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1. Introduction
Marketing as a process, is fundamental for today’s companies’ success that share a passion for understanding and satisfying customers’ needs in defined target markets. It is based on creating value while building strong customers relations. The latter are especially important on the surface of the radical technological, economic and socio- cultural challenges as consumers are spending more carefully while assessing their relationships with brands. Marketing is already all around. It can be seen in its traditional form such as abundance of products in a nearby shopping mall or adverts on TV, magazines or variety of leaflets through mailboxes. In recent years however, new marketing approaches have emerged, reaching the consumers directly and personally. Marketers not only spread massages to the masses, but they also try to become a part of people’s life. As a result, they aim to enhance customers experiences with their brands and ultimately help them live their brands. (Kotler and Armstrong, 2013, p. 26) 
In contrast to the old “tell and sell” attitude there is the new sense of marketing- satisfy customers’ needs. In fact, by engaging and understanding consumers’ needs, developing products that provide value, pricing, distributing and promoting them effectively, marketers can sell products easily. Kotler and Armstrong (2013), simply define marketing as “managing profitable customers relationships”. (Kotler and Armstrong, 2013, p. 26) 
In the current times of uncertainty, businesses need to constantly reassess their situation in order to predict how the changing market conditions would affect them and adapt to the new trends accordingly. This report analyses the external and internal factors that affect the Lego Company including the COVID-19 pandemic impact on the organisation.

2. Marketing Definition
Contrary to the popular opinion that marketing is selling and advertising, it represents a social and managerial process, in which businesses and individuals obtain what they need and want by exchanging values. According to Kotler and Armstrong (2013) marketing is the process in which organisations create value, building strong relationships with customers to receive value in return. Therefore, the purpose of marketing is to keep and grow current customers’ base and attract new ones by promising superior value. 

The Marketing Process
1. Situational analysis
2. Objectives
3. Strategies
4. Implementation
5. Control
· Situational Analysis
External and internal analysis, identifying all opportunities and threats of the external and all strengths and weaknesses of the internal environment.
Several factors are important when assessing the external analysis such as markets, competition, technology, suppliers, labour markets, economy and regulations. Interestingly, not all these factors are critical for a company’s markets and competition. Analysis of the external environment normally focuses on the consumer. (Bishop, 2013, p. 39)
· Objectives 
Objectives are the results a company wants to achieve within a time frame. Due to their quantified nature, objectives can be monitored and corrected. (Bishop, 2013, p. 18)
· Strategy 
The strategy outlines the way for a company to achieve objectives through segmentation, targeting, positioning and identifying the customers through the marketing mix. The key element in the strategy should always be the customer satisfaction. (Bishop, 2013, p.8)
· Implementation 
Implementation is as critical for a company’s success as the strategy but perhaps it’s more difficult to carry plans out than to “think them up”. (Kotler and Armstrong, 2013, p. 80)
· Control 
Marketing control is the process of evaluating the outcomes of marketing strategy and taking corrective actions to ensure the objectives are attained. As marketing strategies tend to become outdated quickly, companies should reassess their overall performance periodically. (Kotler and Armstrong, 2013, p. 81)
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Figure 1: Lego Company (Source: Lego, 2022)

3. “Only the best is good enough” (Lego, 2021)
Lego A/S (LEGO) is a subsidiary of KIKBI A/S designs, produces and retails wide ranges of toys and play materials. It was established 1932 by Kirk Kristiansen in Denmark when he started making wooden toys in Billund, sold later as Lego toys. (LEGO, 2021a) Their mission to “inspire and develop the builders of tomorrow” completes their vision of a “global force for learning through play”. (Lego, 2021)

4. PESTLE
The model represents the external analysis with different macroenvironmental factors that a company takes into consideration. It is a helpful strategic tool to gain a better understanding of market growth or decline, business position, potential or direction for operations. (Bishop, 2013, p.45) Some of the factors in the Pestle would be more important than others depending on the industry a company operates in and the goods it produces. Therefore, factors that likely to change or more relevant to a business, carry greater importance. (Bishop, 2013, p. 46-47)

Political- unfavourable
Brexit and the pandemic caused disruptions on the toy market in UK. Brexit stockpiling and delays at ports caused Lego toys shortages due to suppliers and companies adapting to the new trade regulations. (Payne, 2020) Due to Brexit, Lego toys became more expensive for UK consumers because of the value collapse of the British pound. Government financial support due to the pandemic has ended in September, which puts pressure on households. The cost of living rose to 5.1% in December 2021, the highest in 10 years. As a result, consumers would have less disposable income to spend on toys and games. (BBC, 2021)

