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PART 1

Introduction

International business expansion has become the first important strategy for
companies that are seeking growth and competitive advantage in the international
marketplace, where countries often develop specific industries that achieve
international recognition due to their strong resources, skilled labour, and supportive
business environments. One of the most prominent industries associated with a
particular country is the fashion industry in Italy, which is widely recognised for its

premium brands and high-quality craftsmanship, with a strong global reputation.

The Italian fashion industry is very famous because it plays a crucial role in the
country's economy and contributes significantly to exports , employment, and
international trade. Moreover, fashion houses such as Prada, Versace, Armani, and
Gucci have established Italy as a global fashion hub. This report aims to analyze the
competitiveness of the Italian fashion industry and evaluate the reasons that
contribute to its global success. Additionally , this report will provide an overview of
the industry within ltaly and examine the major firms operating in the international
market. Finally, this report will analyze the main factors that influence the operations
of Gucci in the Italian market by considering the political, economic, and legal factors

affecting international business operations.




PART 2

Industry and Country Overview

The Italian fashion industry is very famous because it plays a crucial role in the
country’s economy and takes part significantly in exports, employment, and
international trade. Moreover, fashion houses such as Prada, Versace, Armani, and
Gucci have established Italy as a global fashion hub. This report aims to analyse the
competitiveness of the Italian fashion industry and evaluate the reasons which take
part in its global success. Moreover, this report will show an overview of the industry
within Italy and examine the major firms operating in the international market, and
after all this report will analyse the main factors that influence the operations of Gucci
in the Italian market by considering political, economic, and legal factors affecting

international business operations.

fashion industry is one of the most beneficial and high-income sectors in Italy and in
every country, which plays a most important role in all countries’ economic
development and global reputation, and Italy has long been recognised as one of the
world’s fashion leading centres in the world due to its strong tradition of
craftsmanship and its innovation, and the most important one is its luxury branding
development. moreover, Italy fashion is known for high quality and premium material
in their products, and they have creative design and strong heritage which attracts

global consumers and investors to buy their products.

this fashion industry mainly contributes to the Italian national economy through
exporting its products and catches many tourists’ and visitors’ attraction to lItaly, and
now lItaly is known for Italian fashion and premium products. According to industry
reports, this sector generates billions of euros annually and provides employment
opportunities for hundreds of thousands of people across the country, and skilled
foreigners join them mostly because of their demand, as Italy, due to its fashion

industry, has a huge demand for skilled workers and professionals. For example, the




Italian fashion industry generated approximately €57.8 billion in revenue and
employed around 246,000 workers in recent years, and this demonstrates its
importance to the national economy (Confindustria, 2022), which is around 12% of

the country’s total export (Italian Trade Agency, 2022).

the industry has many several segments such as luxury fashion and ready-to-wear
clothes, and in shoes they have footwear, and many more like leather goods and
accessories, and because of this Italian luxury brands are particularly influential in the
international global market and are known for their premium quality and strong
branding identity. Italian premium products are exported worldwide, and the major
importers are the United States of America, China, and European countries, and this
strong demand creates performance reflected in the global market for Italian premium
products. This situation gives Italy a strong position in the international fashion

industry (Invest in Italy, 2023).

Italy owns many famous fashion cities such as Milan and Florence, and these cities
host important fashion events, exhibitions, and trade fairs that attract designers,
buyers, and investors from around the world, and some popular events are Milan
Fashion Week, which plays a key role in promoting Italian fashion brands in the world

and earning a global reputation in the luxury fashion market.

the Italian fashion sector has recognition of fashion houses that compete both
domestically and internationally. Among the most influential companies are Prada,
Versace, Armani, and Gucci because these companies have established strong and
famous branding identities and they maintain a competitive advantage through

design innovation and brand heritage in the stage of the global market.

focus on the Prada, which is widely recognized for its minimalist design philosophy
and high quality that are famous among consumers, and similarly, Armani has
developed a very diversified product portfolio that includes clothing, accessories, and
lifestyle products, and in the same way, Versace is known for its bold premium style,
which has a unique identity in the market which appeals to consumers seeking

glamorous fashion products that have value in the customers’ eyes.

