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An environmental analysis of Hiut Denim Company 

[bookmark: _Toc39616077]Executive Summary
The Hiut Denim Company is based in the United Kingdom and is a brand of unique clothing which offers ecologically friendly clothing to their consumers and customers. The company offers a varied product range comprising of sports related clothing, normal Denim and ecologically friendly t-shirts. The company has been revolutionary in its design aesthetic as well as quality standards. This has allowed Hiut Denim to match the exacting requirements of many major internationally present brands: the products of Hiut Denim Company are then sold at brands own stores such as Timberland. The Hiut Denim Company has been created in order to help provide employment to the unemployed in UK and create a product which caters to the inspirational needs of customers. With these ideological and product wise strong points, the PEST and SWOT analysis has been conducted to identify the internal and external markets in which Hiut Denim Company operates. The Porter’s five forces model as well as the VRIN model has been applied. All of these environmental analyses have led to the identification of certain strategies. The report then goes on to create a marketing plan for Hiut Denim Company going forward. This marketing plan covers all the basics as well as the strategic alternatives which are best suited to Hiut Denim Company.
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[bookmark: _Toc39616078]Introduction
This report is aimed at the analysis and presentation of the currently applicable environmental analysis for the Hiut Denim Company. The report will review the internal as well as external marketing environment in detail from the perspective of the marketing manager of the firm. The report will then critically evaluate the various applicable strategic options which are available for the Hiut Denim Company to implement in their organization. These options will include the marketing strategies, various targeting strategies as well as product positioning. The company is a United Kingdom based brand of clothing offering ecologically friendly products to their customers. The Hiut Denim Company offers a large product range which comprises of sports clothing, Denim and t-shirts. The design aesthetic and quality standards of Hiut Denim matches the requirements of major international brands and their products are later on sold at brands such as Timberland. The company is renowned for providing superior quality of products and embraces the use of technologies in order to sell their products direct to their customers. Hiut Denim has a couple of unique as well as highly interesting techniques which they utilize as a part of their promotional tactics. Some of these techniques include the famous No washing club and the Denim breakers club. (Hiut Denim, 2020)
[bookmark: _30j0zll][bookmark: _Toc39616079]Environmental Analysis
The Hiut Denim Company was founded by partners Clare and David Hieatt. The company started off as a social enterprise: the main purpose of the company was to develop a business model which allowed the generation of employment (Hiut Denim Company, 2020). Based on the environmental analysis of the Hiut Denim company; the marketing strategy was developed by the founders. An in depth environmental analysis goes on to serve as the laid out guide by use of which the company can explore the present external environment it is competing it. An environmental analysis also allows for the evaluation of the company’s internal strengths, their weaknesses, the threat as well as the opportunities that they face. It is the identification of the external as well as internal factors which empower Hiut Denim to recognize the business’s capabilities, their potential untapped customers as well as the environmental regulations and the resulting impacts on the company’s operations (Lenz & Engledow, 1986). An environmental analysis goes on to serve as one of the essential aspects of the business’s plan. It needs to be reviewed on a periodic gap in order to guarantee the successful and competitive running of operations. Hiut Denim Company agreed upon their vision which is to ensure that hundreds of people who had previously lost jobs, get them back as members of the Cardigan market located in Western Wales. The company went on to employ about 400 local members of the society and produced 35,000 pairs of Denim, all locally developed and sold across the United Kingdom. David Hieatt set up Hiut Denim Company based on his previous experiences as an advertising copywriter – a role which he left to pursue Hiut Denim which was formed with the sole purposes of operating as one of the ethically responsible fashion brands in the UK. The brand’s core focus is towards ensuring that the negative social as well as environmental aspects of the clothing sector are kept to a minimum. (M.Ginter & Duncan, 1990) 
1.1. [bookmark: _1fob9te][bookmark: _Toc39616080]PEST Analysis 
The PEST analysis can be defined as the political, economic, social, and technological factors which are prevalent in the external environment where the company being analyzed operates.
The PEST analysis is carried out with the strategic planning approaches in mind and goes on to determine the different aspects by the implementation of which the company is able to gain their competitive advantages (Kim-Keung Ho, 2014). 
1.1.1. Political
Political factors are those which involve the government issued regulations as well as the legally placed requirements and factors which are to be evaluated on the basis of the ability held by these factors in order to significantly affect the external business environment for Hiut Denim. These factors more specifically include the applicable taxation guidelines, the country’s political stability, the applicable federal and regional safety regulations, the trade regulations which are pertinent and the local and federal employment laws such as minimum wage. The different levels of Hiut Denim Company’s taxation within the United Kingdom market have been lowered considerably, which stimulated the economic activities being carried out in the entire region and further led to cost benefits for the Hiut Denim Company. The government of any country is always willing to support local start ups which help in the uplifting of the local economy: coupled with the unique policy of creating ethical clothing, Hiut Denim has been further supported by UK’s government (Kim-Keung Ho, 2014).
1.1.2. Economic
Economic factors include the aspects which are required to be considered when deciding on business practices by any company in order to make certain of effectiveness in their decisions. These economic factors include the country’s economic growth rates, the bank interest rates, unemployment rates of that region and the applicable governmental policies. The economics of the entire supply chain needs to be considered: a rise in the prices of the cotton used by Hiut Denim further raises the manufacturing costs for each unit of Denim eating away from the profits. However, with more jobs being created and a focus towards nationalism as well as environmentalism, the Hiut Denim Company is the best suited to target the consumers and maximize their sales as well as attract new customers. This can be done by the sharing of the concept behind Hiut Denim: an environmentally responsible and ethical clothing company (Kim-Keung Ho, 2014).
1.1.3. Social
Social factors include the customer’s and the consumer’s demographics trends, the cultural limitations which the product faces, education levels, lifestyle of the target customers and their attitudes towards the product and its ideologies. Hiut Denim Company needs to consider the customers’ needs and ensure that the brand is able to deliver as per the needs of the UK market. Within the UK, the local fashion industry has seen a lot of growth since the last few decades: this has been very beneficial to the Hiut Denim Company who has capitalized on this trend to expand their market presence as well as successfully maximize their sales. With the changing thought process of the generation now having the purchasing power, there has been a major shift from “fast fashion” to “sustainable fashion”. Hiut Denim is poised right at the helm of sustainable fashion and can utilize this already existing aspect to cater to more market segments. With the global recession also coming in, people are now focusing on brands which help the local economy as well as sell products which are high quality and long lasting. By simply incorporating all of this information into their marketing materials, Hiut Denim can tap into these segments (Sammut‐Bonnici & Galea, 2015).
1.1.4. Technological
Technological factors include the application of technology such as equipment, methods and even software solutions to ensure an all around better offering. For Hiut Denim these factors are inclusive of technology’s lifecycle, various technological advancements, research & development spending as well as the key role of the World Wide Web. The use of technological solutions allows the Hiut Denim Company to target a tech-savvy and idealist consumer market: this is done by sharing their story and their ideologies not only on their website but also on blogging platforms, Facebook, other social media platforms and by the mouths of various environmentally conscious influencers as well as bloggers (Sammut‐Bonnici & Galea, 2015).
1.2. [bookmark: _Toc39616081]The Porter’s Five Forces
	PORTER'S FIVE FORCES

