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[bookmark: _Toc113296047]Introduction 
The following report aims to conduct an internal and external analysis of LVMH – Louis Vuitton Moet Hennessy Holding Corporation and the impact the COVID-19 Pandemic has had on its environments - operational processes, employee relations, customer service, revenue, imports, exports, and common for the holding international relations. Will be conducted an in-detail examination of the pandemic impact on the country where the headquarters are based– France, and also on specifics about the High Fashion industry and Luxury Goods retail. 
The main source of the statistical information included in this report has been gathered from conducted research and reports by KPMG – one of the Big Four accounting organizations in the world, which has spread its services in 145 countries around the world, employing 236000 individuals, currently incorporated in the United Kingdom. KPMG has presented multiple pieces of research to develop an enclosure about the impact of the pandemic on the global economy and draw a visual representation to simplify those results overlapping with a time frame for the easy track of the occurred issues, and the pace of recovery. 
The internal analysis conducted concerns strictly on LVMH Holding Corporation, touching on the topics of product manufacturing, mental and physical health awareness, maintaining the LVMH workforce, and industry requirements for employees. Evaluating the internal environment of a business determines the methods and procedures in which business operations are carried out. Those methods and procedures are – business values system; vision, mission, and objective of the business; management structure and internal power relationships; human resources; tangible and intangible assets (financing). 
The external environment is developed by two sectors – micro and macro environments. It is uncontrollable by businesses appearing as single individuals in the formation of the Global Business Environment. Comprise of opportunities and threats for the business and affecting all companies operating in the industry. The external environment are relying on the business’s further growth, market stability, survival, and reputation. The microenvironment is developed by the factors directly concerning the business operations, creating the immediate environment which the business cooperates with when making contact with the external environment, and the macro environment is developed by the major forces which are affecting the industry and the business must comply to its rules if it’s aiming to survive and expand forward. 
[bookmark: _Toc113296048]Internal Environment Analysis and Evaluation 
Business organizations are the particles which are developing the Global Business Environment, with their operational processes. Creating their internal environment which concerns the processes of the business which are controllable and rely on the strengths and weaknesses of the company. The features of the internal environment might be considered the various departments of work which conduct the business processes, such as the business value system, vision, mission and objectives of the business, management structure and business power relationships, human resources, tangible and intangible assets (Surbhi, 2020), all spread within the business functions taking the form of Accounting, HR, Marketing and Advertising, Research and Development, IT, and more additional functions, altogether completing the various business operations focused on overcoming weaknesses and empowering strengths. 
[bookmark: _Toc113296049]The value system of the business 
It represents the set of rules and logical consistency of values which are implemented for simplifying the resolution of occurring issues and developing a standard to be followed. This value system often cooperates with the labour code, and code of conduct applying to the territory where the company is based. The value systems often apply to the cooperation of the business with the external environment – the micro and macro environments, however as it is developed and controlled by the businesses individually and depends on the choices of the business it is considered part of the internal environment. It can apply to the Corporate Social Responsibility measures the business applies, the acceptance and implementation of equality and diversity, and the development of a path for operation completion where the value system reflects the individuality of the business (Nasrudin, 2022). 
[bookmark: _Toc113296050]Vision, Mission, and Objectives
The vision of the company focuses on the overall goals to be achieved, without a set timeframe or action plan, based on imagination and vague knowledge about the actual possibilities. The mission of the company focuses on the reason why the company exists, and what impact it wants to make on the industry or the GBE. The objectives, however, are making the connection between the vision, mission, and real possibility of achieving the set milestones based on the available resources to do so. 
[bookmark: _Toc113296051]Human Resource 
Human Resources are the most impactful asses of a business. It depends on the capability of the company to complete its operations necessary to succeed. HR gathers the skills, competencies, attitude, dedication, commitment, and morale that place in motion the values and goals of the company and appear as amounts of its strengths and weaknesses. Managing the moving force of the business relies on an accurate management structure and good internal power relationships.
[bookmark: _Toc113296052]Management Structure and Internal power relationship 
The management structure of businesses often relies on the size of the company, which determines the demand of teams’ development, and accurate management structure to guide the operational processes of the company, satisfying the needs of the employees regarding a relationship with the employer and received support, and capability of achieving goals. Large Holding companies like LVMH are usually implementing tall hierarchical structures, spread within the 3 major levels of authority – Strategic, Tactical and Operational. Standing on top of the hierarchy is the CEO, and the Board of Directors, followed by the department’s management, through team leaders and reaching the operational level conducted by the team members. Choosing an accurate management structure affects the internal power of the business, which are its employees represented by the operational level of authority. However, managing individuals requires specific attention, and approach, supported by not only the value system of a business, and the clear vision of company goals presented by the company to the employees, but also the understanding of the business about the needs of the employees as individuals.
