THE GLOBAL BUSSINES ENVIORNMENT 
ASSESSMENT 1 
Environmental Analysis of
an industry 
Choosen organization
	Hermès 








Name: Gabriela Mravkova
Module: The Global Business Environment, LCCB4005
Student Number: 2014242
Lecturer: Malani Gunaratnam

INTRODUCTION
Environmental analysis is a strategic tool with the help of which the business can analyse and interpretate the internal and external environment factors impact on the business performance. So, in this context this report will analyse the impact of the pandemic over the Hermes business (fashion industry) via use of PESTLE Analysis and the major forces that shaped fashion industry by using Porter’s Five Forces Model. Hermes is an International French premium luxury good manufacturer company having global brand and offer variety of high luxury fashion apparels and accessories to their customers (Almekhlafi and et.al., 2019), According to the company’s annual report, Hermès products are split into the following categories – leather goods and saddlery, men’s and women’s ready-to-wear and accessories (including footwear, belts, gloves, hats, etc.), silks and textiles, fragrances, watches, and other products (including jewelry, furniture, home accessories and furnishing, tableware, and sporting accessories). The company’s brand strategy is consistent across each and every one of these product categories in which it has a presence. It has been consistently ranked as the world’s most valuable luxury brand in different valuation and ranking studies published by leading consultancies. The report will also discuss the business opportunities and challenges by using SWOT analysis.
MAIN BODY
Impact of pandemic over fashion industry
Hermes PESTLE Analysis
This analysis helps in identifying the impact of the internal and external changes in the environment over the performance and productivity of business.
· Political Factor: Due to pandemic, the government of different country has stopped the movement of resources from one place to another place which affects the sales of the fashion industry especially Hermes business the most. But as the vaccination process started and the company have good relation with the government so the operations of the company is boost up. The supply chain of the company in the host country as well other country is best (Pauli and et.al., 2021).
· Economic Factor: Because of this covid situation, the spending pattern of the customers decreases because of their salary cutdown. And the impact of this on the company that their revenue has fallen from 2019. But as of the online channel service of the company and vaccination process commencement, there is hope of recovering same revenue because fashion products are always on demand and on trend products. This will not affect the fashion business in long run.
· Social Factor: Consideration of social factor is most important for the fashion industry because trends are varying over a period of time. That’s why Hermes company manufacture the fashion products only after the proper analysis of the market demand and customer needs and preferences. The product of the company is of high quality because consumers see the luxury goods as their status symbol. But for this the company spend lots of funds in research and development which increases their marketing expenses.
· Technological Factor: Fashion industry is always famous for its design of the products. That’s why the Hermes company put more focus on their design team in order to manufacture unique products from their competitors. Along with that they also focus on the new technologies to meet the requirement of the customers and to reach the customer as soon as possible. The company launches online shopping channel which help the company more in this pandemic situation to reach to its customers.
· Legal Factor: The pandemic has changed the perception of the customers towards the products which are related to their heath and internal systems. But this does not put huge impact on the fashion industry because it does not affect the fashion products. The company itself follow all the rules and regulation of the country where they have operations in order to maintain strong relation with the government and society.
· Environmental Factor: The rapid changes in the climate and biodiversity affects the fashion industry the most. It is because the climate change leads to natural disaster and this disrupt the operational activity and supply chain of the Hermes company. The company’s owner and its stakeholders also include the green measure in order to improve sustainability development and to reduce the carbon foot prints. They also secure the natural and renewable resources without disturbing biodiversity (Li and et.al., 2019).