among these companies, Gucci has emerged as one of the most famous and

successful companies, which has luxury brands, and this company has achieved




strong financial performance through innovative marketing strategies. however, they
sell their products online, which means they have an effective online promoting
strategy, which is effective brand positioning, and they mostly attract young
consumers who are looking for attractive luxury products, and they combine

traditional Italian craftsmanship with modern design and digital marketing campaigns.

just because of its success, this company has faced increasing competition in the
global fashion industry from other global fashion markets such as France, the United
States, and emerging Asian markets, and through this Italy maintains a strong
competitive advantage due to its long-standing reputation for craftsmanship, skilled
labour, and high-quality manufacturing, and it helps ltaly to compete in the global
fashion market and strengthen its position as a leading international fashion hub and

now Gucci has an identity in the international fashion world.

PART 3

Porter’s Diamond Model Analysis

The global competitiveness of the fashion industry in Italy can be effectively analyzed
using Michael Porter's Diamond Model of National Advantage, and according to this
model, it explains how specific national factors contribute to the competitive success

of industries in the international market (Porter, 1990).

1. Factor Conditions

Factor conditions refer to the availability of resources such as skilled labour,
infrastructure, technology, and raw materials and through this Italy possesses highly
specialized factor conditions that strongly support the fashion industry. The country is
known for its skilled artisans, designers, and craftsmen who produce high-quality
luxury good and This skilled workforce is a key source of competitive advantage,
particularly in segments such as leather goods, textiles, and tailoring (Djelic and
Ainamo, 1999).




In addition, Italy has well-developed infrastructure and industrial clusters, especially
in regions such as Lombardy and Tuscany, which support efficient production and
innovation which gives Access to high-quality raw materials, particularly leather and
textiles, further strengthens the industry’s global competitiveness and such of These
advanced factor conditions allow Italian fashion companies to maintain superior

product quality and differentiate themselves in the global market.

1. Demand Conditions

Demand conditions refer to the nature of domestic demand for products and
services according to Porter's Diamond Model, and in Italy, there is a strong domestic
demand for high-quality, fashionable, and luxury goods, which improve the taste of
Italian consumers and they have become highly style-conscious and sophisticated,
and because of this, they encourage companies to continuously innovate and

improve product quality.

this too much demand in the market acts as a driver of innovation and forces
companies to develop products that meet high standards before entering
international markets. Furthermore, global demand for Italian luxury fashion is also
very strong. For example, Gucci has 12% export from Italy to other countries, and its
highest buyers are the United States of America, China, and Europe, which makes
Italy a great nation and boosts its economy. The “Made in ltaly” label is associated
with quality, prestige, and craftsmanship, which increases international demand and
enhances the global competitiveness of the industry (Chevalier and Mazzalovo,
2012).

2. Related and Supporting Industries

strong related and supporting industries is another key factor contributing to
Italy’s competitive advantage, because they have a well-developed network of
suppliers, including textile manufacturers, leather producers, and accessory makers,
and just because of these supporting industries provide high-quality inputs that are

essential for luxury fashion production.

Italy also has strong connections with different firms; it has connections with

designers, manufacturing, and retail firms, which create an integrated and efficient




value chain. For example, collaboration with designers, manufacturers, and
distributors gave companies a boost to respond quickly to changing fashion trends

and consumer preferences.

In addition, Italy’s participation in international fashion events, such as Milan Fashion
Week, creates an opportunity to promote innovation and foster relationships with
international buyers and stakeholders. Industries that are closely related to fashion

increase the efficiency, innovation and competitiveness of the fashion industry.

3. Firm Strategy, Structure, and Rivalry

firm strategy, structure and rivalry shows that how these companies are
organized and compete within the market, not just domestically but internationally in
the global market, and Italian fashion industries are characterised by intense
competition among many highly famous firms such as Gucci, Prada, and Versace,
and this level of competition encourages continuous innovation, creativity, and
improvement in product quality and premium quality. Italian fashion companies
typically adopt a differentiation strategy, meaning they all want a different and unique
product which will attract consumers, and this type of strategy focuses on brand
identity, design, and craftsmanship rather than price competition, and strong
domestic rivalry pushes firms to enhance their global competitiveness and expand
into international markets. Moreover, some fashion companies maintain family
ownership or strong brand heritage, and this helps companies to contribute to long-
term strategic planning and brand consistency, and at the same time companies
have increasingly adopted modern management practices and digital strategies to

remain competitive in the global market (Chevalier and Mazzalovo, 2012).

