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[bookmark: _Toc112778814]Executive Summary

Within the framework of microeconomic theory, this report discusses some challenges facing Tag Heuer company, a leading manufacturer and seller of luxury Swiss watches.  
These challenges were divided into two parts; the first was natural environmental challenges, such as the Covid-19 pandemic, which affected the TAG Heuer administrative and economic levels.  
  
The second part of these challenges is a Technological challenge imposed by the changing nature of the market, especially during the pandemic. The most significant example of these challenges is the change in the customers' purchase behaviour, which have tended to shop online and on social media mainly due to the precautionary measures imposed by governments to reduce infection with the virus.  
For Tag Heuer to find how to face these challenges and find solutions commensurate with the new business environment and within the framework of microeconomic theory, this report uses the following analysis tools: Pastel analysis tool and SWAT analysis tool...  
The analysis tool Pastel showed that there are strategic challenges that the company must act on in a dynamic manner that corresponds to the rapid movement of the market.
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Globalisation refers to the integration of markets in the global economy, leading to the increased interconnectedness of national economies. A key challenge is a close interdependency between nations, and an adverse event in one country can trigger a spiral effect on other countries. 
The world is experiencing unlimited changes in all aspects of life. As a result, the current national and international business situations are becoming more complex and disruptive due to the global challenges that impact internationally on companies. Whether political, economic, or environmental, challenges significantly impact the world economy and business administration. 
Large companies and economic institutions can expect some of these changes to occur, and accordingly, these companies can work on preparing strategic plans that help address the repercussions of these changes that affect societies and individuals. However, the international market can still face sudden changes at any time, and the changes that occur suddenly and without warning.
The most significant example of these sudden changes is the Covid-19 pandemic, which has created many negative and positive effects that have had an impact on various aspects of life, such as health, business management, jobs, and supply chains.
All the above has led to an increase in the need for rapid strategic adjustments to support companies, business sectors, and institutions to maintain their market positions. To reach this goal, major companies have realized their need for dynamic management to respond strategically and effectively to challenges. However, according to the(Economist 2010), nine Out of ten companies do not respond to change initiatives according to the current economic conditions.
This business report will critically evaluate some of the global challenges that face the management of one of the multinational companies known as TAG Heuer. The company is the owner of the leading brand within the Swiss luxury watches industry.  
Some of these challenges are common such as the company's ability to transform quickly to digital platforms, to maintain the company's customers, especially considering the deterioration caused by the covid 19 crisis, which has dramatically affected the map of shipping and logistics, the movement of goods and logistical support services, which was reflected in the company's pricing policy considering the currency price variation. 
The company's management also faced a new challenge regarding preparing leaders who can quickly adapt to work tasks through digital platforms to meet the unique demands of customers whose purchasing behaviour has changed due to the pandemic. 
When focusing on finding solutions to these challenges within the framework of microeconomic theory, several performance quality indicators are associated with evaluating the company's performance at an international level. For example, the discrepancy in laws related to world affairs in different countries must be considered. Similarly, the company's social responsibility towards the local community reflects the extent of its interaction with problems within the society of the countries in which it conducts its commercial activity.

[bookmark: _Toc112778816]Company Profile

TAG Heuer's head office is based in the city of La Chaux-de-Fonds, Switzerland. The company specialises in the luxury Swiss watch industry. TAG Heuer has three production sites for assembling watches, manufacturing cases, dials, and movements, in addition to the research and development department. Tag Heuer is a global company that operates subsidiaries on five continents in 120 countries, (Market Line, 2020). 
TAG Heuer management system is based on dual marketing in managing its affairs, which was confirmed by Megan Taylor, CEO of the company's strategic marketing department, who confirmed that the brand's legacy and heritage are the main factors in continuing the success achieved by the company during the years 2019 and 2020. 
To maintain a good share of the global market, the company adopts a policy of being present through a strategic partnership as an official timekeeper for all international car races that take place under its auspices, with the most crucial successful partners in this field being Ferrari and the Red Bull Company. 
The American company Signet, the owner of most luxury Swiss brands, also allows Tag Heuer to have a presence. It has spread through 3,500 branches around the world, which are located in the United States, Canada, Australia, and the United Kingdom. 
[bookmark: _Toc112778817]Strategic challenges

