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[bookmark: _Toc60800249]1. Introduction 
Afro Impression Salon is a company that specializes in selling hair products and training workshop. The foundation year of the company is 2015. The company is now governed by employing 4 employees. The company has no definite market policy, which in turn, devises marketing strategy. The company aims to earn three times growth of its current business revenue and profit. According to Kotler (2018), marketing is not a cleaver way to dispose products, but it is an approach to creating genuine customer value. Marketing strategy must be driven by its internal and external environment. Given that the purpose of this report is to identify and critically analyze and evaluate key constructs and elements of internal and external environment. To identify the extent to which environmental elements influence key business activities is an important purpose of this report. It constructs an analysis of external environment as structured by PESTLE analysis and five force model. It illustrates key elements of internal environment as key means of employing value chain model and VRIO framework.
[bookmark: _Toc60800250]2. External environment analysis 
[bookmark: _Toc60800251]2.1 PESTLE analysis 
As stated by Hollensen (2019), PESTLE is a strategic environmental analysis framework that contributes to scanning external business environment along with identifying the opportunities and threats, imposed by the external factors such as political, technological, economic, social, environmental, and legal factors. However, in term of identifying the key opportunities and threats of Afro Impression, imposed by the external business environment in the UK, the study conducts the following PESTLE analysis. 
Political factors: According to Haider et al., (2017), international trade relationship, tax policy, immigration policy, local and international business policies etc are the political issues that create either opportunities or threats of a business. For example; Brexit uncertainty creates supply chain crisis for Afro Impression because the company collects beauty products and services from local suppliers, who imported from EU countries (Afro Impression, 2020). But, due to Brexit uncertainty, the supply chain of the UK beauty and salon industry has been disrupted that imposes threats on Afro Impression business operation. Besides, due to imposing lockdown on 23rd March 2020 by the UK government, Afro Impression failed to achieve its business objectives in Q2 and Q3 2020 that negatively influence sales and profitability of Afro Impression (Afro Impression, 2020). 
Economic factors: Due to Covid-19 outbreak and lockdown measures in the UK, the economic growth has been decreased up to 20 in Q2 and Q3 of the financial year 2020 that decreased the customer confidence and disposable income of British people, and so, they cut their budget from unnecessary purchasing (IBIS World, 2020). This means the due to decrease customer confidence and disposable income, Afro Impression fails to achieve its business objectives (Afro Impression, 2020). Alternatively, UK government decreases the interest rate on bank loan from 0.75% to 0.25% so that small business can get credit access easily and sustain their business in the future (Islam, 2020). This initiatives will create opportunities for Afro Impression for sustain business in the future by getting credit access (Park, 2020).
Social factor: According to IBIS world (2020) the customer in the UK beauty and salon industry are more likely to purchase personalized services at convenience way. This means that by addressing customer convenience demand Afro Impression can gain sustainable business growth in the future, which is an opportunity for Afro Impression (Kotler et al., 2018). Alternatively, decreasing customer confidence due to decreasing disposable income may impose threats of Afro Impression by reducing sales and profitability in the future. In this case, Keegan (2017) argued that Afro Impression should introduce quality beauty and salon services at reason price to boost up customer confidence. 
Technological factor: Technological development is the key strength of an organization to gain sustainable business growth by reducing business operation cost and save time, according to Hollensen (2019). For example; by communicating product and services information through online platforms such as Facebook and YouTube, Afro Impression can reach target customers with very short time that saves cost as well time of marketing and promotion of Afro Impression. Besides, Kotler (2016) stated that by developing online customer interface, Afro Impression can address customer convenience needs and demands that create opportunities to increase organizational sales and profitability at the same time. 
Legal and environmental factors: In an attempt to gain business sustainability and growth, an organization is required to comply with legal and environmental issues (Meffert, 2013). This is because if an organization fails to comply with legal and environmental issues, it will fail to gain customer loyalty and satisfaction. So, to gain sustainable business growth in the UK market Afro Impression should comply with employment act, customer right act, health and safety act, GDPR act, and other legislation, introduced by the UK government (Hollensen, 2019). Besides, Kotler et al., (2018) claimed that today's’ informative customer are more likely to purchase products and services for ethical brand rather than unethical brand. So, Afro Impression should comply with emission law, and consume energy from renewable sources to be an ethical brand that positively influences future business operation and growth. 
[bookmark: _Toc60800252]2.2 Five force analysis 
Five forces is an industry analysis model that contribute to examining the current competition position, buyer and supplier power, threat of new entrants and substitute of an industry along with the key attractiveness and root of profitability (Winer et al., 2013). However, the study conducts the following five forces analysis to examine the extent of the following five forces of Afro Impression in the UK beauty and salon industry. 
New entrant threat: It is low to moderate for Afro Impression. The main cause is the due to changing external business environmental factors more especially the political, and economic factors, the new business entrepreneur does not get confidence to invest in the industry (IBIS World, 2020). So, the threats are low to moderate.