5 Government policies and external factors

government plays an important role in the success of any company because it
depends on the government that how much support it provides to multinational firms,
and it is in the government’s hands how much subsidy it gives to any firm, and many
external factors also influence the competitiveness of the Italian fashion industry. As

mentioned, government support includes subsidies, but there are many more ways




through which the government can support fashion companies, like the Italian
government supporting the fashion industry through trade policies, export promotion,
and protection of intellectual property rights. Moreover, these policies also help the
government promote the “Made in Italy” products’ reputation through their premium
nature. Furthermore, globalisation and technological advancement, which are
supported by the government, have created new opportunities for Italian fashion

companies to expand their reach through e-commerce and digital marketing.

PART 4

Multinational Company Analysis: Gucci (PESTLE + Market

Evaluation)

Gucci is one of the most influential fashion companies and famous in the global world
and its leading symbol of italy fashion industry. it was founded in 1921 in Florence,
before that fame it was just a small leather goods workshop but now it is recognized
as a great multinational corporation. today it has great popularity and operates in
major international markets across the whole world and they make such luxury
products like handbags, clothing, footwear, and accessories. mostly Gucci is famous
for its quality, innovation and this company maintains its strong identity which is the
combination of traditional Italian craftsmanship with modern fashion trends. Gucci
operates under the ownership of kering, a global luxury group that manages several
high-end fashion brands. this kering provides access to Gucci with strong financial
backing and strategic support and through them Gucci has strong connection with
distribution networks and through the help of all these it expands internationally and
maintains its brand identity and operational efficiency (Kering, 2023). as a result,

Gucci has become one of the most profitable luxury fashion brands in the world.

This success is linked with italy strong reputation in the fashion industry and
now italy is recognized for manufacturing excellence in design and craftsmanship
which helps to contribute to the success of luxury brands. it helps to maintain its
made in italy brand as quality, authenticity, and exclusivity, making Italian fashion

highly desirable in global markets. Gucci benefits from this national image, which
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enhances its brand value. however, despite its strong position, Gucci operates in a
highly complex and competitive international environment. now the fashion industry is
changing fast and because of this fast changing it influences consumer preferences,
global economic conditions, technological advancements, and regulatory frameworks
and because it is a multinational company so Gucci has to update its brand with the
style, market, and consumer interest and must continuously adapt to these external

forces to maintain its competitive position in the luxury market.

To understand these external influences, this section applies the PESTLE framework,
which analyses Political, Economic, Social, Technological, Legal, and Environmental
factors affecting the company and this framework helps to understand the difference
between opportunities and challenges which this company faces in italy and in the
global market and these macro-environmental factors influence Gucci’s strategic
decisions, business performance, and long-term sustainability. furthermore, these
luxury industries are very sensitive because of their brand perception and consumer
behaviors because it is connected with consumer emotional value, exclusivity, and
brand identity. Therefore, external environmental factors such as culture, income
levels, and sustainability trends play a crucial role in shaping demand for Gucci

products.

in simple, Gucci’s position as a leading luxury brand is strongly influenced by both its
Italian heritage and global market strategy and Gucci has to identify the external
environment for evaluating its competitiveness and long-term growth potential. the
following sections will critically analyse each element of the PESTLE framework in

detail.

1. Political Factors

There are a lot of different types of politics that impact the multinational
operations of Gucci (along with all international businesses). Italy offers a stable
political environment to facilitate the continuance of business activity and draw in
foreign investment. Furthermore, since ltaly is a member of the EU, it can conduct
business with other members of this trade area, with a consistent regulatory
framework between members and little tariff duties on goods moving from one
country to another in the European Union. This basically means that Gucci can

operate throughout Europe efficiently and gain access to a much greater consumer
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population within the European Union through one market, as highlighted by the

European Commission(European Commission, 2023).