Economic- favourable
Economic growth in developing countries means more disposable income to spend on games and toys, increasing demand. Lego outsources its operations to countries with lower operational costs such as China and Eastern Europe. Due to the pandemic, in 2020 the US toy market increased 22% and Lego’s revenue grew 13 %. It also increased its market share in many countries. (MarketLine, 2020, p. 16) Lego is priced differently in different countries because of price per piece, economic factors in the specific country, licensing costs and so on. GDP growth is beneficial for Lego as they can expand product ranges as higher employment rates would provide more customers. Inflation and fluctuating currency rates are a major risk for Lego as it could increase operational costs and make the products more expensive. 

Social- unfavourable
Lego community shares Lego creations on their social network. Lego Life is another social network aimed at children up to 13 years old. Lego toys have high collectible value that starts 2-3 years after retirement with 50 to 600% return annually. However, changing consumer preferences towards digital learning materials and games meet Lego with strong competition in media products. Change in consumer behaviour, switching to electronic gadgets is challenging for Lego.

Technological- favourable
Lego invests in R&D, has strong social media marketing and creates virtual reality and in- store experiences. E- commerce is critical especially in the pandemic. Parents rely on technological tools to aid children’ learning and Lego uses technology in their operations, retail stores and providing services to customers and customer engaging such as social media, learning offerings and online play experiences. 

Legal- unfavourable
Stringent regulations and tests. In Europe, manufacturers and distributors comply with Safety Regulations 2011. In US, its Child Safety Protection Act and so on. All Lego suppliers adhere to the company’s Responsible Busines Principles, which relate to ethics, people and environment. Lego performs regular third-party audits of suppliers’ performance. (MarketLine, 2021, p. 5) High risk of copycat brands. Poor copyright laws in many countries fail to protect Lego patent. Many counterfeit products that mostly originate in China and retailers unknowingly sell them poses danger to children. Some countries, however, have no laws for this type of harm while others have strict rules. (MarketLine, 2020, p. 10) Lego is also involved in many imitation products lawsuits.

Environmental- favourable
Plastic pollution caused by toy manufacturers is a huge environmental issue. Lego currently recycles 91% of its waste and aims for 100% by 2025 and sustainable bricks by 2030. However, as of 2021, 80% of the bricks are still made of plastic. (MarketLine, 2021, p.3-5) 

5. SWOT Analysis 
Swot Analysis is a strategic planning tool used to evaluate a projects or a company’s strengths, weaknesses, opportunities and threats. It identifies the key internal (strengths and weaknesses) and external (opportunities and threats) factors important to achieve an objective. Internal factors include the 4 P’s, finance, personnel, production capabilities and so on, while the external factors deal with the macroeconomic and socio-cultural changes technology, legislation and competition. (Bishop, 2013, p. 42)

