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[bookmark: _Toc129929337]                                          Introduction
Organisational culture plays an essential role in the organisations. A positive culture is the foundation of any successful business. It sets the expectations and values for all team members, and it influences the behaviours and actions of the employees. A great culture can help them develop the traits necessary to succeed in today's world. In addition, companies that prioritize culture can also “weather difficult times and changes in the business environment” (Wong, 2020) and appears more powerful. 
To ensure a good culture of their bossiness and avoid a negative impact on it, companies must analyse many external factors which can affect their culture.
This report will discuss the environmental factors and their impact on the organisational culture of Lush Cosmetics. It will use academic frameworks such as PESTLE, Porter's Five Forces, and Beer's model to assess the external environment and its effect on Lush Cosmetics' organizational culture. The report will identify and discuss the key external factors, the barriers to an effective workplace culture, and will provide recommendations to improve Lush Cosmetics' organizational culture.
Lush is a British cosmetics company that was founded in 1995 by Mark Constantine and Liz Weir in Poole, Dorset. The company is known for its handmade cosmetics, which are made from natural ingredients and are not tested on animals. Lush has over 900 stores in 50 countries and has a strong commitment to social and environmental issues. The company has been involved in campaigns against animal testing, supports Fair Trade initiatives, and sources ingredients from sustainable suppliers. In addition to cosmetics, Lush also offers fragrances, haircare products, and bath and body products. Lush has a strong brand identity, with a focus on promoting ethical and environmentally conscious values (Lush.com,2021).
[bookmark: _Toc129929338]                                  Macro-environmental Analysis
When it comes to macro-environmental issues, those that affect a company's whole operation, both directly and indirectly, need a thorough assessment and understanding in order to make the necessary adjustments to the company's operations and so enhance its overall market position. As Lush Cosmetics works in a highly competitive climate, these external environmental elements are more crucial for the firm to analyse in detail in order to survive in the market longer than its rivals that operate in comparable circumstances (Nuseir and Madanat, 2015). Consider the following elements, which are presented in depth with relation to Lush Cosmetics, to better grasp this term. These elements can include political, economic, technological, social, and legal factors, in addition to competitors, customers, and suppliers. By considering the PESTLE and Porter's Five Forces frameworks, it is possible to assess how the external environment affects the organizational culture of Lush Cosmetics.
[bookmark: _Toc129929339]                                      PESTEL Analysis
Political Factors
Political factors can influence organizational culture by introducing regulations that govern the operations of the business. For example, the introduction of a new law in the United Kingdom to ban the use of microbeads (GOV, 2018) in cosmetics has forced Lush Cosmetics to review and reformulate their products. Lush operates in multiple countries, and is subject to different political environments and regulations in each country. An important political factor now is the war between Russia and Ukraine which had negative impact for Lush. The political instability may affect Lush's supply chain and operations. Lush have 48 shops in Russia and 15 shops in Ukraine. Lush closed the 15 shops from Ukraine for business secure but could not close the shops from Russia because are run by a Russian citizen under the legal agreement “had built the business over 20 years, employing over 600 staff who share the Lush values of environmental protection, animal rights, social justice and peace”. The Russian stores remain open, but it is suspending supplies and online sales to the country amid the Ukraine crisis. (Planet News Post,2022). 
Economic Factors
Economic factors, such as inflation and interest rates, can affect the cost of goods and services and can have an impact on the organizational culture of the company. For example, if inflation is high, Lush Cosmetics may need to reduce costs in order to maintain its competitive advantage. Economic factors include foreign exchange, economic decline or growth, wages and inflation, cost of living, unemployment, working hours and availability of credit. 
All these factors affect Lush in negative way for long period. From last year electricity and gas increased prices with more than 50%. (BBC, 2022). Increases inflation, determine suppliers to increase prices and as consequences Lush as well increased prices. Increased prices of raw materials can impact the company's production costs and profitability. The COVID-19 pandemic has had a significant impact on the global economy and has affected consumer spending patterns (BBC,2022).