Gucci also has the benefit of EU trade agreements, which remove most barriers to
doing international business. Trade agreements allow luxury brand companies to
enter new, high-end markets, as well as provide a greater reach for their products
globally. The political stability of the EU also gives confidence to international

investors, encouraging them to make long-term commitments with Gucci.

Despite the numerous advantages of doing business in the European Union, there
are challenges to Gucci; for example, Italy has often been sited for its bureaucratic

inefficiencies.

2 Economic factors

Economic conditions for luxury fashion labels are key to those labels'
operational results. Italy is an industrialized nation; however, it is presently
experiencing low levels of economic growth, staggering amounts of national debt,
and sporadic upheavals in the global financial markets. All three of these problems
may negatively affect domestic consumers' propensity to purchase luxury goods,
therefore reducing total volume of retailer sales in Italy. Gucci has a very good
international business structure, as a significant percentage of Gucci's revenue
comes from international sales of its products outside of Italy, particularly in China
and the United States. Both of these countries currently enjoy significant growth in
disposable incomes, along with associated increases in consumer spending on
aspirational and luxury goods. Gucci's ability to diversify its production facilities and
retail locations limits their exposure to only one country (ltaly) and offers a more
consistent and secure source of revenues. Gucci also faces many of the same

challenges faced by similar companies regardless of country including increased
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production costs (materials, transportation and labour) due to inflation, recession, and
varying consumer confidence levels by geographical region. Fluctuations in currency
values are another source of economic risk for Gucci, as an increase in value of the
Euro relative to where Gucci's goods are sold increases the cost of Gucci goods in
those countries and could reduce demand. Lastly, increases in cost to supply the raw
materials used to produce Gucci products will also lead to a decrease in demand for

Gucci products.

3 Social and Cultural Factors

The demand for luxury fashion is also influenced greatly by social and cultural
considerations. The cultural traditions of Italy in art and fashion benefit Gucci
immensely to provide it with tremendous advantages. As a result, Italy has been
widely regarded for its design excellence and therefore the term “Made In Italy”
communicates a perception of authenticity, luxury, and superior quality; thus leading
the world to recognize Gucci as having an improved global brand image due to this
cultural reputation and creates a significant advantage over their competitors
(Kapferer and Bastien, 2012).

However, in now many consumer behaviours are changing rapidly in today’s global
market. Modern consumers like me and Millennials and Generation Z are more
conscious of sustainability, ethical production, and brand values because they want
attraction and it is the main reason they prefer brands that are transparent, socially
responsible, and environmentally friendly. This shift has forced luxury companies like

Gucci to rethink their strategies.

Gucci has adapted by focusing on inclusive branding, digital storytelling, and
influencer marketing and because this company actively uses social media platforms
to engage with younger consumers and strengthen emotional connections, they are
very connected with their consumers and they get real-time feedback (McKinsey,
2023). It also promotes diversity and creativity in its campaigns to reflect modern

cultural values.

While Gucci has made substantial effort to reconcile its historical roots with innovate
products there remains a tension between an appreciation for its traditional luxury

positioning and advances in product design that reflect new ways of thinking and
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acting in society. Gucci must use social trends to continue building upon its cultural

relevance, while safeguarding its distinctiveness and prestige as a luxury brand.

4 Technological Factors

The global fashion industry is changing rapidly due to advances in technology,
and Gucci has used digital innovation to improve customer satisfaction and remain
competitive. They continue to devote a significant amount of resources to
ecommerce, digital marketing, Al and data analytics to gather insights regarding their

customers and create customised offerings (McKinsey, 2023).

As an important channel through which Gucci has developed its growth strategy, e
Commerce has enabled a global business interface between Gucci and its customers
without relying exclusively on traditional general merchandise store locations. By
changing the way in which they distribute their product via the e Commerce model,
Gucci can offer convenience to both the consumer and Gucci’'s e Commerce by
offering increased access to market. Further to utilizing messages delivered through
various digital mediums such as advertising and social media to increase brand
awareness of Gucci and ultimately develop better customer relationships is another

very successful strategy for Gucci’s operation.