	NEW ENTRANTS
	HIGH

	Very high competition already in the market
	 

	Needs lower start up costs
	 

	Many established players branching out towards sustainable fashion
	 

	Global production facilities allows for minimization of manufacturing costs
	 

	BUYER'S POWER
	LOW

	Customers who purchase sustainable fashion are aware of the
	 

	 premium pricing and they are willing to pay such prices to ensure
	 

	that the environment and people benefit
	 

	SUPPLIER'S POWER
	LOW

	With raw materials being generic and easily available
	 

	The power which suppliers hold is low. The one factor which can 
	 

	Allow some chances of power are the quality of the cotton. However, 
	 

	this also is rare
	 

	SUBSTITUTES
	HIGH

	With so many different type of offerings in the clothing market, the 
	 

	Customers can easily change brands as and when they want. This can 
	 

	be based on prices, design aesthetic or just plain boredom from one brand
	 

	RIVALRIES
	MODERATE

	With competition so high, the rivalry should also be high. However, Hiut 
	 

	Denim is only operational in a small section of the clothing market which is 
	 

	Denim. It is also unable to mass produce its products which makes the 
	 

	rivalry level to moderate
	 


Table 1: Porter’s 5 forces; self created


	Factors 
	Ranking
	Weight 
	Likert Scale
	 
	 
	 
