	Program:
	BA Business Management

	Module:
	The Global Business Environment

	Module code:
	LCCB4005
	Contribution to Overall Module Assessment(%):
	50%

	Module Coordinator/Lecturer:
	Dr. Rexon Nting
	Internal Verifier:
	Dr. John-PaulOkeke

	Assignment Title:
	Assessment1
Environmental Analysis of an industry-
	Word	count (or equivalent):
	2000words (+)10%

	Submissiondeadline:
	To be announced by the Assessment team-
Please refer to the assessment schedule published on Students’Hall in Moodle
	The return date of marks & written feedback:
	After the Exam Board






Table of Contents
Introduction	2
Analysis of the impact of COVID 19 pandemic	2
Explanation of the major forces that shaped business environment of fashion industry	2
PESTLE analysis	2
SWOT analysis	4
Porter’s 5 forces	5
Critical analysis of the opportunities and challenges that are poised by the forces over fashion industry	6
Explanation of the adaptations made by other firms to the changes in business environment	7
Porter’s Value Chain	7
Conclusion	9
References	10



[bookmark: _Toc68973385]Introduction
Global business is the approach that companies follow to expand their business in foreign countries. The companies expand their business abroad to strengthen their economy and increase their profit margin. The global business environment aims at the threats and risks that companies face in foreign countries. This study sheds light on the foreign business strategy of Next Plc. Company which is a multinational clothing industry that operates its business on both national and international ground. The objectives of this assignment is to study Pestle analysis, SWOT, Porter's five forces, and business conditions that affected the company due to the breakthrough of pandemic situation.
[bookmark: _Toc68973386]Analysis of the impact of COVID 19 pandemic
[bookmark: _Toc68973387]Explanation of the major forces that shaped business environment of fashion industry.
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	Elements
	Factors
	Influence

	Political
	· The political stability index of the UK is 0.47 (theglobaleconomy.com, 2021). This indicates that the companies can expand their businesses in different countries.
· The Brexit movement has led to the closure of many companies.
	Political stability varies in different countries. Next plc must consider the political issues and negotiate with government officials before penetrating the foreign market. The political stability of the UK allows Next plc to expand its business in different countries, but it may face problems in other locations.
Next plc company adopted ‘No deal Brexit’ where it must face 8-12% of tariff on import and 6-12% tariff on export. This indicates that Brexit Movement has caused the trading system of the company.

	Economic
	· The unemployment rate in the UK reaches 5.1% (business today. in, 2021). This is the highest rate in 5 years.
· The inflation rate of the UK is 1.21% in 2021 (statista.com, 2021). The GDP rate of the UK is 1.46% (macrotrends. in, 2021). This indicates that the companies increase their products’ prices to meet the additional costs for penetrating foreign countries.
	The unemployment rate has caused Next plc to lose its potential consumers. The company found it difficult to operate its huge business operations throughout the world due to a drop in profit margin.
Next plc raised their product prices to meet the costs of raw materials and maintenance of stores. This enables the company to compensate for its expenses that they provided to government sectors to penetrate the foreign market.

	Social
	· With the changing habits and lifestyles of people, the companies have to produce new variety products to sustain their market size.
· Diversity in culture enables companies to understand the cultural values of different countries.
	Next plc produces different items such as clothing, footwear and home products that are needed by people in day-to-day life.
The company maintains an inclusive culture inside the work environment. Next plc hires new people coming from different cultural background to understand their preferences and habits that they can infuse in their products.

	Technological
	· Due to the breakthrough of the Covid situation, people prefer online shopping more than offline service.
· The improved R&D activity helps the company to speed up its production system and improve its product quality.
	Next plc gains maximum profit from online service. The company generated 2.1 billion British pounds at the end of 2020 in online service (statista.com, 2020). This indicates that maximum products were sold during the pandemic situation.
Next plc updated its technologies and software so that consumers can easily place their orders and find their website.

	Legal
	· The companies need to follow all environmental laws to attract new consumers in foreign countries.
· Companies need to obey Consumer Right Law to protect their consumers' rights.
	Next plc uses technologies that help maintain sustainability and help them to attract new consumers.
Next plc prior their consumers and protect their interests and provide offers to their potential audiences.