Social Factors.
Social factors, such as changing consumer attitudes, could influence the values, beliefs, and behaviour of the organization. Lush has a strong brand identity that promotes ethical and environmentally conscious values, which may attract socially conscious consumers. Lush has a strong brand identity that promotes ethical and environmentally conscious values, which may attract socially conscious consumers. Lush can benefit due to people increased interest on natural product, which is an advantage for Lush because their products are natural with organic ingredients.
Technological Factors
A technological factor that can had a negative impact on Lush is technology advancement. During pandemic, Lush should move to online but their business was not ready for this. “Lush has halted European business, suspending online orders and deliveries on top of store closures to protect staff during the ongoing coronavirus outbreak” (Culliney,2020). Lush Cosmetics may need to invest in new technology to keep up with the changing customer demands. Advancements in technology may present opportunities for Lush to improve its operations or develop new products.
Environmental Factors
Lush has a strong commitment to environmental sustainability, and the company's operations and products are designed with this in mind. Climate change and environmental concerns may impact the availability and cost of raw materials, which could affect Lush's operations and profitability. Zero packaging and organic ingredients are advantages for Lush (Lush, 2019)
Legal Factors
Lush is subject to various laws and regulations, such as those related to product safety, environmental protection, and labour practices. The company must ensure compliance with these laws and regulations in all the countries where it operates. At Lush “We believe in complying with the law in each country that we operate in apart from any laws that require us to carry out tests on animals” (Lush, 2020). Because of the business model, lush is not affected negatively. The introduction of the GDPR in the European Union has forced Lush Cosmetics to update their privacy policies and increase the security of their customer data.
Overall, Lush faces a number of external factors that can impact its operations and profitability. The increased prices of raw materials, as well as the impact of war in some regions, can present challenges for the company. However, Lush's commitment to environmental and ethical values may help the company appeal to socially conscious consumers and stay relevant in an ever-changing market.
[bookmark: _Toc129929340]                                          Porter 5 Forces
Developed in 1979, Porter's five forces technique has become one of the most extensively used methods for analysing the external environment, thanks to its high success rate and universal application. Porter 5 forces focuses on the market sector evaluation. It considers the competitive landscape and customer and supplier relationships. This can affect the organizational culture of the company in terms of how it positions itself in the market and how it interacts with customers and suppliers. For example, Lush Cosmetics may need to adjust their marketing strategy to remain competitive in a saturated market.
[image: ]
Supplier Power- Low
the supplier power for Lush Cosmetics is relatively low. Lush sources its raw materials from various suppliers around the world, and has a policy of ethical sourcing. This means that Lush is able to negotiate favourable prices for its raw materials, and has some degree of bargaining power over its suppliers. Additionally, Lush manufactures its products in-house, which reduces its dependence on external suppliers. Therefore, the supplier power for Lush is low.
Competitors Advantages- Highest
The premium cosmetics market is highly competitive, with many established players like L'Oreal, Estee Lauder, and Clinique, as well as new entrants. In addition, there are many small independent cosmetics companies that compete with Lush. Therefore, Lush needs to continually innovate and differentiate itself in order to maintain its market share (Fortunati, Martiniello and Morea, 2020). 
Chances of New Entrants- Medium 
The cosmetics industry is highly regulated, and there are significant barriers to entry, such as the need for high levels of investment in research and development, marketing, and manufacturing (Aronczyk, 2016). Additionally, Lush has established brand recognition and customer loyalty, which makes it difficult for new entrants to compete.
Substitute Products- Highest
While Lush's products are unique and environmentally friendly, there are many other cosmetics brands that offer similar products. Additionally, consumers may choose to substitute Lush products with organic or natural skincare products, which are becoming increasingly popular.
Buyer’s Bargaining- High
The buyer power for Lush is high. Lush operates in the premium cosmetics market, which means that its customers are relatively price-insensitive. However, there are many competitors in the premium cosmetics market, which means that customers have a wide range of choices. This puts some pressure on Lush to maintain its product quality and innovation in order to retain its customer base. Additionally, the rise of online shopping has given customers more bargaining power, as they can easily compare prices and shop around for the best deal. Lush have positioned its brand as a luxury brand. Most of their customers are women between 18 and 35 years, 85 of them are also vegan (Lush,2019). 