	 
	Score 
	Weighted Score

	 
	
	
	Favourable
	
	
	
	Unfavourable 
	
	 

	 
	
	
	1
	2
	3
	4
	5
	
	 

	New entrant
	High
	20%
	
	
	
	
	 
	5
	1

	Suppliers
	Low
	20%
	 
	
	
	
	
	1
	0.2

	Buyers
	Low
	20%
	 
	
	
	
	
	1
	0.2

	Rivalries
	Moderate 
	20%
	
	
	 
	
	
	3
	0.6

	Substitutes
	High
	20%
	
	
	
	
	 
	5
	1

	Overall score
	 
	100%
	 
	 
	 
	 
	 
	 
	3


Table 2: Weighted Porter’s; Self Created
1.3. [bookmark: _Toc39616082]VRIN Model
	Factors
	Valuable 
	Rare
	Imitate 
	Organised 
	Competitive implications 

	Pricing strategy 
	Yes
	No
	Yes
	Yes
	Moderate 

	Brand image 
	Yes
	Yes
	No 
	Yes
	Competitive

	Distribution system 
	Yes
	No
	Yes
	Yes
	Competitive

	Sustainable fashion expertise 
	Yes
	No 
	Yes 
	Yes
	Sustainable 


Table 3: VRIN Analysis; Self Created
The above VRIN model explains in detail the sources of competitive advantages which Hiut Denim has. While the company possesses all of the factors in the valuable section, the main advantage which they can capitalize on is the rare aspect of their brand image. This image has been created due to the founding ideology behind Hiut Denim Company. It goes along nicely with the wave of nationalist pride overtaking every nation at this point in time. With economies slowing down there is a call for the use of local products so that local businesses benefit. This was the founding concept behind Hiut Denim. Brand image is also the only factor which is not easy to copy. Hiut Denim is a great idea which needs to be leveraged based on its strengths: the uniqueness of the idea, sustainability of operations and the brand ideology (Schroeder & Kotlarsky, 2015).
1.4. [bookmark: _n6cfghcintvb][bookmark: _Toc39616083]Product Portfolio
The product portfolio of Hiut Denim currently has a high percentage of denim products which are considered to target a wealthy segment. The demand of the products is currently growing however given that Hiut Denim has reached the maturity stage; there is a great need to focus on product expansion initiatives. Alongside we cannot deny the fact that there has been a visible increase in the demand for sustainable fashion which has positively impacted the brand image of Hiut Denim (Eggers, 2012).[image: ]

1.5. [bookmark: _Toc39616084]SWOT Analysis
	Strengths
· Hiut Denim has established itself as a market leader of sustainable fashion
· High quality products improves its brand image in the market
· They have various designs available giving consumers a broad range of choices
· Online accessibility improves the overall image of the company
· Differentiated marketing strategy works in favour of Hiut Denim      
	Weaknesses
· High costs are associated with the products
· Rising competition is negatively impacting the company
· Supply chain issues are caused due to slow production 
· There has been some damage done to the company image because of importing issues. 

	Opportunities
· The brand expansion can be used as a tool to achieve growth
· There is a market for coloured Denim that is a possible new segment Hiut Denim could enter
· The adoption of Denim as formal wear will increase the market share of the customers    
· There is a growth opportunity available in international markets that could be exploited
· There is a growing sustainable fashion industry which would increase growth prospects 
	Threats
· The existence of cheaper brands would negatively impact the brand strength
· There is a reasonably sized grey market which takes away revenue
· Evolution of fashion such as through the introduction of jeggings has made the market more competitive 




(Pickton & Wright, 1998)