	Environmental
	· Companies should not use harmful chemicals or machinery that can affect the environment.
· Weather and climate influence the preferences of consumers.
	Next plc reduced carbon emission by 35% and recycled their wastes from landfills by 96%. The company focuses on sustainable business.
Next plc produces clothes, footwear, and home products according to seasonal change.
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SWOT-analysis helps Next plc to analyse its strengths and weakness and evaluate its opportunities among the other competitors.
Strengths-
· The company produces its products and sells them under its label.
· Next plc studies the exclusive market strategies to understand the demands of the market and produce their items accordingly (Thompson and McLarney, 2017).
· As a company manufactures its products, it enables the company to cope up with the changing trends of the market.
· The online service of the company especially during the Covid situation has increased the profit margin of the company.
· Next plc adapts to the changing environment of the market.
Weaknesses-
· Next plc fails to produce inclusive products for which the company loses its potential consumers.
· The company offers fewer discounts and rewards that may lead the consumers to try new companies' products where they will get maximum discount. Especially after the Covid situation, people are only into buying essential and less expensive products.
· Next plc tends to stick to the same policies and rules that they follow in domestic markets. This may affect its business culture in foreign markets.
Opportunities
· Next plc can manufacture, and design products based on the metrosexual desire of men to fit into the feminine counterpart.
· They can produce clothes for bigger and taller-sized people.
· Next plc may arrange events and campaigns to promote their products to target new consumers.
· They may appoint fashion illustrators and photo stylists to forecast their products and arrange fashion shows.
Threats
· The companies that sell their products at low prices are a threat for Next plc. After a pandemic situation, consumers tend to buy cheap products to lower their expenses which increases the rate of substitution.
· The increasing cost of raw materials may affect the profit margin of the company.
· Transportation costs from native place to foreign countries can charge huge amount of Next plc.
· Import and export trade policies may affect the profit margin of the company.
[bookmark: _Toc68197585][bookmark: _Toc68973390]Porter’s 5 forces
· Bargaining Power of Suppliers- Next plc buys its raw materials from the suppliers. The increasing price of raw materials affects the profit margin of the company. Hence, the suppliers use their negotiating power to extract the maximum amount from the company. The impact of suppliers is high on the company that affects the profitability of Next plc. The company started maintaining a supply chain consists of multiple suppliers (McKinnon et al., 2020). This enables the suppliers to reduce their price range so that company buys their materials from them. Next plc target suppliers whose business directly proportional to the company's benefits which reduces the switch over of them.
· Bargaining power of Buyers- After the breakthrough of the Covid situation, consumers use their bargaining power to get their products at a cheap rate. It is easier for consumers to switch over to other companies, so Next plc expand its business in different countries to create a large customer base to lower the switching rate of audiences. The company constantly produces new products to target its potential consumers.
· Threats of Substitute- Consumers tend to switch over to cheap products to lower their expenses. It is easier for customers to switch over to other companies that provide maximum offers and discounts (Aguayoet al., 2017). Hence, Next plc adopt strategies to maintain its customer base by being more service-oriented than product-oriented. The company provides an excellent online platform so that customers can easily select their desired products.
· Rivalry among Existing Competitors- The biggest competitor of Next plc is Arcadia Group. Arcadia Group produces the same items that Next plc sells which increases the competition between these two companies. Hence, the company produces products with unique features and collaborates with its competitors to increase its market size and reduce competition.
· Threats of New Entrants- During the Covid situation, many new firms emerge with cheap product rates and discounts. Consumers are attracted to these new firms due to their price range. The unemployment in different countries led consumers to buy cheap products. Next plc implements new technologies to produce new products and build economic scale to reduce its fixed price to target its potential audiences.
[bookmark: _Toc68973391]Critical analysis of the opportunities and challenges that are poised by the forces over fashion industry.
The challenges faced by the fashion industry are:
· Sustainability- The company needs to focus on their sustainability policies to increase their market share. Next plc implements new technologies to impact less on environment and reduce their fuel consumption.
· Digitalization- The increasing demands in digital marketing, Next plc needs to invest more in upgrading their online platforms and multimedia channels to promote their products.
· Customer shifts- The customers’ demands for high quality products at affordable prices. Next plc needs to maintain their pricing range low to target their customers and reduce switching rate.
The opportunities that fashion industry receives:
· Fashion designers- Many students are pursuing fashion designing study as their career. Next plc company gets an opportunity to hire new candidates with fresh ideas.
· Organize events and fashion shows- Next plc can organize fashion shows with renowned models and celebrities to promote their products and garments. This helps the company to target new consumers.
· Expansion strategy- Next plc may grow their business in different locations to increase their market share. The company may hire new people from different countries in their company to understand their preferences. 
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The biggest competitor of Next plc is Arcadia Group that produces similar products in the market. The adaptations made by both the companies to achieve competitive advantage in their respective field, those are:
	Next plc
	Arcadia Group