[bookmark: _Toc129929341]                                          Organisational culture
According to Deal & Kennedy (1982) culture is “the way we do things around here”. Or with other word culture is “A set of beliefs, values and assumptions that are shared by members of an organisation” (Schein, 1985). The culture of an organization can helps build up a variety of ideas and provide a better understanding of the people within it. It also helps the company communicate with different kinds of people. Culture gives an organisation its sense of identity -’who we are’, ‘what we stand for’, ‘what we do’ and ‘how we should behave’.
Lush mission is “to make their products by hand with only vegetarian ingredients and little-to-no preservatives” (Lush, 2021). Mission statement refer to what they are doing and is visible that Lush mission statement highlights the quality of their products by describing the components that make their products unique. Lush produce cosmetics and beauty products, handmade with 100% natural ingredients. Most of them are naked packaging. Lush avoid animal testing, they test their products on volunteer people. 
For improve the efficiency on their products they are applying their values. 
Vision Statement. Lush have not published a vision statement which describe their plan for business but is visible that they are trying to sustain their mission and are continuously attracting new customers for increase profit. For attract more customers first they must develop strategy to develop their business on market.
Lush history also contributes at their positive culture. Founded in 1995, at beginning sold natural hair and beauty products. After 26 years, Lush operates in more than 950 stores in 49 countries (Lush, 2021).
Lush is well-known for having a company culture that encourages workers to experiment with new ideas and take calculated risks. Customer experience is at the heart of Lush's organizational culture, which generates a performance-driven atmosphere that encourages people to innovate in the quest of an amazing, continually improving customer experience (Lush, 2023).
A great culture helps Lush to be successful. To achieve success employees must work hard. They are applying role culture. Lush work is decided via rules and regulations and employees are working under job description. Each employees knows well what role and responsibilities had in organization. They increase their performance and have a good behaviour because they know that they are working for a big and successful company.
[bookmark: _Toc129929342]                                           McKinsey 7s
An organization's stakeholders and members are guided by its members' and stakeholders' common values, beliefs, norms, and behaviours while making decisions and acting in certain ways (Schein, 1996). Organizations must create and maintain an ethical culture that is governed by a clear code of conduct in order to encourage workers to act ethically and responsibly. The McKinsey 7s assert that an organization may foster an ethical culture by focusing on its seven key constituents: strategy, structure, systems, shared values, style, skills, and staff.
Strategy: An organization's goals and strategy should be founded on ethical behaviour standards and in line with its purpose and vision. This entails drafting a concise code of conduct outlining the organization's principles and moral guidelines. All workers and stakeholders should be informed of the code of conduct, and it should be regularly upheld (Lush,2021). This will guarantee that personnel are held responsible for their conduct and that the organization's strategy and goals are in line with moral standards.
Lush used different set of activities for make their products unique: make them handmade, using only natural and fresh ingredients, naked packaging, and creativity- colourful and different shapes for make them attractive.
“Competitive strategy is about being different. It means deliberately choosing a different set of activities to deliver a unique mix of value” (Michael Porter- 1996).
Lush successful is due to their differentiation strategy being able to develop its products in other way than its competitors. Lush use also few different strategies based on marketing such as product innovation, pricing strategy, promotion planning.
Pricing strategy. Because their products are organic and hand-made and are also expensive. Prices are made according to the weight of the product. They are using a Premium pricing strategy, which means higher prices because of the cost of raw materials and quality of ingredients. In order to cut costs, they keep packaging at a minimum.
Promotion planning. Lush uses bio-degradable products and re-used bottles. For the customer who return bottles in stores after using them, Lush provide some incentive. (Montell, 2017).