[bookmark: _Toc39616085]Marketing Plan
[bookmark: _Toc39616086]Marketing Objectives
In recent years Hiut Denim has undergone a shift in its marketing strategy. Currently they are trying to evaluate different ventures and enter into new markets. For instance, by 2021 they are planning to expand into Russia. Hiut Denim believes that this will increase revenues by around 40% while simultaneously decreasing their prices by 1%. Additionally they are also looking into expanding the product portfolio (Armstrong, Kotler, Harker, & Brennan, 2018). Hiut Denim believes that this expansion will not only help them get greater revenues but also improve their delivery channels and help increase customer satisfaction by 45% till then end of 2021.  Another reason why Hiut Denim is looking into expanding the product portfolio is because it is forecasted that by 2022 the premium Denim market, which is a niche of Hiut Denim, will decline from 8.9% to 5.4%. This has given visible direction to the company since they are aware of the changing factors and shifts in demand that are expected in the future (Mullakhmetov, Sadriev, Gabidinova, & Akhmetshin, 2016). 
1.6. [bookmark: _10fxpzmotyat][bookmark: _Toc39616087][bookmark: _o6hyp56x3b24]Consumer and the Markets  
1.6.1. [bookmark: _Toc39616088]Positioning
Hiut Denim positions itself in a unique way; they chose one or two key areas to implement the strategy. Because of this targeted positioning Hiut Denim is effectively able to consider its strengths and weaknesses; this enables it to position its product in line with the price, quality, application or competitors (Camilleri, 2017).
Since the products of Hiut Denim are differentiated in the sense that they are unique and handmade it gives the company a great opportunity to present itself as a brand different from any of its competitors. Additionally since the company is going into international ventures, it further extends the competitive advantage that it has in the industry.        [image: ]
The strategic positioning graph of Hiut Denim is shown on the left. The best strategy would be for Hiut to implement a market development strategy while entering into the Russian market. This will not only enable the company to gain competitive advantage but at the same time it will allow them to create a brand image. The positioning map helps both the consumers as well as the company. In terms of consumers it helps develop the perception of the product, while for the company it helps in understanding the prospective position of the brand.  Currently Hiut Denim’s major competition is with Zara as it is positioned as a high fashion brand; which allows for very restricted variability in the pricing strategy. Therefore their marketing plan is to reduce prices as they expand into new markets and try to attain a positioning between high fashion and low prices (Terech, 2018). 
1.7. [bookmark: _k4d8qseetl5q][bookmark: _Toc39616089]Marketing Strategies
As stated earlier, since the company is adapting to changing consumer patterns, there is a definite need to tweak the marketing strategy in a similar way. In line with the expansion projects that Hiut Denim is looking into, this would ultimately be the most effective marketing strategy they could adopt. Another venture that Hiut Denim could consider is expanding its marketing channels through omnichannel retailing. The concept behind omnichannel retailing is that it would allow consumers to make purchases from any location via an application. This would allow customers to make purchases sitting anywhere and lead to greater satisfaction and ultimately improve the brand loyalty. This strategy would be greatly backed by the fact that consumers are now more digitized than ever before, and in today's day and age it has become extremely crucial for companies to have an online presence - and it has been known to increase the purchases and cause sales maximization (Hollensen, 2019). 
1.8. [bookmark: _x2ddg5e7k225][bookmark: _Toc39616090]Marketing mix
The marketing mix revolves around four key aspects that go into making a product successful i.e. product, price, place and promotion. Every aspect of the marketing mix helps organizations make and implement different marketing strategies to improve efficiency and create profit maximization (Ottman, 2011). The marketing mix of Hiut Denim is as follows:  
1.8.1. [bookmark: _i4c6ent7qzpr][bookmark: _Toc39616091]Product
Hiut Denim has been known to lead the denim reformation through using technology which makes their products of superior quality. Along with that the company focuses on providing after sales service and launched a club named the no-wash club where they share with the consumers tips for making the Denim last longer. In the marketing mix for Hiut Denim product has an extremely important role as the whole brand image of the company is based on the superior, premium quality Denim (Sulaiman, et al., 2017).     
1.8.2. [bookmark: _mnqryafq4r0h][bookmark: _Toc39616092]Price
Price is the consideration that customers pay in exchange for the product; the mechanism behind driving prices can range from premium pricing to cost based pricing. The ultimate goal while deciding a price for any product is to gain more customers, in the case of Hiut Denim, the prices vary across the range of products. Hiut focuses on differentiation of its customers based on price segments, for instance individuals who are interested in getting a unique finish through special fitting will be dealt in a separate price bracket as opposed to those buying basic Denim. This customization opens the doors of value - based pricing for Hiut, and it allows them to price the product based on what the customer perceives it to be. However the fact that Hiut is getting ready to launch into a new market cannot be ignored because it means being able to adopt a competitive pricing strategy in order to penetrate the market and gain market share (Kucuk, 2016). 
1.8.3. [bookmark: _w63namdda6eo][bookmark: _Toc39616093]Place
Place refers to the physical presence of stores etc. that are setup to provide customers the convenience to buy products. Hiut Denim currently does not have its own operational chain of stores, instead it partners up with independent retailers from France, Germany and UK to stock their products. Hiut Denim mostly partners up with clothing stores and specialized jean retailers to stock their products. Hiut is responsible for any deliveries take over through their e - commerce website while the retail market adopts the strategies of its partners (Rosenbaum, Kelleher, Friman, Kristenssond, & Scherere, 2017). 
1.8.4. [bookmark: _o38juslgmbm1][bookmark: _Toc39616094]Promotion
Promotion includes any form of media communication achieved with the intent of marketing and includes but is not limited to advertising, public relations and sales promotions. Hiut Denim promotion strategy is based on the pull factor rather than the push factor. This basically means that the company tries to increase the demand for its products but as opposed to traditional pull strategy they do not focus on promoting consumerism but instead they invest in developing products that will last for quite some lifespan. This ideology has allowed Hiut to gain competitive advantage and hold a differentiable promotion strategy. Apart from this Hiut also used digital platforms such as blogs, social media to directly sell the products to customers (Thabit & Raewf, 2018). 