The corporate-level strategy is defined as "the strategic decisions that lead companies to diversify from one business into other business areas, either related or unrelated" (Lynch, 2015, p.302). Additionally, the corporate-level strategy means the corporate headquarters' role is to direct and influence strategy across a multi-product group of companies. Therefore, it is vital for an organisation, like TAG Heuer, which has multiple business areas, to have its own strategic vision (Mazzei, 2017). 
Feldman (2020) argues that the steadily increasing number of publications on why it is vital to the corporation to have strategic goals in the organisation (meanwhile accounting for about 40% of all strategic management related articles) indicates the importance of corporate strategy. That is, delving more in-depth shows that only the development of a corporate strategy provides the opportunity to create more value as a company than the sum of the individual Strategic Business Units (SBUs) (Birshan et al., 2011). Therefore, the corporate strategy must be the basis for the entire business and, hence, the basis for each Strategic Business Unit (SBU). 
Interestingly, there is a large gap between the formulation and the implementation of corporate strategy (Hornibrook and Lynch, 2008). The result is then the same (or even worse) as it would be without having any corporate strategy: if the SBUs do not act in concert, the company will either prosper only by chance or utterly fail, probably because no one observed the changes and the risks evolving in the market (Raynor, 2007). 
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The social implications on the company during the pandemic as well as the economic situation and the new laws are a huge challenge that the company needs to be aware of to apply some quick changes in its current strategy, which is reflected in the following departments: Customer service Management (CRM), Research and Development department (R&D) and Human Resources (HR) (Mckinsey, 2021). 
The PESTEL analysis tool is a mnemonic which in its developed form signifies P for Political, E for Economic, S for Social, T for Technological, L for Legal, and E for Environmental. It provides the organisation's view of the whole business environment from various perspectives that one wants to check and keep track of while contemplating a particular idea or strategic plan. Additionally, the PESTEL tool will assist TAG Heuer in finding out the essential goals the company has put forth in its developing plans. (Shatskaya, 2016). 
[bookmark: _Toc112778819] TAG Heuer's current business environment
 
According to Pereira (2017), the interpretation of the business environment is challenging for organisations, as it requires them to be agile, interprets data, shares information, and make decisions accordingly to achieve greater competitiveness in the market. Companies tend to be designed as open systems that interact with the environment, and how this interaction occurs defines the effectiveness and success of the company (Griffin, 2010). In the case of TAG Heuer, the nature of the business environment depends on the company's sector, which is luxury retail. 
The general environment of this sector is more dynamic than static. However, every sector has its level of dynamics (Naidoo and Gasparatos, 2018). The dynamics of the market might be suddenly changed due to a disruptor, such as a competitor or lately the Covid-19 pandemic, or a change in regulations. From the strategic perspective, the main objectives should be to transform to automation online not only to maintain large sales of their key products and explore the new markets with the new entries but also to use big data and AI to create an innovative customer approach. The best example of this transformation automation is the Debenhams company which decided to close its stores and become an online retailer (Bourke, 2021). 
[bookmark: _Toc112778820]TAG Heuer and the current economic situation

The extent of the recession caused by the coronavirus outbreak is unprecedented in modern times. The gross domestic product (GDP) experienced a 25% decrease during the pandemic from February to April. However, economic activity increased over the spring and summer, reflecting the economy's re-opening and pent-up demand from the lockdown period. Overall, GDP was 8% lower in October than before the pandemic.  
Since its arrival on the market, the TAG Heuer range of products has received a major boom in sales. Over 110 billion euros total revenue has been accrued from the sale of Tag Heuer watches, and a profit ratio of 11.97 billion has been attained: this figure is a key measure of success. The profit ratio measures the amount of profit generated by each single currency unit of sales. This figure comes from the last available fiscal year.  
The net profitability of the company is 8.36 billion. This is a measure of a company's overall profitability, i.e., how much its sales are converting to profit. The value given is the number of sales needed to generate one currency unit of post-tax profit. Negative values mean that the company has a negative level of post-tax profit. The figure is taken from the latest fiscal year available (Fashion Bi, n.d.; Solca, 2011). 
[bookmark: _Toc112778821]The online business in TAG Heuer and the current technological situation