Organizational structure: The organizational structure should be created in a manner that promotes moral behaviour. In addition to having a board of directors with sufficient competence in ethical issues, this entails having a clear line of command and reporting system (Lush,2020). A well-defined structure will guarantee that staff members are aware of who to turn to for assistance and direction on moral issues and will aid in ensuring that moral standards are upheld.
Systems: To guarantee that ethical standards are observed and that personnel are held responsible for their conduct, systems and procedures should be in place. This entails putting in place a mechanism for filing complaints and occurrences, as well as one for penalizing staff members who transgress the code of conduct. Systems and procedures that are clearly established will guarantee that staff members are aware of their obligations and that any ethical standards infractions are dealt with immediately and effectively.
According with Lush team” We believe ethical practices should be business as usual”, they do not like ethical to be a value they consider ethical is something normal that Lush do for its customers. On today world many people are interested about natural product and Lush produce them under their recipes using only natural ingredients and natural colorants. Also, Lush do not test their products on animals.
Shared Values: All stakeholders and workers should be informed about the organization's values in a clear and concise manner. Integrity, respect, and trust-centred ideals are part of this. Employees will be more inclined to support the organization's values and make ethical actions if these values are articulated and communicated to them.
Lush values are as following: 
•	Ethical company- lush use eco-friendly packaging
•	Luxury brand
•	Avoid Animal testing- they are fighting to animal testing.
•	Handmade products and fresh products- all products are handmade with fresh ingredients.
•	Creativity - They give a flavour for their products using fruits and vegetables. Manufacturers use fresh fruits or vegetables to make different products in shape, with different colours which creates differentiation on the market.
•	Sell their product on their own stores
Leadership should be done with an emphasis on ethics in both decision-making and behaviour. This involves having a leadership group that is receptive to hearing multiple viewpoints and ready to act to advance ethical behaviour. Employees will be inspired to make moral judgments and accept responsibility for their actions if the leadership team is open to alternative viewpoints and ready to act.
Skills. To guarantee that employees have the abilities needed to make moral judgments and behave responsibly, it is important to equip them with the proper training and tools. Employees will have the information and skills required to make moral judgments and accept responsibility for their actions if they have the correct training and resources. They said, “We believe in happy people making happy soap, putting our faces on our products and making our mums proud”. Lush recruit people with right skills for the Company, but also develop their staff with trainings and specializes in cosmetic industry. Lush employees are very friendly and have a good connection with their customers. They provide accurate information about each product, what it is made of, and what it is used for.  (Lush,2021)
Employees: The company should have a diverse, inclusive workforce that reflects the company's ideals. Equal chances for all workers, regardless of their colour, gender, or other characteristics, are part of this. Employees will be aware of the organization's principles and be able to contribute to the creation of an ethical culture if the workforce is diverse and inclusive. Its employees play an import role for the company. Lush employees are ambassadors for products created by themselves.
[bookmark: _Toc129929343]                                             Ethical dilemma
The issue of animal experimentation is one ethical conundrum that may affect the corporate culture of Lush Cosmetics. While Lush Cosmetics is a cruelty-free company that doesn't test its goods on animals, some of its suppliers may nevertheless subject components to animal testing. This can cause friction between Lush Cosmetics and its suppliers, which might put the company in an ethical bind. Lush Cosmetics should make sure that any vendors are held responsible for any animal experimentation done in order to resolve this issue. Also, Lush has to have a clear policy outlining the moral requirements it has for its suppliers (Lush 2020). This policy has to be applied consistently and made clear to vendors. By doing this, Lush Cosmetics makes sure that all of its suppliers are upholding moral principles and that no animal experimentation is done during the creation of its goods. This will guarantee that both the organization and its suppliers are abiding by its ethical standards.
[bookmark: _Toc129929344]                                        Lash Barriers and Recommendation
Beer's Silent Barriers is a framework developed by Michael Beer, Russell Eisenstat, and Bert Spector (1990) to help organizations identify and overcome barriers to change. The framework identifies six potential barriers which are identified bellow. By addressing these barriers, organizations can increase the chances of successful change initiatives. Applying this model to Lash Cosmetic Company, some potential barriers to change might include:
Unclear strategy and conflicting priorities: Lush may be facing a barrier to change if the organization's strategic direction or priorities are unclear, or if different stakeholders have conflicting priorities (Kotter, 1995). This can make it difficult to align efforts around a common goal.
