect  shifts  in technology, staged investments capitalise on them, and business reconfiguration through portfolio change drives the transformation of the business, these are all best understood through the lens of the dynamic capabilities theory of Teece (2018).
Ansoff Matrix recommendation
Ansoff (1957) identifies growth in terms of product and market growth, and as a firm gets further away from its core, the risk increases. Each quadrant was evaluated for BHP, and the recommended emphasis is shown in Figure 2 and Table 2.
	Quadrant
	Proposed action for BHP
	Rationale and risk
	Timing

	Market
penetration
	Deepen     co-investment     with existing steel customers; embed verified    emissions    data    in contracts
	Builds on current relationships; lowest risk, but
premium unproven
	Now
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	Quadrant
	Proposed action for BHP
	Rationale and risk
	Timing

	Product
development
	Ore  blends,  technical  services and pathway offers for modified blast     furnaces     and     direct reduction
	Leverages                    research
partnerships; requires technology validation
	2–7 years

	Market
development
	Lower-carbon             supply
proposition for direct-reduction and electric furnace producers in new regions
	New   buyers    and    logistics; limited demand evidence
	5–10
years

	Diversification
	Staged minority stake in electric smelting furnace pilot
	Highest risk: new capabilities; staging limits exposure
	7+ years


Table 2: Ansoff Matrix options for BHP. Source: analysis, applying Ansoff (1957)
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Figure 2: Recommended Ansoff Matrix emphasis for BHP. Source: author's adaptation ofAnsoff
(1957)

The recommended approach is a "penetrate then develop" approach. It is first market penetration, as customers, trust and technical platforms have already been established, and the Baowu renewal is already ready for use. Product development follows as trials confirm new technologies and turn research into ore specifications and services which the steelmakers can use. Market development
9
is then the growth of this proposition to new direct-reduction producers. Diversification is limited to a staged option because Ansoff (1957) cautioned that the farther away from the core, the more risk. Market development is the most speculative quadrant since there is no regional demand information to back it in this report, and it's best not to make a commitment to market development without testing the hypothesis.
Two cautions apply. The increase in copper's share of EBITDA (BHP, 2026a) provides a portfolio hedge but does not decrease scope 3 emissions. Furthermore, the amount of BHP's emission reduction investments in the FY2026 period was approximately US$65 million (BHP, 2026b), less than 0.5% of its iron ore EBITDA, meaning funding for decarbonisation investments towards customers should be explicitly prioritised.
There should also be contingencies within the strategy. While Vogl et al. (2018) predict that hydrogen and renewable energy will remain uncompetitive in the Pilbara, direct-reduction routes could stall and modified blast furnaces will represent the pragmatic solution, which is why BHP should pursue both pathways and keep both options alive. On the other hand, if CBAM-like
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regimes were implemented in other importing markets, potential premiums would increase and market development can be accelerated.
Achieving competitive advantage
The four moves should lead to competitive advantage. Firstly, differentiation via verified carbon transparency: Product-level emissions data and co-developed pathways, in line with shared-value logic as presented by Porter and Kramer (2011) and ‘adopt a stewardship role ’ as presented by Bocken et al. (2014). Second, cost leadership, which was maintained by renewable power contracts and operating discipline. Third, the sharing of risk in pilot projects, with Rio Tinto and BlueScope, on the understanding that the gains from this will be generated through customer intimacy – not through sole technology. Fourth, disciplined communication: claims confined to confident metrics, clearly distinguishing aims and trials from actual performance, as Baowu's 50% reduction isn't commercial performance, but a trial outcome (Delmas and Burbano, 2011) (Benedicto, 2026).
The visibility of milestones can also mitigate the illusion of return erosion to investors when they perceive that decarbonisation spending is a diluter of returns (Porter and Kramer, 2011). Success


10
metrics should comprise the percentage of sales driven by decarbonisation partnerships, verified data coverage of product-level emissions, Scope 3 progress and Safeguard credit exposure.
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Task 3: Managerial and Professional Reflection



















Key decisions
I would show them to the senior leaders and, for each decision, give them the reason for making the decision, and tell them what my confidence was in the decision.
Company: BHP was chosen because its disclosure (Scope 3 by category, explicit targets, restated baselines) allows evidence-based analysis, and it is a miner whose emissions are predominantly with customers. Different dynamics would have been realised under Codelco or Tata Steel with weaker comparable disclosure. The downside of this, however, is that excessive use of BHP's selfreported data may come with its framing.
Actors:  The  natural  environment  was  mandated;  political-legal  factors  and  customers  were selected as they act as a conduit for environmental pressure to cost and revenue. The economic forces  (carbon  prices,  commodity  cycles),  the  technology  costs,  the  rivals,  and  the  publics (investors, communities) were not analysed separately, and hence the rivalry and capital-market pressure are expected to be underestimated (Porter, 1985).



11
Growth strategy: The advantage of the Ansoff path was that BHP's strength was in its ore supply and its customer relations, so a sequenced path was chosen over rapid diversification. Priority
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ranking, however, is not calculated, but rather judged. A cost-only approach was ruled out as it did not take into account the customer-side transition on which BHP's future demand relies.
Limitations and information gaps
There are some limitations in the analysis. It relies on secondary data and self-reported data, as BHP's restatement of its operational reduction in FY2025 from 36% to 34%, due to a change in its Scope 2 methodology,  shows  how  fluid  such  metrics  can  be  (Carbon  Credits,  2026).  Some information is provided via trade press  and  analyst  commentaries, but no primary  data was gathered. No financial modelling of premiums or abatement costs was conducted, and the analysis is a snapshot in a fast-moving policy environment. A consultant would want to find out the following before making recommendations (Table 3).
	Gap
	Information sought
	Method

	Customer
willingness to pay
	Premium    sensitivity    and    contract terms by segment
	Structured interviews with steelmakers

	Pathway economics
	Pilbara    hydrogen    and    renewable power costs; abatement cost curves
	Techno-economic modelling

	Competitor positioning
	Rivals' low-carbon offers and partnerships
	Peer benchmarking

	Policy trajectory
	Post-2030 Safeguard settings; CBAM scope changes
	Scenario analysis

	Stakeholder views
	Investor, community and NGO expectations
	Stakeholder mapping (Freeman, 1984)


Table 3: Information a consultant would seek before finalising recommendations

Professional learning
Based on Gibbs' (1988) reflective cycle and Schön's (1983) idea of the reflective practitioner, the primary takeaway from the main lesson is that when you make a recommendation when there is not enough information, you need to explicitly state your uncertainty. One additional step would
12
be to provide customers with ranges for the scenarios, provide early testing with customers of the assumptions, and lead with the recommendation along with its confidence level. The marketing environment analysis is useful not so much for executives because of the framework as because of what it reveals as trade-offs.
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Conclusion
The shift towards lower carbon products is a strategic opportunity for BHP, but also poses a number of difficulties. It has significant Scope 3 emissions, regulatory demands and customer pressure for decarbonisation, which makes it crucial that it works more closely with steel producers. This is a structured   response   via   a   sequenced   Ansoff   strategy   (market   penetration   and   product development). Uncertain technology  and  gaps  in premium  evidence  and  data,  though,  mean investors must be careful and regularly reassess.
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