The company claims that it is ranked fourth in the world in terms of presence and spread (TAG Heuer, n.d.). However, if the demands and needs of consumers in 2020 are considered, and their shopping behaviour has changed to a considerable extent due to the advances in technology plus the pandemic situation, this should force TAG Heuer to build a new strategy to enhance the customer journey. Moreover, comparing, what the competing companies offer with what Tag Heuer offers through its website, the company has an extremely basic or 'low tech' website and is not suitable for the significant advances that have been made in the world of online shopping. (Elle, 2020). 
Specialists in the world of online shopping attribute the weakness of the TAG Heuer website to the following reasons: 
The company enjoys a strong business partnership with one of the largest global companies that monopolise many luxury brands (LVMH Moët Hennessy - Louis Vuitton), which of course enjoys a shopping platform with a prominent level of artificial intelligence, and therefore provides the opportunity for TAG Heuer to be present online through this platform without the need to spend money on developing its own website. (fashion, 2021). However, the huge competition among global manufacturers of Swiss watch products is overwhelming for TAG Heuer, and as a result, the company has a relatively unremarkable global presence compared to other market rivals (Raiford, 2020). 
Although marketing activities of TAG Heuer are associated with the mother company (LVMH Moët Hennessy - Louis Vuitton), and this allows TAG Heuer to use the platform as a subordinate to the mother company, this still puts TAG Heuer in a position of weakness in terms of widening of strategic digital marketing and online competition. This was very evident when TAG Heuer underwent a significant loss during the first financial year after the partnership strategy was enacted (LVMH, 2020). 
[bookmark: _Toc112778822]Social Factors

With the rise of online stores, such as Amazon and the facilities provided for next day delivery from the comfort of your own home, the model employed by Tag Heuer struggled to maintain the profitability needed. Many people were leading very busy lives and to spend hours browsing a watch store was not top priority specially during Covid19, to order online and receive it delivered the next day became the preferred method of people purchasing watches. With the rise of Digital timepieces and entertainment sport watches introduced by mobile companies, Classic watches were becoming less attractive to youths.
[bookmark: _Toc112778823]Strategic priorities

