P138180		Latifa Ebdiwi
 











Report for Strategic Management
Assignment 2019 Using LEGO Group
As a case study






Student Name: Latifa Ebdiwi
Student Number: P138180




UNIVERSITY OF WALES TRINITY ST DAVID
SWANSEA

MBA

BMMB7013
Strategic Management
For 
Dr Muhammad Tahir Mushtaq


Table of contents

Executive Summary	4
Introduction	5
1.1	LEGO Group company profile	6
The strategic position	7
1.2	LEGO Group Macro-environmental analysis	7
1.2.1	PESTLE analysis	7
1.2.1.1	Political Factors	8
1.2.1.3	Economic Factors	8
1.2.1.5	Social Factors	9
1.2.1.6	Technological Factors	9
1.2.1.7	Legal factors	10
1.2.2	Porter’s five forces analysis	11
1.3	Internal environmental analysis	16
1.3.1	Value Chain Analysis of LEGO Group	16
1.4	SWOT analysis of LEGO Group	17
Strategic choices	19
1.5	LEGO Group mission and vision	19
1.6	The growth strategy	20
1.7	innovation strategy	21
1.7.1	LEGO Culture.	22
1.8	Strategy evaluation and selection	22
Strategy in action	24
1.9	Hybrid Strategy	24
1.10	Hybrid Strategy Implementation	25
Report Conclusion	29
Recommendations:	30
References List	31
Appendix	32




Tables of Figures 
Figure 1The Exploring Corporate Strategy Model	5
Figure 2LEGO Group Financial Statement for 2018	6
Figure 3Porter's Five Forces Framework	11
Figure 4LEGO and its competitors against brand values	12
Figure 5LEGO SWOT Analysis	16
Figure 6 The Change Kaleidoscope Framework	23
Figure 7Type of Change	24

[bookmark: _GoBack]

[bookmark: _Toc14697357]Executive Summary


To meet the rising of customer expectations and to ensure that LEGO Group can corporate in the competitive toys industry, the company needs to adopt a strategic management. To do so, this report identifies the LEGO Group present position via analysing LEGO's macro-environment using Pestle framework, Porters five forces to analyses the company’s resources and capabilities. Also, the report analyses the micro-environment using the value of chain framework to examine LEGO's strategic internal factors. summarizing the analysis findings using SWOT analysis indicated that, LEGO’s products are expensive, easy to imitate and facing digital games threats.
The report also, analyses the company’s position in the toy market by identifying LEGO Group growth and innovation strategies and how such strategies influenced the price of the company products. the report also suggested a hybrid strategy with cost leadership and differentiation strategy to reshape LEGO Group strategic direction.
By the end of this report, the kaleidoscope change framework used to implement the suggested strategy which aids the company to sustain competitive advantages and putting in action. Furthermore, recommendations fit into the company's strategic orientation to perform better in the toy business industry of creating affordable products to all customers, enhancing the relationships with parents and their children as end-users for LEGO products and focus more on the digital markets will be provided.

[bookmark: _Toc14697358]Introduction 

Stated by Ansoff (1979) that, strategic management is based on the identified determinants of long-term goals and objectives. Agreed by Johnson, et al (2008, p. 11) that strategic management is to analyze, select and to implement the organization’s long-term goal and objectives. Therefore, (Johnson, et al., 2008, p. 12) highlighted that an organizational strategic management includes three elements, understanding the organization’s strategic position, making a future strategic choice and implementing the chosen strategy by putting it in action although, these elements do not follow this order and rather overlapping with each other. Bao (2015) also, related the strategic management to the existence and the growth of organizations, however, (Bao, 2015) argues that strategic management includes only two elements, the existence and the development of the entire organizations , and the existence and development of organizations in long-term.  
The Exploring Corporate Strategy Model with its three elements shown in Figure(1) (Johnson, et al., 2008, p. 12) will be used as a base for this report.
[bookmark: _Toc14718369]Figure 1The Exploring Corporate Strategy Model
[image: ]
Source: (Johnson, et al., 2008, p. 12)