Strengths
1. Quality of products. LOGO adheres to strict quality regulations in manufacturing its products. It regularly reviews the suppliers to evaluate the quality of the products.
2. Multiple combinations. Possibility to build one set in three different ways and Lego bricks can be used in variety of combinations.
3. Globally recognised brand image. Lego has a respectable brand image, characterised by quality and consumers’ confidence. It also has diversified worldwide presence, employing more than 18,800 people. 
4. 5 Manufacturing plants, in Denmark, Czech Republic, Hungary, Mexico and China, which is cost saving. It has a network of 37 sales offices, four regional hubs in UK, US, China and Singapore and 670 stores worldwide. (MarketLine, 2021, p.7)
5. Extensive portfolio of toys and games. Huge variety of products including Lego sets, toys, games, accessories, clothing, movies and theme parks.
6. Efficient outbound logistics system. Brick moulding to distribution takes 10 days and deliveries to retailers as little as three. (MarketLine, 2021, p. 10)
7. Revenue growth. Due to the pandemic Lego’s revenue increased which enables the company to expand its operations. In the first half of 2020 sales increased 14% and the operating profit 11% to $622 million. (Horowitz, 2020) and revenue grew 13% in 2020 compared to 2019. (MarketLine, 2021, p. 8)
8. Efficient digital platform, addressing each consumer segment. Lego.com saw 269 million visits in 2020 (MarketLine, 2021, p. 8)
9. Research and development. Focus on innovation through new toys and games influenced by trends and development of products and campaigns. (Lego AS, 2020, p.17) 
10. Community. Lego Life and Lego Ideas, network apps forming growing online Lego community. (MarketLine, 2021, p. 11)
11. Aftercare service and flagship store experiences. The company can be contacted by email, life chat or phone for various enquiries and creates impressive in store experiences. (MarketLine, 2021, p. 13-14)
12. Economies of scale. The larger the business, the cheaper to produce.
Weaknesses
1. Higher prices. LEGO is a premium brand and passes the licencing costs to consumers. This drives the prices up comparing to similar products.
2. Environmental issues. Lego relies on plastic as a key raw material with 80% of the bricks produced from oil-based plastic. (MarketLine, 2021, p.5)
3. Not enough variety of products as comparison to competitors.
4. Liquidity decline in 2019. As a result, growth opportunities are limited, current ratio was lower than its rivals indicating increase in liabilities. (Lego AS, 2020, p.20)
5.  Boys are majority of consumers. (MarketLine, 2021, p.11)
6. Weak patent protection allowing rivals to produce products compatible with Lego bricks and mislead consumers.
Opportunities 
1. Strong focus on sustainability. Since 2018, Lego produces pieces from plant-based polyethylene, a step towards all bricks made sustainable by 2030. By 2025 Lego plans to recycle 100% of the operational waste. (MarketLine, 2021, p. 3) 
2. Growth opportunities initiated by competitive market. In 2020, Lego entered partnership with Adidas and IKEA to introduce co- related products.
3. New products and markets. Four new products, celebrating the Chinese culture launched in 2020 help the company cater for changing consumer demand and serve efficiently diverse markets.
4. Expanding capacity. LEGO focuses on establishing new stores. In 2020 the company opened a shore in Bristol, China and first retail store in Saudi Arabia. (MarketLine, 2021) All together 134 new Lego stores worldwide for 2020. (MarketLine, 2021, p. 8)
5. E-commerce. New trend in sales growth in e-commerce influenced by the pandemic and increased traffic to its platform. 
6. Education. LEGO Education provides curriculum materials for learning and teaching. (Lego, 2021b) 
7. Licencing Deals. Lego Friend, Lego Movie Franchise, The Lego Batman Movie and partnership with Disney, Marvel and DC Comics to create Lego sets based on licenced characters. (MarketLine, 2021, p. 11)
Threats 
1. Competition. The market where Lego operates is highly competitive with numerous brands and products competing for bigger market share. Major rivals like Mattel Inc, Hasbro Inc, Bandai Co Ltd possess bigger operational, financial and marketing resources and broader product lines. (MarketLine, 2021)
2. Price of raw materials, fuel and fluctuating currency market. Price fluctuations or non- availability of raw materials lead to product costs increase and affect the operations of the company.
3. Stringent regulations. The company’s facilities are regulated by various agencies such as Consumer Products Safety Act, Flammable Fabrics Act and consumer protection. (MarketLine, 2021, p.7) Failure to comply with rules and regulations could cause monetary liabilities and sanctions harmful to the brand.
4. Covid- 19. Restriction for physical interaction and stores closures.



6. Advantages and disadvantages of SWOT Analysis 
SWOT Analysis can be used in any decision-making situation, pre-crisis planning, preventative crisis management as well as recommendations by any type of organisations. It’s helpful in finding areas for development by matching and converting. Matching strengths to weaknesses finds the competitive advantages and converting applies to strategies of converting weaknesses and threats to strengths and opportunities, which will define new markets. If it cannot be done, a company should aim at minimising or avoiding them. 
Disadvantages include compiling lists rather than critically think what is important in achieving objectives. It doesn’t consider unpredictable factors like Covid-19 and doesn’t offer solutions. It also fails to prioritise results, for example week opportunities may appear to balance strong threats. It may limit the strategies- may ignore sensible company’s objectives or alternative strategies. However, SWOT analysis can be evaluated by the strategy it generates- important SWOT is the one that produces valuable strategies. (Bishop, 2013, p. 41- 43)

Conclusion 
Following the PESTLE and SWOT Analyses of the Lego Company, it seems that the company successfully builds on their strengths while taking advantage of the opportunities. It has been on the market for 90 years, adapting to the trends in order to survive and succeed. The development of new products that meet the cyber trends and movies licenced theme products set Lego to become more influential in the target markets. Although Covid- 19 wreaked havoc on most industries including the toy, Lego’s revenue and market share grew.

Recommendations 
Lego needs to strategically address the trend for innovative developments as we move into more technologically advanced world, investing in R&D and talent employment as well as creating a girls’ line of products as it was found that most consumers were boys. Lego has premium pricing but addressing the average customer would increase the market share and variety of products which would set them ahead of competition and address licencing. Investing in digitalisation of all operations to logistics and focus on e-commerce and advertising rather than depending on physical stores would be beneficial. Lego needs to adapt to mass customisation according to the current trend.