There are specific methodologies and resources that are needed to attain the broader marketing program of any organisation within a given market territory. An organised plan of these requirements is all under the umbrella of strategic market planning. In the case of TAG Heuer launching the new virtual platform, this will increase value as is evident in this case that the company requires a strategic digital plan to be able to compete in the global market under the current market situation and the associated challenges of the pandemic. (De Chernatony et al., 2010). 
Seker (2020) states that corporate-level strategies help firms understand new strategic positions that increase their value. In the case of TAG Heuer, the organisation reacted towards the pandemic by developing its online platform to be more dynamic, and this development requires the company to have a better understanding of the new market changes, For instance, changes in HR laws in regard to the fact that it became necessary for most people to work from home will require changes in the work environment, as well as requiring that employees have the capabilities and technological skills to face the challenges that arise because of the pandemic (Cameron, & Green, 2015).  
TAG Heuer should take a complete view on how to improve customer experience, particularly in their contact centres, to improve calling agent performance and select the best technology that can deliver these capabilities. This can be achieved by routing calls to the agents best equipped to handle specific inquiries or problems. For example, a virtual agent-assistant, such as a behind-the-scenes bot that actively supports the conversation, should be considered (Kalkum et al.,2020) 
Quite often, the problem with shoppers is their hesitation in making a firm decision when purchasing items online. Therefore, some shoppers prefer to go to a store and feel and see an item, particularly if it is expensive. However, this may not be feasible if shoppers live in a small town or in an area where a particular store is not in the city's shopping area. Augmented reality (AR) can help with the need to see, touch, or try any product. It allows the superimposition of digital information directly onto real objects, hence processing physical and digital at the same time. This will assist customers in making decisions more swiftly (Porter & Heppelmann, 2017; Jaekel, 2019) 
The strategic priorities that should be considered include the following:  
1-Reduce costs: Digital transformation improves business technology, business processes and digital dependency, which entails cost-per-transaction savings and sales, and it improves and regulates operational efficiency.
2-Improve data analysis:
Organizations' ability to collect and analyse data from all customer interactions and sources and coordinate it actionably to improve customer experiences.
3-Improved customer strategy:
Modern technologies, especially digital transformation, create capabilities that can help organizations and companies acquire, retain and assist customers, while reducing marketing spending at the same time.
4-Increase productivity and reduce labour costs: Modern technology increases the productivity of organizations more efficiently, as digital transformation is one of the most impactful ways to develop any organization or company.
For example, it is significant that the time and money that a traditional organization spends on training new employees and updating resources can quickly spiral out of control.
By using the appropriate tools and modern technological means such as designing a tourist site or a restaurant … etc., the organization can achieve the difficult equation of keeping costs low and increasing productivity.
5-More focus on customers: Another benefit of digital transformation is the use of technology to enhance the customer experience and strengthen their trust in the organization. And that is by giving more attention and focus to what customers want and desire.
6-Expand further: Digital transformation aims to enable government sectors and institutions to expand and spread better than ever before, reach a larger segment of customers and the public, and improve the process of communicating with them and evaluating their experience.
Customer prioritisation: Have a better understanding of consumers and analyse data to be able to find actionable perceptions. 
 The organizations are leading consumer-inspired innovation across engagement, communication, assortments, and products. An integrated customer experience via a multi-channel sales approach. The visualisation of watches must be evolved to digitise shopping experiences. 
The priority of industry-leading digital marketing and prioritising digital customer service could be achieved via different technology channels. 
The continuous training and development of employees to cope with innovative sales techniques are essential. 
Culture of Agility and Efficiency: Encourage entrepreneurial mindsets, sharing of ideas, suggestions, and improvements. 
Make prompt data-driven decisions and ways to implement them. 
Promote talent pursued through the diversification of employees. 
Increase the budget of the R&D department to enhance productivity. 
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The SWOT tool is strategically used to plan and start the evaluation and assessment of a company's Strengths, Weaknesses, Opportunities, and Threats, essential in operating the day-to-day affairs of a business venture (Young et al., 2006). 
During SWOT analysis, both extensive and specific goals and internal and external factors influential in achieving a company's set goals should be stipulated. One of the most important reasons to use SWOT tools over any other tools is that SWOT specifically aims to detect intrinsic and extrinsic elements that help the firm determine factors needed for growth internally or externally.  
From the Strengths, Weaknesses, Opportunities, and Threats (SWOT) analysis tool, it is evident that TAG Heuer can rely on innovation to meet the changing demands of clients and their shopping behaviour which has changed due to the pandemic, despite weaknesses in organisational structure as well as threats posed by the challenging economic situation and the implications of Covid-19 on exchange rates, plus the massive changes to the market since Brexit (Bhasin, 2018). 
To give the company a competitive edge in selling its product, the company needs to take advantage of its ability to compete favourably with equal players in the market (Ghodeswar, 2008). 
TAG Heuer will effectively compete if the marketing department concentrates on the new strategies of introducing high-quality products at lower prices. In fact, the company cannot at any time bow out of entrepreneurship due to price wars with its competitors (Rafael, 2019). 
However, TAG Heuer can extend the market survey further to have a clear path that the management team will establish. For instance, the advertising of the product's competence must be combined in one way or another with the quality of after sales service. That is why it is important for the company to consider the overall market dynamics (Harolds et al., 2020). The company will more clearly see this after analysis of the market research survey on the new collection, carried out by the marketing team and other departments such as finance and human resources. At the right time, the strategic market program will help in evaluating the SWOT analysis. Moreover, other optional lines of action can be explored through this program (Helgesen, 2007). 
TAG Heuer has a dual chairperson approach in its management leadership structure to maintain and sustain the business. The group owns two business entities, namely LVHM as a mother company and TAG Heuer Plc. Further, the board of directors are shared, although the company stocks are listed separately. As a result, the two different managements at TAG Heuer have conflicted the responsibilities held by the board and the business. This dual management situation was one of the main reasons for the company's localisation, thereby stopping any potential growth. 
In terms of TAG Heuer, to achieve more success, the company must face lots of challenges like the implications of Brexit or the pandemic. However, on a positive note, these challenges also create other opportunities for this international company, this will be analysed as both internal (Strengths, Weaknesses) and external (Opportunities, Threats) factors affecting the company as a whole and the new product (Figus, 2018).  
[bookmark: _Toc112778825]The strengths