[bookmark: _Toc14697359]LEGO Group company profile

Stated by (PR Newswire, 2019) LEGO Group is a family-owned busniss founded in 1932 by Ole Kirk Kristiansen, its headquarters in Denmark, and head offices have a presence across the world. LEGO Group’s product line comprises toys, brick building sets, education products, robots, video and online games all disrepute under the brand name LEGO (MarketLine, 2018). According to an article in the Guardian Newspaper by (Monaghan, 2017), LEGO’s first piece of the toy was produced in 1949 and became international in 1956, and its toy bricks are now sold in more than 130 countries. However, looking at LEGO Group financial statement for 2018 shown in Figure (2), indicates that company’s revenue decline of 5 per cent compared with 14.9 billion in 2017, the profit also declined 4 percent, the net profit was down 10 percent, cash flow from operating activities was down as well in 2017 (LEGO, 2018).
[bookmark: _Toc14718370]Figure 2LEGO Group financial Statement for 2018
[image: ]
(LEGO, 2018)


[bookmark: _Toc14697360]LEGO Group’s strategic position 

This section of the report will analyses the company’s strategic position in details by evaluating the internal and the external business environments using PESTLE analysis, Porter's Five Forces, the value of chain, summarizing the analysis findings using SWOT analyses, and suggesting strategic management which the company can adopt to cope with the future challenges.
To understand the strategic position for an organization, there is a need to realize the environmental opportunities and threats, the organisation’s strengths and weaknesses, the basic purpose of the organisation and the effects of culture on the strategy (Johnson, et al., 2008, p. 13). 
Using the PESTLE and ﬁve forces methods together helps to provide a detailed picture of the challenges facing an organization as using only one technique may leave gaps in the knowledge and understanding (Business Strategy And Objectives, 2010). Accordingly, PESTLE & the Five Forces Macro-environmental analyses will be used to examine LEGO Group’s external factors. The value of chain analyses also will be used to analyses LEGO’s internal factors. Besides, SWOT analysis to analyses both LEGO’s external and internal factors. 
[bookmark: _Toc14697361]LEGO Group Macro-environmental analysis 

[bookmark: _Toc14697362]PESTLE analysis 

This analysis tool was founded by Francis J. Aguilar (1967) and stands for Political, Economic, Social, Technological, Environmental and Legal influences. Stated by Singh & Srivastava (2019), PESTLE analysis is an important measure to study the macro-environmental factors affecting the business. However, when using the PESTLE technique it is important to recognise the factors that are outside the control of the organisation, and factors which will have a level of impact on the organisation, instead of identifying a potential course of action for the organisation  (Business Strategy And Objectives, 2010).
[bookmark: _Toc14697363]Political Factors
The local government interventions.

LEGO Group, as described by MarketLine (2018), is the world's third-largest manufacturer of play materials and provides toys and teaching materials in more than 140 countries. Although the company has continuously ensured to adhere to all legal laws and regulations of various countries it is operating in, however, the local political decisions of these countries will also have impacts on its performance  (Lego, 2018).
Political neutrality.

[bookmark: _Hlk14055268]Berg (2015) stated that to avoid risks such breaking the laws in the local or international market, LEGO Group has political neutrality to not be involved in any event, program or movement with political connection. However, this political neutrality was criticised in 2015 when LEGO Group refused to supply LEGO bricks to a Chinese artist to use them in an exhibition related to freedom of speech and political art (Lowe, et al., 2015).
[bookmark: _Toc14697364]Economic Factors

pressure on consumer spending

According to Blue Ocean University (2019), LEGO Group is facing economic risks such as pressure on consumer spending, People prefer to spend on toys only when their disposable income is high the growing inequality in the society will negatively impact consumer sentiment and thus impact consumer spending behaviour. On the other hand, there is growing in the LEGO market due to the increasing expenditure on the education development, increasing disposable income, and increasing investment into the sector as well as, reduce costs, by shifting its production to low-cost countries and is building a new factory in Hungary (Harrington, 2013).
The geographic presence