	· Next plc strategically plans to reduce carbon emission to impact less on environment. 
· The company increase their number of delivery fleets to reduce their fuel consumptions.
· The company implements new technologies to improve their packaging system to increase their sustainability.
	· Arcadia group faces problems during the seasonal changes. The company implements new technologies to sustain their production during seasonal changes.
· The company has Urban Integrated Assessment facility to assess the progress of their operations in urban areas.
· Arcadia group is changing its policies to combine economic model with spatial planning of infrastructure. 
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Porter's value chain analysis depends on two factors primary and secondary activities of the company, those are:
Primary Activities- It mainly focuses on the production and delivery of products to potential consumers.
· Inbound logistics- Next plc maintain a huge supply chain consists of multiple suppliers. The company maintains its relationship with suppliers to get their raw materials (Benito et al., 2019). Next plc may face problems in distributing its products and retrieving raw materials. Arcadia group generates their raw materials from top companies such as Burton, Wallis and many more.
· Operations- Next plc and Arcadia group maintain both national and international operations that enable the company to gather its funds from different countries. The revenue generated by the company is 4.3 billion British pounds in 2020 (statista.com, 2020). The revenue generated by Arcadia group is around 1.63 billion British pounds in 2018 (statista.com, 2021).
· Outbound logistics- Next plc manufacture its product and sells them in their label without the interference of any third party. Arcadia group depends on third-party developers for sourcing their raw materials.  
· Marketing and sales- Next plc uses an integrative marketing strategy to promote and sell their products. The company produces high-quality products that attract new and existing consumers. Arcadia group implements aggressive marketing strategy to receive feedbacks of their products.
· Service- Next plc and Arcadia group are service-oriented than product-oriented. They try to provide the best platform to consumers for both online and offline services.
Secondary Activities- It is a support system for primary activities of the company, those are:
· Firm infrastructure- Next plc designs and maintains its stores to provide an attractive look to it. This also attracts consumers to buy their products. Arcadia group implements new spatial arrangements to give an aesthetic look to its stores.
· Human resource management- The HR department of Next plc and Arcadia group motivates their employees to give their best that increases the productivity of the company (Eling and Lehmann, 2018). They help the financial department to estimate the company's expenses and budget.
· Technology department- Next plc implements new technologies and methodologies to produce new products (Nagy et al., 2018). The company updates its website and social media pages to reach a wide range of customers. Arcadia group implements new technologies that focuses on both rural and urban facilities.
· Procurement- The procurement mainly maintains the inbound, outbound, and operational units of the company. It denotes the processes that involve purchased inputs that may equipment, machines, technologies, raw materials, and suppliers' charge. Next plc produces their own raw materials and maintains large supply chain to reduce bargaining power of suppliers. Arcadia group sources their products from top industries and maintain their partnerships with these companies to penetrate new markets.
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Next plc is a retail company that produces different variety clothes, footwear, and health products in different parts of the world. The company has to face many external threats and risks that may affect the internal environment of it. The political stability and government policies affect the expansion plans of Next plc. The company has to negotiate with government officials and competitors to penetrate the international market, especially after the Covid situation. Due to the breakthrough of the pandemic, many companies located in different regions have to change their business models to sustain their profitability. The SWOT analysis helps Next plc to undertake the necessary steps to overcome their weaknesses and focus on strengths and opportunities. The product lifecycle of Next plc estimates the quality and market demand of the company among other competitors. Porter's value chain analysis helps Next plc to focus on the internal activities of the company and estimate its costs in every activity of the company.
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