[bookmark: _7d5ccif1d0nm][bookmark: _Toc39616095]Strategic Options
Strategic analysis goes on to determine the examinations of all of the currently followed strategic positioning of any brand. Strategic analysis allows the evaluation with regards to strategic choices as well as strategy implementations. After the process, the company goes on to select the strategic choice which they want to implement based on the exploration of all of the currently applicable and future projected needs of the company. The evaluations carried out of external markets environment as well as the internal capabilities which go on to further determine what will be the most appropriate strategy to be adopted with the minimum risk. For the Hiut Denim Company there are two strategic choices available (Moulton & Sandfort, 2016). The two choices are:
 Growth strategy
 Differentiation strategy
Before the management of Hiut Denim makes their strategic choice, the above carried out application of Porter's competitive strategies helps in the examination of how any organization is able to pursue their chosen goals. It can be deduced from the porter’s generic strategy application that the “differentiation strategy” is the most suited option for the Hiut Denim Company. This strategy is the best one aimed at gaining a unique market share. By positioning their products as premium and unique with a good back story, Hiut Denim will be able to charge a higher price” premium pricing for their products (Widuri & Sutanto, 2018). The company can implement differentiation by:
Ideology Differentiation: by shouting their purpose and their fair employee treatment policies, Hiut Denim can position them in a spot where the higher needs of the consumers are met. They can help the consumers feel god about their choices (Okimoto & Gromet, 2016).
Design based differentiation – This type of design differentiation is aimed at simply differentiating the product currently being produced on the bases of the designs - this can be current designs, with a few amendments or even by the use of new designs (Hamari & Lehdonvirta, 2010).
Quality based differentiation – This differentiation is already one of the strengths of Hiut Denim: this quality based differentiation will easily allow the consumer to feel as if they are partaking in a premium product. This will allow Hiut Denim to sell more and have more feel good sales (Baksi, Bose, & Xiang, 2017).
Once the management of Hiut Denim has selected the differentiation strategy, its progress is to be measured via the use of the Ansoff matrix. The Ansoff matrix goes on to describe in detail about the product’s marketing strategies as it explores the new markets and does a pros and cons analysis of which market will be best. Hiut Denim can carry out this exercise for all of the developing countries to target and especially Russia as it has been repeatedly highlighted as one of the best potential markets for expansion. The new market being analyzed can simply be a new segment in the currently accessible market or a totally new one in the foreign market. This will help the company by:
· increasing the sales of Hiut Denim through the launching of the brand into the new market
· Will open up avenues for further geographical markets expansion as well as become the first step in the international expansion of Hiut Denim.
· Identify other potential opportunities in international markets
· gain much needed exposure to the process of launching abroad
[bookmark: _arize6cid8uc][image: ]
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[bookmark: _Toc39616096]Conclusion
Going forward Hiut Denim Company is already in a place where it has essential factors which are working in their favour. The company simply needs to understand where its strengths lie and market them to be able to connect with their targeted consumer market on a personal level. By doing so, not only will they be staying true to their ideology but also be able to carve out a special place in the market; something that sets them apart from the competitors and resonates with the consumers.
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Figure 7: Ansoff Matrix

Source: Hiut Denim (2020)
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