LEGO Group has a geographic presence and its products as mentioned earlier reach in over 140 countries (Monaghan, 2017). According to these international presents, the company managed to minimise the risks associated with operating in a specific geographical region (MarketLine, 2018).
[bookmark: _Toc14697365]Social Factors

The toy industry effected by the digital market and due to the growing emergence of mobile games, consumers spend more time using smartphones and other devices, they intend to spend less time with physical toys (Harrington, 2013). This change of consumer's behaviour will have a negative impact on LEGO brick as a physical traditional toy.
[bookmark: _Toc14697366]Technological Factors

LEGO Group builds on the strength of an enterprise platform and to develop the company, by transforming itself to become a digital company. However, the digitals transformation posed some challenges, such as the risk of failing to respond quickly enough to the opportunities and the threat of the digital economy posed on the markets (Andersen & Ross, 2016).
[bookmark: _Toc14697367]Legal factors

As described by the MarketLine (2018), the growing market for fake goods has been on the rise across industries and is affecting the sales as well as the image of the established brands. Stated by Bason (2012) LEGO Group has delayed filing its lawsuit against its competitors who imitate its figures, and in some cases, courts rejected some of LEGO’s allegation as the court argue that LEGO's figures are not subject to copyright. 
Environmental Factors 

LEGO emphasises on manufacturing products with sustainable and environmentally friendly materials ( (MarketLine, 2018). For example, the company sets to make some bricks from sugarcane-based plastic and aims to make all its bricks from sustainable material from 2030  (Handley, 2018). However, the alternative options LEGO is trying to move toward from sugar cane still hard-wearing plastic (Espiner, 2018).
[bookmark: _Toc14697368]Porter’s five forces analysis

Michael Porter’s Five Forces analysis framework is the most commonly method used to understand the industry’s level of competition and business strategy used to adapt to that level in term of five competitive forces Shown in Figure (3) Porter’s Five Forces framework (Dess, et al., 2019; Business Strategy And Objectives, 2010). However, using this method required knowledge about the industry, the diﬀerent organisations operate in this industry and individuals that participate in its work and since these areas can be diﬃcult to analyse, thus, possible substitutes can be missed (Business Strategy And Objectives, 2010). 

[bookmark: _Toc14718371]Figure 3Porter's Five Forces Framework
[image: ]
Sources: (Business Strategy And Objectives, 2010; Dess, et al., 2019)


The threat of New Entrants

Existing competitors with product differentiation in formats of strong brand identification and customer loyalty creates a barrier to entry by forcing entrants to spend heavily to overcome existing customer loyalties (Harrington, 2013; Dess, et al., 2019).
With a brand value of $7597 Million, LEGO is the most valuable brand in toy manufacturing industries, the new entrants will have to market extensively to create brand awareness among the target market, thus, the possibilities of a new entrant in the toy industry threat for LEGO Group are very low (Bhasin, 2018).
[bookmark: _Hlk14705153]Figure (4) presents LEGO and its competitors against brand values 




[bookmark: _Toc14718372]Figure 4LEGO and its competitors against brand values



[image: ]LEGO and its competitors against brand values


Sources: From  (Bhasin, 2018)

As a famous toy manufacturer, LEGO is at risk of the fake market, the cheap imitation of the products can attract customers, but the low quality of these counterfeits affects the consumer confidence in the brand which affects the brand image, thus, to create greater products’ value, it is very important operation for the LEGO to remain and protect its brand power (Bason, 2012).
The threat of substitutes.

It has been mentioned in the previous analysis. 

Industry competitors.