Buyer power: The buyer power is high for Afro Impression. The key reason is that customer can easily access available beauty and salon services in the UK due to availability of existing business that offers similar products and services. This means the due to low switching cost in the UK beauty and salon industry, the buyer power for Afro Impression is high (Mullins et al., 2013). 
Supplier power: According to Mintel (2020) due to Brexit uncertainty and Covid-19 pandemic, the supply chain system in the UK beauty and salon industry has been suffered crisis. This indicates the supplier power is relatively high for Afro Impression at present in the UK beauty and salon industry. 
Threat of substitute: Like buyer and supplier power, the substitute threat for the company is high. The reason is that customer get self-services during the Covid-19 crisis and the high street retails introduce beauty and salon services along with the retail services to increase customer visiting in their retail shop that imposes high substitute threats on salon industry (IBIS world, 2020).
Level of competition: The hairdressing, beauty and salon industry in the UK is high competitive, and so, the level of competition for Afro Impression. This fact is that IBIS World (2020) reported that the industry comprises of more than 48000 existing businesses, which are competing face to face with other business to gain owns’ customer base. 
Moreover, the industry analysis found that in the UK beauty, hairdressing and salon industry, buyer and supplier power, substitute threat, and completion level for Afro Impression are high but the new entrant threat is low to moderate. 
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[bookmark: _Toc60800254]3.1 value chain model 
The first and foremost reason of incorporating value chain model is to identify and analyze key value added and non-value-added activities of Afro Impression Salon. Based on the identification of key value and non-value-added activities, it would be devised a suitable action plan.
Primary activities 
Inbound logistics - The inbound logistics marked by sourcing hairdressing products and materials from local supermarket chain are not adequate to gain competitive advantage but the company maintains it due to its resource scarcity, and financial shortage (Afro Impression, 2020). This leaves an area for Afro Impression to make a strategic agreement with local but ethical suppliers that provide quality products at reasonable price (Park, 2020).
Operation - In order to transform supplied goods into finished products, the company employs four different companies. However, the company is yet to improve skill, knowledge, and competence of its people by providing training and good talent management initiatives. The company is yet to incorporate sound quality management and operation management model. For example, the company may employ six sigma model (Kotler, 2016).
Outbound logistics - The Company has own branded salon and website to promote and distribute its products. However, the company has room to improve the content of its website. The current product strategy of the company is not up to the mark (Mullins et al., 2013).
Services - The Company has good effort to communicate with its 1500 customers (Afro Impression, 2020). However, the company does not maintain consistent media communication strategy. This may have a negative impact on its current marketing performance.
Supportive activities 
At Afro Impression Salon, the company has no adequate effort to design and implement its supportive activities. For example, the current CEO of the company is accountable to do all sorts of key business functions and activities including finance, logistics, and operation. The company has a low-cost retail store, but it needs to revive its in-store visual materials. Moreover, the company is required to improve its procurement system (Keegan, 2017). 
In summary, the current product strategy of the company involves hairdressing and training workshop. But the number of workforces is not adequate to operate out in the market. The cost of supplier is high for the company. The company is yet to adopt a sound operation management model. It needs to hire additional manpower. Moreover, the company is required to devise a sound marketing strategy to improve its business performance. 
[bookmark: _Toc60800255]4. Summary of key results from internal and external analysis 
	Strength 
· In-store visuals (value chain model)
· Entrepreneurship spirit (value chain)
· Business model 
	Weakness 
· High-cost supplier 
· Poor staff morale
· No definite marketing strategy 
· Heavy workload (value chain)

	Opportunity 
· Revive current product strategy 
· Comply with new normal situation 
· Online and digital network (PESTLE)
	Threats 
· Competitive force (Five force model)
· Buyer power (five force model)
· Low consumer confidence (PESTLE)



In-store visual materials, CEO spirit, and business model are key strengths of Afro Impression but the rising cost of supplier, poor staff morale, and no definite marketing strategy may impose challenge on Afro Impression to implement its new growth strategy. However, product innovation, offering products relating to new normal cases, and online digital network are key opportunities for the company (Hollensen, 2019). On the other hand, competitive force, buyer power, and low consumer confidence are key threats for the company. 


[bookmark: _Toc60800256]Conclusion 
The current product strategy of the company involves hairdressing and training workshop. But the number of workforces is not adequate to operate out in the market. The cost of supplier is high for the company. The company is yet to adopt a sound operation management model. It needs to hire additional manpower. Moreover, the company is required to devise a sound marketing strategy to improve its business performance. In-store visual materials, CEO spirit, and business model are key strengths of Afro Impression but the rising cost of supplier, poor staff morale, and no definite marketing strategy may impose challenge on Afro Impression to implement its new growth strategy. However, product innovation, offering products relating to new normal cases, and online digital network are key opportunities for the company. 
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