Gucci has developed a growth strategy using eCommerce as an essential method for
creating a global business relationship with customers versus only relying on
traditional general merchandise retail stores. Due to Gucci's ability to change product
distribution utilizing the eCommerce method, there has been significant growth of
product availability due to the convenience provided to both consumers and Gucci
eCommerce due to increasing market access. Also, by utilizing various digital
communication channels such as advertisements and social media to promote Gucci
Global Brand Recognition, and therefore building stronger consumer relationships,

has proven to be a very productive strategy for Gucci's business operations.
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5 Legal Factors

Legal parameters impact how successful multinational corporations (MNC) can be in
the high-end fashion marketplace. Gucci is highly reliant upon the legal system for
intellectual property, brand/image recognition, and product design protection against
imitation by competitors. Without strong legal mechanisms and regulations governing
counterfeit activity within the fashion sector, the Gucci brand's image and revenues

are at risk of significant loss from counterfeit goods.

The European Union (EU) provides several forms of legal protection for intellectual
property through copyright law; trademark law; and design law to Gucci's advantage
and support its ability to create and sell unique products without fear of infringement
by others through imitation of its products. These legal protections enable Gucci to
minimize product imitation while also assisting in the development of brand
exclusivity based upon strong enforcement mechanisms in the EU that enhance

consumer confidence regarding their purchases.

There is legal protection for company brands across global markets but there are
areas, especially in the developing world, where stringent enforcement of laws to
protect intellectual property increases the potential for companies to have
counterfeits or fakes entering their market. This issue has created challenges for
Gucci’s global expansion. Moreover, labour-related regulations, taxation related to
business operations, and environmental compliance all influence how Gucci conducts
its business. While protecting the image of Gucci as being ethical/responsible from a
business perspective, these regulations create higher operational costs and thus
increase the administrative burden on Gucci. Using a critical view, the legal
component offers multiple benefits to Gucci. On one side, it provides legal protection
of the company and its brand value. Conversely, since there is no universal legal
system across different countries where Gucci operates, they must always monitor
compliance with these legal components in the many jurisdictions where they do

business.

6 Environmental Factors

As the global community becomes more aware of the impact of the fashion industry
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on environmental sustainability, consumers, governments and international
organizations are putting increased pressure on businesses to act in an
environmentally responsible manner. In response to this consumer demand for
environmentally-friendly action, Gucci has implemented a range of sustainability
initiatives, including lowering their carbon footprint, increasing transparency in their

supply chain, and using environmentally-friendly materials (Kering, 2023).

just because of these challenges, sustainability is now a strategic necessity, not just
a choice cause this global world is now changing due to technology and now it is not
just a choice, it is a necessity and companies that fail to adopt environmentally
friendly practices risk losing reputation, consumer trust, and long-term
competitiveness same like this Gucci’s parent company, Kering, has placed strong
emphasis on sustainability goals which helps align Gucci with global environmental

standards and to protect its global interest.

overall these are the main factors which influence the global market for any company
and same in case of gucci this perspective is the same that these factors directly
influence gucci success and without taking these factors gucci would never get the
position which it has. these factors are highly important for any fashion industry to

maintain their reputation in the global market and gucci achieved it.

Part 5

Conclusion 5

after deep research and analysis of the fashion industry in Italy, it
demonstrates that it remains one of the most competitive and influential sectors in the
global market and Gucci has the industry benefits from a strong heritage of
craftsmanship, a highly skilled workforce, and a well-established reputation for
producing high-quality luxury goods to compete in the global market and because of
this support Gucci can compete with major companies such as Prada, Versace,

Armani, and Gucci and continue to strengthen Italy’s position as a global fashion hub
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through innovation, branding, and international expansion.

after analysis and applying Michael Porter's Diamond Model, it highlights advanced
factor conditions, sophisticated domestic demand, and well-developed supporting
industries. these factors collectively enhance the global competitiveness of the Italian

fashion sector and enable firms to maintain their leadership in the luxury market.

All in all, Italy continues to be a desirable, competitive place for luxury Fashion
houses. The continued success of businesses like Gucci will depend on being able to
merge traditional crafts with new ways to use them, adapt to changing customer
demand, and be able to meet the challenges associated with these combinations of
strengths and adaptation at the strategy level so as to be able to secure the

company’s future in the global marketplace and achieve success.