Highlighted by  (Dess, et al., 2019) rivalry occurs when competitors sense the pressure or act on an opportunity to improve their position. In LEGO Group’s case, the two American multinational companies Mattel and Hasbro pose a threat to LEGO in the long run, as they look to grab market shares of LEGO's construction toys market, and their productions are a direct competitor to certain lines of LEGO's product portfolio (Bhasin, 2018).
Besides, Mega Brands produces plastic bricks matches LEGO bricks,  LEGO has continually sued Mega Brands but has still lost in court  (Managing Intellectual Property, 2012). 
Power of Buyers 
LEGO sell some of its products to the consumers through its stores and a web shop and the majority of LEGO's sales goes thought the retailers to the consumers, although sales through the internet keeps rising, most parents still buy toys in stores, therefore to compete in the markets, LEGO would have to sell in stores, and not only online (Meyersohn, 2019).
LEGO's products are exclusive and attractive to the retailers, the treat of stop birching LEGO will make the consumer look for LEGO products in the next shop. However, using other retailers as distributer is company threat as some retailers can turn a profit without selling toys as toys represent a small part of their total sales. major retailers have begun manufacturing their toys. This gives these big retailers some leverage, as they are less dependent on the competitors.
Besides,  (Dess, et al., 2019) states that the internet and wireless technologies may increase buyer power by providing consumers with more information to make buying decisions and by lowering switching costs. However, these technologies may suppress the power of traditional buyer channels that have concentrated buying power in the hands of a few, giving buyers new ways to access sellers.
As a conclusion, the bargaining power of individual buyers is very low. And the bargaining power of retailers buyer is very high.
Power of suppliers.

To make sure LEGO Group suppliers sync with the firm policies, LEGO Group expects the supplier to stick to the standards and roles that created by LEGO Group to track issue related to the performance, impact on environment and the human resources rights  (Lego, 2017).
LEGO buys in bulks, so there are large numbers of suppliers willing to be associated with the LEGO group, therefore, the power of suppliers in case of LEGO group is very low (). However, the Company’s main supply is need is plastic controlled by the price of oil  (Ghim, 2013). This indicates that Lego’s main supply material is out of the company’s control. Thus, its dependence level is low. 
[bookmark: _Toc14697369]LEGO Group Internal environmental analysis 

[bookmark: _Toc14697370]Value Chain Analysis of LEGO Group

The main core of the internal analysis is to identify the strengths and weaknesses for the organisation to build on the strengths and overcome the weaknesses when implementing the strategic strategy (Johnson, et al., 2008). Stated by ( (Sheehan & Foss, 2009) organisations engage in several activities in the process of converting inputs to outputs. Using the value chain analysis on LEGO’S case will identify the resources and competencies enabled LEGO Group to regain its successful position in the toy market.
[bookmark: _Hlk8877895](Lego, 2017) developed its supply chain by building good relations with its suppliers in order to enhance its market feedback by doing so, LEGO Group improve the innovation capability, obtain market information to improve its sales in the short and the long term.
In marketing and sales part, LEGO tends to create animated series such as LEGO Ninjago and predicts that the more children will watch such series the more they will be emotionally attached to the character thus will demand that character-specific toy (Brook, 2013). LEGO products are unique, meet the highest safety and quality standards, however, due to paying for the licensing that is linked to bestseller brand and passing this cost directly to the consumer,  the company was criticised of its expensive compare with their competitors (Espiner, 2018). 
Besides, LEGO continued to expand its capacity in various places. As part of business expansion, the company started the construction of a new plant in China. Through these expansion projects, the company plans to capitalize on the growing markets (MarketLine, 2018).   
[bookmark: _Toc14697371]SWOT analysis of LEGO Group

To draw a conclusion  of the analysis strategies of the company’s external and internal factors, and the company’s existing strategy the SWOT is a strategic planning tool, use to analysis the strengths, weaknesses, opportunities and threats for the company by identifying the internal and external factors that are favourable and unfavourable to achieve that business goals (Salim, 2014).
LEGO SWOT figure (5) summarised the outcomes of LEGO’s internal and the external analysis and outlines the company’s strength, weaknesses, opportunities and threats. 