1. Global established brand. 
2. Well known luxury brand as the official timekeeper of World-class sporting events. 
3. One of the members of the FHH Swiss watch-making industry club. 
4. The brand has high equity. 
5. The legacy of the brand since 1860 
6. TAG Heuer has luxury showrooms at premium watch stores. 
7. Large human resources: more than 1500 people work at TAG Heuer. 
[bookmark: _Toc112778826]The weaknesses

1. Counterfeit watches destroy the brand name and create a grey market that affects the business. 
2. High competition between luxury brands limited the market share growth for TAG Heuer.   
3. The brand is available through a more extensive brand with a monopoly over several luxury brands, weakening TAG Heuer's opportunity to establish itself as a brand with an independent personality.  
4. The company's website is underdeveloped compared to competing companies' websites. 
5. The dual management model is harming the company. It is not beneficial to TAG Heuer, as it is causing a lack of communication between the company and the retailers. 
[bookmark: _Toc112778827]TAG Heuer Opportunities

1. TAG Heuer can attract many new customers of different age groups who use online shopping to satisfy their shopping demands by developing a sophisticated online platform to be more digitalised and virtualised. 
2. Use of big data and AI in terms of digital customer approach will lead the company to explore more business avenues and will add substantial value to the customer journey. 
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1. Failure to move quickly towards a digital transformation to allow the customer to shop safely during the pandemic will lead to a significant loss in the number of high-profile customers interested in the luxury watches market. 
2. Threats from inferior and counterfeit copies can damage brand reputation and affect sales.  
3. High competition from other Swiss brands held by the same mother company puts too much pressure on the brand in competing under the current market conditions. 

[bookmark: _Toc112778829]Conclusion

It is evident that TAG Heuer can rely on innovation to meet the changing demands of clients and their shopping behaviour which has changed due to the pandemic situation, despite weaknesses in organisational structure as well as threats posed by the challenging economic situation and the implications of Covid-19 on exchange rates, plus the massive change of the market after Brexit. 
Digital transformation involves a significant change in leadership and way of thinking, encouraging innovation and new business models, including the digitization of assets and the increased use of technology in many areas. Therefore, in the next few lines,will highlight to y some of the benefits of digital transformation:
Reduce costs, Assist in data analysis, Improved customer strategy, Increase productivity and More focus on customers.
Following the PESTEL analysis, it is obvious conclude that the business model of large stores which require staffing, heating, lighting and maintenance it is not the ideal investment, for the company and the transform to the digital sales is a must to increase the sales and to gain more customers from the young generation, in addition to reduce the business running cost. in conclusion TAG Heuer will Improve the viability of investments, Creating new solutions to problems, gaining the ability to plan well for a better future and work to improve performance in completing the required services, Also create a new environment of excellence, creativity and competition to reach the best results, by applying the new digital platform.


[bookmark: _Toc112778830]Recommendations

• It is imperative for the new digital strategy's goals and objectives to be implemented with speed, and the market should be evaluated regularly (Muganyi et al., 2019).
• The necessity of forming a digital transformation authority or department, as it is a key measure to reach the strategic goals and properly achieve the digital transformation goals.
• Tag Heuer should introduce an AR try-on app that offers a high-end experience for customers to be able to get a clear picture of what it would be like to wear the product on/her wrist. 
• The introduction of customised watches where customers can make a unique timepiece will allow Tag Heuer to make a deeper connection with customers and boost sales. 
• A big part of the real opportunities for TAG Heuer regarding the macro environment is the variation of its activities. The company may opt to produce a more comprehensive selection of watches. This concept of variety may be approached from different angles like design and suitability. 
• The marketing department must examine the company's organisational structure and give detailed findings and possible conclusions on the same as it is evident in this case that the company requires a strategic digital plan to be able to compete in the global market under the current market situation and the challenges of the pandemic. 
• The strategic program in the case of TAG Heuer will help the company to re-allocate resources. Considering the competition will assist them in finding alternatives such as a geographic expansion of the business project. 
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