Theory on the topic has been developed by A. Maslow, named Hierarchy of needs. It represents the structure of human needs, starting with the most basic requirements like air, food, shelter, and clothing and leading to the top of the hierarchical theory where is placed the self-actualization. Maslow stated through this theory that individuals are motivated to achieve when certain needs are satisfied, and often the willingness depends on the level of personal satisfaction (McLeod, 2007). The development of a management structure which is considerate of the Hierarchy of needs, allows business managers to implement the company strategies within the operational level, and improve internal relationships, which boosts the willingness to work and eases the management of employees. 
Internal Power Relationships are impactful for each of the business operations, for instance, the more precise and detailed work, timeframe and goal achievements, higher level of attention to confidentiality and cyber security, and better customer service. Therefore, management structure has an impact on the internal power relationships, which directly impact the customers of the business and its image. The IPR affect the capacity of the business in the form of responding to the market demands, and prioritization of task completion, avoiding additional issues which might be caused by the unwillingness of the human resource. 
[bookmark: _Toc113296053]Tangible and Intangible assets 
The tangible assets of a business are the physical assets the company owns, like land, building, technology, and vehicles, whilst the intangible assets are the marketing and financial resources, the intellectual property of the company, and technological capabilities. Considering the Luxury Goods Industry, and the products which LVMH brings to the market, most of the subsidiary brands have been implementing specific processes of manufacturing, whether it’s about higher quality materials used for the production, or the boutique way of production (hand stitching, personalization, increased production time, increased uniqueness). 
[bookmark: _Toc113296054]External Environment Analysis and Evaluation 
The external environment of a business is divided into 2 parts – micro and macro environments. It represents external forces which imply an impact on the business operational processes and altogether success which is uncontrollable by the business itself. The external environment represents the opportunities and threats for the business controlled by the factors creating the environment. 
The microenvironment represents the direct external connection that the business makes with the external environment in the form of market rivals, the labour market, consumers, and their purchasing power. Availability of suppliers and ability to supply the necessary goods and services to complete the business processes. Shareholders and investors, cover the company’s initial expenses and last, but not least media, which plays one of the most important roles in the success of the business by having the power to popularize or defame a company and its products. 
Theories developed through business archaeology examination and establishing the essence of organizational operations, and reasoning with particular outcomes of typical situations has led to simplifying the understanding of how the Global Business Environment operates, and what is the connection between the internal and external environments of a business. Theories applying to the internal environment of a business are concerning mainly human resources and how they are managed towards achieving organisational goals. Theories which apply to the external environment are focused on the micro-external environment sector. For example, Michael Porter’s Five Forces focuses on the power of market rivalry, customers, suppliers, substitutes and new entrants. The theory elaborates on the connection and impact which the microenvironment applies to business and affects its processes and serves to advise what analysis and considerations should be conducted by business developers if they aim to succeed. 
The macro environment is not directly affecting the business but controls the entire industry where the business might operate. It contains the specific features which are concerning a country or the Global Business Environment altogether. Those features are the Political, Economic, Social, Technological, Legal, and Environmental factors, which are defining the major external environment and its requirements from an organization. Businesses should comply with the laws and regulations applied by the macro environment in the form of internal operations and additional task completion regarding the macro environment expectations. 
Analyzing evaluation of whether the business can succeed in a particular environment is often possible by developing a PESTLE analysis, which reaches all macro environment features and allows comparison with the SWOT analysis developed based on the internal and microenvironments. Considering the power of the macro external environment, after conducting a PESTLE analysis business developers can decide whether the environment is hospitable for the business or not. 
Understanding how the business environments operate and the capability of business developers to implement the SWOT and PESTLE analysis will contribute to the further development and profitability of the business, however considering the mass digitalization happening within the entirety of the business environment, understanding and knowledge of the GDPR is certainly more applicable as initial knowledge (Pabst, 2022). Data Protection Regulation affects the internal and external environments of a business. Some companies have completely adopted digitalized operational processes, including human resource management and customer service, therefore the external environment of the business is the internet, and the moving force is processes completed by subcontractors and software applications, and require self-management and discipline, more than an HR department. 
[bookmark: _Toc113296055]The COVID-19 impact and the KPMG reports and predictions about it
However, in the case of LVMH, digitalization has taken place in the retail sector of the company as well as in marketing. Online sales and services were implemented at the beginning of 2020 by most businesses on a global basis, because of the COVID-19 pandemic. One of the most recognizable features of LVMH is the shares they are selling on the Stock Market which everyone is aware of – depends on the Global Economic Stability. When the pandemic first stroke countries around the world were shaken by the unannounced stopping of economic processes circulation and had to implement new methods of boosting the economy. 
The Global GDP went down by 4.1% in 2020 according to KPMG. This was a drastic change in the economic stability around the world the cause of which was the incapability of the labour market to operate, because of the pandemic restrictions applied, to prevent people from getting infected with the virus. The restrictions in some countries have had so wide range, that people couldn’t get out of their houses and contact with other households under any circumstances. Stopping the workforce led to major financial losses for businesses, a negative impact on the purchasing power of people, and the circulation between businesses and customers stopped as well as business to business. 