[bookmark: _Toc14718373]Figure 5LEGO SWOT Analysis
	STRENGTHS
· Good relations with its suppliers
· Innovation capability
· Obtain market information
· Animated series.
· Establishing production facilities close to core markets.
· Products are unique
· Highest safety and quality standards. 
WEAKNESSES
· Expensive, linked to bestseller brands.
· Easy to imitate.
· Digital games.
OPPORTUNITY
· Geographical diversification. 
· political neutrality reduces risks of breaking the laws in the local or international market
· Government education investment
· Partnership with the UNICEF
· involve in research
THREATS
· political neutrality risks (Discrimination). 
· Consumer spending pressure.
· Digital economy posed,
· Copyrights law.
· Non- recycle products issues.


[bookmark: _Toc14697372]
Strategic choices

Together with the previous environmental analysis, this section of the report will assess LEGO Group’s existing strategies and the company’s culture, based on collections of theories and models to investigate its future strategic directions.
[bookmark: _Toc14697373]LEGO Group mission and vision

Before exploring the company’s mission and vision, there are need to understand the level of strategy in where the recommended strategy will take place. Johnson, et al (2008) state that, there are levels of strategies in an organisation divided by categories. The corporate-level strategy, which responsible for the overall purpose of the organisation (Johnson, et al., 2008, p. 14).  In the case of LEGO Group, this strategy directs the company into the toy industry such as the manufacture of the Bricks, development of LEGOLAND and the growth of the company internationally, the second level is the business level strategy, is about how the different business of the organisation compete in the market, this strategy presents the development and introduction of the new products to compete in the toy market (Johnson, et al., 2008). The operational level covers the process, design and the human resource of the organisation, in general, concerns with the delivery of the corporate and the business strategies (Johnson, et al., 2008).
[bookmark: _Hlk14484330]LEGO Group is one of the world's leading manufacturers of play materials based on the iconic LEGO brick, committed to the development of children and aims to inspire and develop the builders of tomorrow through creative play and learning (PR Newswire, 2019), LEGO Group's mission is to "inspire and develop the builders of tomorrow." Its vision is "Inventing the future of play." To help accomplish its mission and vision, the company uses two strategies, the growth strategy and the innovation strategy (Jensen, 2012). 
[bookmark: _Toc14697374]The growth strategy

LEGO still expanding and entering new markets. For example, stated by (Lego, 2019) LEGO celebrated the official opening of its new Business Unit headquarters for the Middle East and Africa, and have a potential to attract 125 million children aged 0 to 14 years in the Middle East and North Africa by 2028.
Stated by (Dess, et al., 2019) a firm with successful product or services and wants to interduce it into a new market but did not have the financial resources or the necessary marketing expertise , does not  understand customer needs, does not know how to promote the products, or have access to the proper distribution channels may use the Strategic Alliances, by cooperative relationship with other company. In line with this, LEGO has expanded its product portfolio by using the Strategic Alliances in the format of licensing the right to develop products built around characters and brand, such as Star Wars and Harry Potter. It is also allied with the digital animation firm Animal Logic Pty Ltd and Warner Bros. to develop the LEGO Movie (Hoang & Rothaermel, 2016).
[bookmark: _Toc14697375]The innovation strategy

LEGO was very close to failing before but managed to strategically renew itself through great leadership and its dynamic capabilities and focusing only on creating customer value and pushing innovation (MarketLine, 2013).
Described by ( STRATEGIC DIRECTION, 2008), LEGO Group’s previous design processes was based on allowing the design team to be free which resulted in unsuccessful products entering the market and add complexity in the LEGO system. to ensure that all design activities are supported by a real business case, and tested against ﬁnancial requirements before being approved, LEGO Group design team started an initiative called design for business (D4B), the D4B describes the overall innovation process, maps how a project is conceived, assessed and developed with design as a key stakeholder ( STRATEGIC DIRECTION, 2008) . 
To help achieve this, LEGO cuts the length of the design cycle to less than 12 months instead of two years  ( STRATEGIC DIRECTION, 2008), In addition, LEGO changed its strategy from closed product development with confidentially to involve the customer and suppliers in early product development processes and this effort has enabled LEGO to gain new perspectives on issues such as packaging, pricing and other key selling points that will work in the retail outlets (Arlbjorn & Paulraj, 2013).
LEGO designed the bricks using a standardized feature, the same type of studs regardless of their type, can be connected and disconnected from one another, which allows them to be recombined in an equally large variety of arrangements (Hwang & Jennejohn, 2018).
Although, this process was criticised that it is a formal process stiﬂe individual creativity, LEGO Group argues that, this process allows designers to be more creative, because now they do not have to think about how they are going to structure a new project as a design manager, and they do not have to spend time and suffer pain trying to reinvent things that somebody has already done ( STRATEGIC DIRECTION, 2008). 