7. Marketing Strategy
· Market Segmentation- dividing the market into distinct groups of consumers with similar characteristics. Geographically, Lego markets include leading economies - the Americas, Middle East, Asia- Pacific, Europe and Africa with China the most lucrative. The company targets middle class and affluent segments because of the high price of products. Psychographic segmentation based on activities and lifestyle and segmenting by usage and commitment through online and social media. 
· Market Targeting- evaluating the segments and choosing one or more to enter. Lego focuses on children and teens from affluent families. Digital marketing and targeting based on demographics through online groups. Target markets determined by age.
· Differentiation- after choosing which segments to enter, a company must determine how to differentiate its market offering so that it gives consumers more value. Lego uses differentiated target marketing- different offers for different groups. It differentiates the products through innovation.
· Positioning- effective positioning begins with differentiation by identifying customer value differences that provide competitive advantages and build the position. (Kotler and Armstrong, 2013, p. 73-76) 

Product 
Lego portfolio includes toys, sets, educational products, online games and robots. It also offers clothing, accessories, gift cards and home décor products. Corporate branding allows the company to market all the products under the Lego brand name. It conveys reliability, quality and expertise. In its branding strategy, which is what sets the company ahead of competition, Lego uses picture fonts, shapes, colours and packaging that are pleasant and appealing to the buyers. Products developed by age groups make consumers feel they are personalised to them and increase loyalty to the brand. Lego’s brand extension strategy creates awareness and sales through theme parks in several countries, agreements with Disney, Star Wars, Winne the Pooh and others to supply their licenced products such as bed linen and children’s wear. The bricks are the most popular product which durable and easy for mass production.

Brand image
Lego’s strong brand image creates competitive advantage as its associated with fun, learning and innovation. The customer friendly image helps the company to maintain success, customers loyalty and sales growth. 

Price 
LEGO products are premium priced- high price is charged for high quality, creating value for customers. Competitive strategy is also charged since products are not charged heavily so middle-class families can afford them and gain market share and repeat purchase. Lego uses psychological pricing to influence purchases.

Place 
Direct and selective channels of distribution (high involvement) through Lego’s website and others, Lego stores, theme parks, toy stores and so on. Toys are easily transported throughout the world and are made widely available to consumers.

Promotion 
Lego uses various promotional methods such as social media, digital advertising, reward programs. It also advertises via TV, magazines and in store efforts. Joint agreements with company such as Disney and Adidas and film franchises for joint promotion. Lego official website provides badges, ranks and trophies for certain tasks and premium account with more privileges than normal.

8. Conclusion 
Lego is a global toy manufacturer with unique brand image. The company owes its success to customer-oriented marketing strategy which helps the company to position itself competitively in the market and achieve its business objectives. however, its future depends on their ability to develop more innovative products in the market.

9. Recommendations 
Ansoff matrix
[image: Ansoff Growth Matrix Diagram]
Figure 2: Ansoff Matrix (Source: ansoffmatrix, 2022)

Ansoff Matrix is a marketing planning tool used to determine a company’s product and market growth. However, competition exclusion is a major limitation of the matrix.
Market penetration.
Existing market, existing customers.
As toy adverts in some countries such as Sweden and Greece are strictly regulated, unboxing video trends on You Tube has become a new way of advertising. “Fun Toys Collector Disney Toys Review” has more than 11 million subscribers. (MarketLine, 2020, p. 15) Lego needs to increase the distribution channels to enhance brand visibility and increase expenditure on marketing efforts such as sponsorships and celebrity endorsements to provide edge against rivals. Therefore, Lego needs to grow at the categories they compete (quality, brand, marketing network) so the sales and results of operations are positively impacted. Lego should consider incentives, relationship marketing and pricing penetration strategy based on discounted pricing.

Market development
New market, existing product. 
Market development requires comprehensive market and competition analysis and identifying the emerging opportunities and threats to relate them to the company’s major strengths and weaknesses. Lego needs to create promotional strategy and adjust the price, focusing on new channels of distribution.
Expanding the market share would create competitive advantage for Lego. Therefore, new market developments such as India would be beneficial. Lego should consider changing the packaging and product features and making them available in the new target markets. Targeting niche markets such as crafts or going back to traditional wooden toys or the latest tech products for teenagers could be a lucrative option for Lego. This strategy has a higher chance of success if Lego can increase its output without going into financial difficulties and the new market is similar to an already successful market with products that stand apart from competitors’.
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