Major forces that shaped fashion industry business environment
Hermes Porter’s Five Forces

This model is basically used to reflect and analyse the competitive environment of an industry. 
 Competitive rivalry: The competition among the business helps in identifying the lucrativeness of an industry. The Hermes business is competing on the basis of the diversity and development within the sector. Because of the barriers related to the entrance in the market and their high quality and unique product Hermes is a highly competitive company in the fashion industry. Existing competitors are always trying to influence the customers and society in order to take competitive advantage that need to consider by the Hermes (Hales and Mclarney, 2017).
Threat of new entrants: Threat of new entrants in the fashion market is quiet low because of the creation of barrier of new entrants by the existing companies. The barrier may be both industrial and legal which affects the decision of the new entrants in the market. But in case, if any new company enter the market than it affects the business in huge way because customers always look for the new fashion products and new fashion companies for unique quality product.
Threat of substitute: Because of the continuous technological advancement the substitute of the Hermes product is unique luxury goods at comparatively better prices. The substitute product is dangerous for the company having existence in fashion industry. It is because the company place a price ceiling due to the fear of being substituted by the other product. The impact of which is that it limits the industry profit and leads to low profitability. 
Bargaining power of supplier: If the new companies enter the fashion industry it directly leads to the increment in the bargaining power of the supplier. The supplier starts charging high prices of the raw material if they are not relying on the industry for its profit. That’s why the barrier of new entrants in the market is became important because of the barraging power of supplier issues.
Bargaining power of customers: The customers bargaining power increases when the have more option to buy the same products. If the Hermes competitors sell the same product to the customers in low price than the standard price than the customer will bargains more with the other companies. This will reduce the industry market share and affect the fashion industry trend very badly. So, the existing and new companies if any have to cooperate with each other and set a standard price of the products which have to be followed by all companies. The impact of which is that it reduces the barraging power of the customers in fashion industry (Kharub and Sharma, 2017).

Opportunities and challenges affecting the fashion industry 
In the current situation the pandemic has affected the whole world to a great extent. This is pertaining to the fact that due to pandemic there was strict economic lockdown and this has decreased the profitability and operating capacity of the company in effective manner (Akhmetshin and et.al., 2017). This has affected the working condition of the company and for this now the company is facing loss to a great extent. The fashion industry is the one which deals in the clothes and related product and services. The fashion industry is the one which is worth £26 million and also provides 800000 jobs within the economy. The current pandemic has affected the working of the fashion industry to a great extent. For recovering from the loss of the pandemic the companies within the fashion industry is trying to improve the working and operations to a great extent. In coping up with the pandemic there are much opportunities and threats in dealing with the changes taking place. The major opportunity for Hermes and other key fashion industry players are as follows-
• The first and foremost opportunity present for Hermes and other key players in fashion industry is to increase the protection and involve all safety measures in the operations of the company. This is essential because of the reason that when the COVID safety measures will be included within the company then this will improve and attract the consumer to a great extent. 
• Along with this another major opportunity for Hermes is that they must involve the effective use of the social media marketing and digital marketing in order to attract the consumers. This is pertaining to the fact that when the effective marketing strategies will be used then this will attract majority of the consumers (Syazali and et.al., 2019). 
In addition to this there are also some threats which affect and restricting working of Hermes and other fashion stores.
• The major threat which is being faced by Hermes and other major fashion stores is the competition. This is the major threat because of the reason that already there are many different players operating the company and its operations. Due to the pandemic already, the sales have been reduced and because of the competition the working of the company has been reduced. 
• In addition to this another major threat for the company Hermes is the frequent changes in the need and preference of the consumers. This is a major threat for the company because of the reason that already the sales are decreased and if there will be frequent changes in the requirement of the consumer then this will affect the operations of the company (Krajnakova, Navickas and Kontautienė, 2018).
From the above discussion it is clear that there are many different opportunities and threats which will affect the working of the company Hermes to a great extent. The opportunities for the company will increase the working efficiency of the company. On the other hand, the threats will restrict the company to grow and develop in effective and efficient manner. 
































CONCLUSION 
In the end the above report analysed and inferred the fact that environment analysis is very essential for the success of the company. This is pertaining to the fact that business operates in the external environment and there are many changes taking place. Hence, for this it is essential for the company to analyse the environment so that working can be undertaken in effective and efficient manner. The above report analysed the fact that PESTLE analysis was helpful in analysing the changes taking place in the business environment. Further with help of the SWOT analysis the major opportunities and threat were highlighted like including safety measures, competition and others.
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