[bookmark: _Toc14697376]LEGO’s Culture.

LEGO Group promoted a culture based on creative play and contribute to healthy child development, this idea was maintained with the company, even LEGO's name translated from Danish means "play well" (MarketLine, 2018). However, Palmer (2014) argues that, LEGO increasingly has lost its mission and culture by promoting and advertising new moves, game and videos, instead of promoting children’s imagination, LEGO is restricting the children from being creative and learn to think for themselves. 
[bookmark: _Toc14697377]Strategy evaluation and selection

Stated by Hall, et al (2012), a company can fall into a strategic drift, by allocating the same resources to the same business, over and over without realising the changes in the business environment, which affect the business performance. According to the outcomes of the external and the internal analysis, and the analysation of the chosen both the growth and the innovation strategies, the company have numerous internal, as well as external factors, resulted in particular issues. The primary issues for LEGO Group are they segment their products and making it affordable only for segment customer who are willing to have the quality toys not considering the cost consequences to that. Also, imitation the LEGO bricks with cheap price one was one the high risks for the company.  The cost of LEGO bricks has got too out of line and create opportunities for low-end competitors to enter the market.  However, LEGO Group argues that this innovation strategy is central to LEGO’s success and it is a key selling point for LEGO, keeps the customer interested and make it an ever-popular toy (Basulto, 2014).  
To summarise the company external, internal analysis, the resources, the capabilities and the levels of LEGO Group strategies, the hybrid strategy is likely to be suitable. 

[bookmark: _Toc14697378]Strategy in action


This section of the report will discuss the recommended strategy, the implementation of the recommended strategy and how to put this strategy in action using the change kaleidoscope framework 
[bookmark: _Toc14697379]Hybrid Strategy

As stated in the analysis stages, LEGO's external environment has changed due to the growth in the digital world, higher dependence on global brands and changing fashion trends in the toy industry. To avoid the strategic drift LEGO should respond to these changes by adopting a hybrid strategy.
Stated by Baroto, et al (2012), in competitive industries, companies would not be able to survive without adopting cost leadership strategy to process the value chain most efficiently without risking the quality by offering some differentiation by innovating to produce unique products or services compared to its competitor. Accordingly, LEGO Group can embrace the Hybrid Strategy with a combination of, cost leadership and differentiation strategy that LEGO products at the highest possible quality can be affordable  (Gopalakrishna & Subramanian, 2001). 
Compared to the advantages gained through separate competitive strategies, implementing the hybrid strategy can result in various sources of competitive advantage. For example, the economies of scale, customer loyalty and the ability to achieve a low-cost position by emphasising efficiency in the value-creating activities, so further strengthening their competitive position opposite their rivals (Acquaah, 2006).
An adopting the hybrid strategy by LEGO will improve the company’s performance, the unque products will enable the company to charge superior prices and cost leadership strategy will enable LEGO to charge the lowest competitive price, thus, the company can achieve a competitive advantage (Learning, 2009).
As part of the hybrid strategy, the company can improve its digital platform and expand its electronic offerings, as LEGO's creations of the new digital toy were criticised of being off-brand. As the legal protection is not enough, LEGO should adopt a strategy to protect its brand, promote the environment issue and reduce the criticism of LEGO bricks being unrecyclable, also create unique idea cannot be replicated by the competitors by making and innovating using recyclable LEGO bricks.
The advantages of this strategy are to promote the company environment factor, save costs, and with this idea, the LEGO brand will be protected from cheap quality imitation.
[bookmark: _Toc14697380]The Hybrid Strategy Implementation 