To overcome this barrier, Lush could clarify its strategic direction and priorities, communicate them clearly to employees, and ensure that they are aligned with the organization's values and mission. Leaders could engage in a collaborative process to develop a shared vision for the organization, involving key stakeholders in the process.
[bookmark: _Hlk129929266]Ineffective senior team: An ineffective senior team can also be a barrier to change, particularly if there is a lack of trust or communication among team members, or if team members do not have the necessary skills or experience (Beer et at al.,1990).
To overcome this barrier, Lush could invest in developing the skills and capabilities of the senior team, such as by providing leadership training or coaching. Additionally, leaders could foster a culture of trust and collaboration among the senior team, encouraging open communication and constructive feedback. 
Leadership style too top-down or laissez-faire: A leadership style that is too top-down or laissez-faire can also impede change efforts, as it may not engage or empower employees to participate in the change process (Kotter, 1995).
To overcome this barrier, Lush could adopt a more participatory leadership style, such as by involving employees in decision-making or delegating authority to lower-level managers. Leaders could also communicate a clear vision and direction for the organization and provide employees with the resources and support they need to contribute to the change process. 
Poor horizontal coordination and communication: Poor communication and coordination among teams and departments can also be a barrier to change, particularly if employees are not aware of how their work contributes to the organization's goals, or if there is a lack of collaboration or information sharing (Beer et at al.,1990).
To overcome this barrier, Lush could improve horizontal communication and coordination by establishing clear lines of communication between teams and departments, fostering a culture of collaboration and knowledge sharing, and providing employees with the tools and resources they need to work effectively together.
Poor leadership and management skills and development: If leaders and managers do not have the necessary skills or experience to lead change efforts, this can also be a barrier to change (Kotter, 1995).
To overcome this barrier, Lush could invest in leadership and management development programs to help leaders and managers develop the skills and competencies they need to lead change efforts effectively. This could include training in areas such as communication, conflict resolution, and change management.
Poor or closet vertical communication: Finally, poor or closed vertical communication, such as a lack of communication between managers and employees or a lack of transparency in decision-making, can also impede change efforts (Beer et at al.,1990).
To overcome this barrier, Lush could improve vertical communication by fostering a culture of openness and transparency, providing regular updates on the change process, and engaging employees in the decision-making process. Leaders could also establish mechanisms for feedback and communication between employees and management. For example, Lush Cosmetics could introduce a system where employees are able to give feedback on their own performance and the performance of their colleagues. Lush Cosmetics could introduce a more flexible working environment where employees are encouraged to share their ideas and opinions.
By addressing these potential barriers to change, Lush can create a more adaptive and innovative organization that can respond to changing market conditions and stay competitive. For example, Lush Cosmetics could introduce a system where employees are able to give feedback on their own performance and the performance of their colleagues.
[bookmark: _Toc129929345]                                                  Conclusion
In conclusion, Lush have a good organisational culture due to its ethically and sustainability business. However, there are many external factors that are influencing the organizational culture of Lush Cosmetics such as political uncertainty and increased prices forced Lush to adopt different strategies and take decisions in order to keep a good culture. They can keep following their old strategies but have also to adapt some modification to sustain in the growing competition and also to keep the business secure. The war between Russia and Ukraine is the best example. Lush suspended 15 shops from Ukraine for this. Their values and culture can be their competitive advantage to sustain in this new eco-friendly and green society. Not testing products on animals can be considerate a dilemma for Lush. However, for improve their organisational culture they should increase employee engagement and involvement in decision-making processes increase transparency and trust within the organization, invest in technology to keep up with changing customer demands, introduce training and development programs to ensure that employees are equipped with the latest knowledge and skills and encourage diversity and inclusion in the workplace.
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