LVMH has issued a report showing a 17% downfall in the annual revenue of the Holding Company. Considering the major restrictions and incapability to manufacture their products, the company has shown remarkable resilience and complete cooperation to stop the spread of the virus. Considering the insights and specifics of the Luxury Goods industry, the demand for goods produced by LVMH has always been more important than the pricing of the products, which is the major reason why the luxury goods industry met small downfalls and remained stable throughout the pandemic period and economic crisis. The retail sector for basic goods has suffered a more drastic downfall, because of the psychology standing behind the purchase of luxury goods. 

[bookmark: _Toc113296056]The psychological marketing strategy 
Marketing encompasses the tactics and strategies used by businesses to promote their products and services to the market (Santo, 2022). The range of marketing activities is spread from researching the entire product/ industry consumer market, to developing leaflets and Facebook advertisements. There are basic marketing fundamentals which place the foundation of marketing operations aiming to influence the consumers and increase the profitability of a product and service. Those fundamentals are product, price, promotion, place, people, process, and physical evidence.  The marketing-related activities require an understanding of the fundamentals, used to conduct a detailed evaluation of the retail market, and the external environment of the business, generate ideas to influence people’s purchasing psychology and push the sales of the product or service. 
The game of psychological influence is the most impactful when a product has been advertised. Usually, marketing representatives conduct the research and follow trends related to the promoted production, or examine the market for future trends, evaluating what consumers might be interested in. For instance, fidgets – are simple products which overloaded the market, because of the influence they had over people. Some used it to concentrate more easily, others used it to calm down stress levels and anxiety, anyhow the spinning fidgets were everywhere, in different forms, sold at different prices, expanding to upgraded products, and led to a successful return rate for its inventor. 
The psychology behind luxury goods however is different, as well as the purposes of luxury advertising campaigns. Digging into the depths of the consumers’ needs to purchase luxury goods, can be found a theory developed by the Norwegian-American economist and sociologist Thorstein Veblen. The book he wrote, called “The theory of the Leisure Class” was released in 1899, explaining in detail the necessity of luxury goods for individuals. The theory explains that people tend to associate luxury goods with showcasing prestige and power and evaluate themselves in society. Nowadays, the theory seems to apply in the same way. Luxury goods consumers are chasing the feeling of belongingness that the possession of luxury goods brings them, psychologically making them feel part of the upper class. Usually, people tend to spend more on specific goods after personal achievements often engaged with increased income, promotion or other similar achievements. 
Focusing on the upper scales from Maslow’s Hierarchy of needs, the more people achieve, the more they are looking for better actualization. Materialism is psychologically engaged by people with their achievements, therefore social status, which is the major reason why the luxury goods market operates contrastingly to the rest of the market and the higher prices of the products are more attractive to the customers. 
Thorstein Veblen states in his theory that people are going to degrade in the society of access and waste, however considering the stability of the luxury goods market and the constant association which the consumers made about the luxury goods, the market will remain stable. 
One of the reasons for that stability is the constant advertisement of the modern upper class and the supported association between materialistic possessions and personal acceptance and appreciation. The power of marketing comes from the psychological implementations which the advertisement campaigns are making on the consumers, combined with the mass digitalization of professional and personal activities of individuals. The Internet has become one of the biggest advertising platforms, supported by social media software applications like Instagram, Facebook, and Tik Tok, which are expanding the reach of the media, and upholding the major power of dictating the trends of consumer necessities. For example, Tik Tok channels of influencers called “Tik Tok made me buy it”, or “I bought it so you don’t have to” are all over the platform promoting various products the consumers “didn’t know” they need. 
Associating luxury with status, couldn’t be drastically affected by the COVID-19 pandemic, and people were even keener on purchasing especially through online shopping platforms. Due to the pandemic restrictions, retail businesses digitalized their retail departments and focused on logistics and transportation and managed to respond to the online market demands. 
Bernard Arnault, chairman and CEO of LVMH, proudly stated through a press release, that the holding company met major success, and currently is even better than it used to be prior to the pandemic. The company was focusing on contributing to stopping the spread of the pandemic, however, exactly because of the diverse purchasing psychology of customers about luxury goods, the losses weren’t drastic, and easy to overcome. 

[bookmark: _Toc113296057]Conclusion 
The COVID-19 pandemic hit unexpectedly the global economy, bringing it down with 4.1% according to KPMG – company part of the Big Four accounting organizations in the world. Throughout the report were explained the impacts of the external environment health and internal environment stability on the businesses. Elaboratively explained the components of each environment, and the cooperation between them. Reference was added to relatable business archeology theories, which are applicable to the basics of any business industry nowadays, and relatable to analysis methods used by business developers to forecast their decisions and implement actions and tactics which are going to develop a healthy internal environment and prepare the moving force for the cooperation of the uncontrollable interactions with the external environment. 
Considering that LVMH Holding Corporation takes the largest part of the luxury goods market, it operates on a different scheme than the rest of the retail market for non-luxury goods. Thorstein Veblen’s theory on materialism necessity appeared as applicable addition to the essence of LVMH’s processes, including the diversity of marketing purposes implemented in their activities. Explanation of the influence and expansion of the marketing industry was added. 
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