Part 6

Reflective Account Using Gibbs Reflective Cycle

Description

The purpose of this project was to analyze the Italian fashion industry as well
as assess the factors influencing global competitiveness within it. Key theoretical
frameworks, including Michael Porter's Diamond Model and the PESTLE analysis,
were applied as tools for analyzing the external aspect of a multinational corporation
in this case study of Gucci. Throughout the course of my research, | utilized various
academic sources (including but not limited to) industry reports, and online databases.
| organized them into distinct sections of the report: industry overview, competitive
analysis of Gucci as an organization, and evaluation. The overall objective was then
to take knowledge developed within an academic setting and apply it to an actual
business situation while simultaneously developing a critical understanding of

international business strategy.

Feeling

at the beginning of the assignment, | felt slightly overwhelmed due to the

complexity of the task and the requirement to integrate multiple theoretical
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frameworks. and the most difficult part was to complete 5000 words and this huge
type of data needs more clarity and references, so | managed to get data from many
different websites which give me authentic data for my assignment. | used these
websites for references. and the word count and the need for academic referencing
also created some pressure but after all this | progressed with the research, | became
more confident in my ability to understand and apply the concepts. but honestly |
found the topic interesting, particularly because the fashion industry in Italy is globally

recognised and provides many real-life examples.
Evaluation

after deep research and analysis, | came to the point that this assignment
process had both strengths and challenges and the main strength was my ability to
gather relevant information from different sources and organise it into a structured
report which was really difficult but | did my best and because | learned all about
concepts in the class activities so | am able to explain key concepts such as Porter’s
Diamond Model and PESTLE analysis effectively and apply them to the chosen

industry and company.

there were also some difficulties finding up-to-date and reliable academic
sources required significant time and effort and maintaining an academic writing style
and correctly applying harvard referencing was a bit challenging but because we
studied this in our previous semester so i was capable of doing this task. some times
i struggled with critical analysis, as it required going beyond description and providing
deeper evaluation and justification and it was very challenging because it required

too much efficiency to do this part.
Analysis

Through this coursework, | gained greater insight into important concepts
related to international business as well as the significance of applying strategic
assessments in regards to International Business concepts such as Porter’s
Diamond Model and its use as a means for assessing the level of competition within
an industry requires analysis, not description. Similarly, the PESTLE assessment
identifying external variables such as including political, economic, and cultural
environments which was very important and difficult that can influence how
businesses operate further reinforced the need for a business to develop and

implement strategies that address these external variables.
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In terms of Gucci, | learned that a company must adapt its strategy for its various
markets while staying true to its original brand identity and through this strategy gucci
gain high success. Additionally, | now have a greater appreciation for research skills
and time management. Through proper planning and conducting research at the
beginning of the project, | could have avoided the pressure | felt as | completed this

assignment very well cause it was too much pressure according to the requirement.

Conclusion

In conclusion, this Assignment has provided me with an opportunity to learn about
many of the different components of International Business Strategy, as well as
Analytical Frameworks, which | believe have helped me grow academically. There
were some aspects that | found to be more challenging - particularly the writing
aspect of the assignment and attempting to critically think through the material;

however, | was successful in completing the Assignment.

From completing this Assignment, | was able to identify my research and
organizational skills as two of my areas of strength, whilst also identifying other areas
in which | need more experience, such as Critical Thinking (deeper level of Critical
Thought) and Time Management (Greater efficiency). This Assignment has had a

significant impact on my academic and professional growth

Action Plan

My future plans for the future include making significant changes to the way |
approach my coursework through improving structure and being more proactive (e.g.
do research earlier, giving more time for critical analysis and revision, and improving
my writing style in the use of Harvard references). | intend to practice using
theoretical frameworks correctly; however, when applying them to assignment
completion, | am going to emphasise critical analysis rather than simply describing

them (and hopefully increase my use of academic journal articles).

By implementing these strategies, | aim to enhance my academic performance and
develop the skills required for my future plan and these strategies will help me to gain
future success and in future | will use these strategies to gain profit from my business

and one thing | noticed is that by practicing these strategies | gain confidence to
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handle future business concept problems which is very important for any business
student because through these strategies we can understand the business and their

requirements and their pattern.
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