The change kaleidoscope framework is shown in Figure (6) will be used to put the strategy in action. According to the level of the strategy mentioned earlier, the change should occur in the business level strategy.
[bookmark: _Toc14718374]Figure 6 The Change Kaleidoscope Framework
[image: ]
Sources: 
Applying the framework component on LEGO Group’s case.
Time
According to (Balogun & Hailey, 2016) there are four types of change, shown in Figure (7) the change in the case of LEGO will be incremental, which mean the organization have time to adopt the change. 
[bookmark: _Toc14718375]Figure 7Type of Change
[image: ]
Source: (Balogun & Hailey, 2016, p. 231) 
Scope and Preservation.
Adaptation type of the change will be suitable to implement the strategy as described by (Balogun & Hailey, 2016) this type of change can be accommodated with the organization existing culture and can occur incrementally.
Diversity.
what department of the organisation should be changed? 
5: Capability: 

The capability is about the resources available to the company to adopt the new strategy, and in LEGO’s case, In 2004 LEGO group went under a major restructuring plan started by appointing a new CEO focused on the tradditional values of their products, the restructuring was successful and made the company  unbreakable, with total revenue coming in at an impressive 35.8 billion Danish crowns for 2015  (Gibbs & Roth, 2016). Thus, the LEGO group has the experience and the ability of managers to help their staff through the change.
The increase of the World disposable income predicted in 2019 based on (Conerly, 2017) (Figure 8). Consequently, the level of consumers spending will increase, and consumers will be willing to spend more, Thus, LEGO Group can grab this opportunity to succeed and survive in the future.
Figure (8) Personal Disposable Income between 2014 and 2019
[image: ]
 Source: (Conerly, 2017)



Capacity: 
According (Balogun & Hailey, 2016) the capacity is the amount of cash and human resources the organization have to invest in this strategy, and in LEGO’s case the capacity is very negative as shown in the financial statement of the company, the company did not have the financial resources or the necessary marketing expertise , however use the Strategic Alliances, by cooperative relationship with other company (Dess, et al., 2019).
Readiness 
staff awareness is the staff aware of the need to change.
Power.
The power to adopt this strategy is the major stakeholder, which in LEGO’s case are the suppliers who involve in the cost leadership strategy directly. 




[bookmark: _Toc14697381]The Report Conclusion

LEGO’s internal and external analysis, using PESTLE, Porter’s Five Forces, the value of chain and SWOT tools, provided a detailed evaluation of the LEGO Group, Its position in the toy industries, its resources, and capabilities. 
The main challenge for LEGO Group was the high-priced products, although LEGO pays licensing that are linked to bestseller brands. However, passing the cost directly to the consumer can be a strategic weakness (Espiner, 2018). The other challenge was the imitation and the copyright issue which can be real threats for the company affecting the brand and the company performance (Bason, 2012). 
Like for many companies, the classic dilemma for LEGO Group was should the company adopt cost leadership strategy, differentiators strategy or both. Thus, the report provides an alternative strategy for LEGO Group according to its resources and capabilities in the toy market. The report also suggested an action plan to implement the recommended strategies using kaleidoscope framework. 


[bookmark: _Toc14697382]Recommendations: 

1: To avoid significant impacts on sales from cheaper imitated products produced by new competitors into the toy industry, LEGO needs to create toys using cheap materials to ensure that its products are affordable to all consumers.
2: LEGO should enhance the relationships with the parents and their children as end-users for LEGO products, comprehending the end-user’s interests and preferences will increase customer loyalty, create effective products and interest new customers.
3: Due to the growing emergence of mobile games, the toy industry effected by the digital market, the time spent by consumer using  digital devices has increased, on the other hand the time spend playing with the physical toys has decreased (Harrington, 2013). Thus, the company should focus more on digital markets by creating more interactive websites and video games.


[bookmark: _Toc14697383]References List
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