
[image: University of Wales Trinity Saint David | VRS]


Student:     Antoaneta Vazova 

ID number: 2123847

Module:     Marketing Fundamental 

Module code: LCBB4004

Assignment 2 

Lecturer: Afzal Munna





















                                    TABLE OF CONTENTS

1-  13


1. INTRODUCTION……………………………………………page 3


2. SWOT ANALYSIS…………………………………………. page 3


3. PESTEL ……………………………………………………. page 5


4. PORTER’S FIVE FORCES………………………………. page 9


5. CONCLUSION……………………………………………. page 11


6. REFERENCES……………………………………………. page 12




























1. INTRODUCTION

The study of the internal and external factors is one of the most important tasks of the enterprise before launching any strategic marketing plan. If a business wants to be successful on the market, it must understand which factors influence its development of its company. Therefore, one can always devise appropriate strategies to deal with any situation, knowing both the positive and the negative effects inside and outside the company. Once all this is analysed the company can plan for appropriate strategies to manage any anticipated and unforeseen situation. Absolutely every factor inside or outside a business organization has a profound impact the business activities.
This report aims to demonstrate the marketing strategies and analysis of the big brand Chanel. With the help of SWOT, PESTEL and Porter's 5 Forces, we will investigate the inner business world of a time-proven, world-famous company.
Coco Chanel started in 1910 what is known today as one of the most luxurious brands with the maxim that "luxury must be comfortable, otherwise it is not luxury". She opened her first shop in Paris selling hats. She later added several stores and expanded her products to clothing and perfumes. Her first perfume, Chanel No. 5, became the best-selling perfume in the world. Chanel is known for her timeless designs, trademark suits and little black dresses (Biography, 2014). Today, Chanel is a powerhouse fashion brand with 310 boutiques worldwide, over 20,000 employees, high-profile clients, and a variety of products including clothing, eyewear, perfume, beauty, jewellery, and watch accessories (Apperly, 2021). 









2. SWOT

Creativity is important in building a brand, but to be directed in the right direction, a clear and well-constructed strategy is needed. The correct assessment of the strengths and weaknesses of a brand (and personal) and the ability to use them to your advantage are invaluable and applicable not only in digital marketing, but in any other endeavour. This is the secret of the SWOT analysis - Strengths, Weaknesses, Opportunities, and Threats - the ability to assess our strengths and weaknesses, opportunities, and threats.
SWOT analysis is a strategic planning technique and is used in the first stages of building a brand, marketing campaign or making an important business decision and taking certain actions. A well-constructed SWOT analysis can be the advantage that differentiates a business from its competitors.


	STRENGTHS – EXTERNAL
Strong brand value- Chanel’s global brand value in 2020 was estimated at $13.7 billion and slightly decreased to $13.2 billion due to the Covid-19 pandemic (Statista,2021). It was ranked 52nd on Forbes’ 2020 list of the world’s most valuable brands (Forbes, 2020).
Sustainability plans- Chanel takes sustainability seriously. In 2020, they launched Chanel Mission 1.5°, which focuses on reducing the carbon footprint of their operations. They plan to reach 97%usage of renewable electricity by the end of 2021(GCI Magazine,2021).
Product line – Chanel produces six collections of women’s fashion a year. Every year they add new creations or collections. The brand sells high fashion, expensive and modern clothes, a wide variety of products – jewellery, watches, glasses, fragrances and skin care, make-up (Canoa,2020).
Growing audience base – Chanel is the luxury brand with the highest number of social media followers with a total of 81.4 million across Instagram, YouTube, Facebook, and Twitter (Beauloye,2021).
	WEAKNESSES – INTERNAL
Significant competition – Competition could reduce Chanel's market share because the market is flooded with other luxurious brands clothing and accessories.

Counterfeits - The market worldwide is flooded with fakes; this is a very big threat, and it is growing like a pandemic. This trend undermines the quality and authority of the brand.

Covid-19 impact on buying behaviour – 
Luxury brands need a new approach to attract buyers. The global health crisis has affected the financial and mental aspects of the consumer. While some have lost their jobs, others fear the unknown future.

Pandemic hits – 
During the pandemic in 2020, Chanel suffered a 98% loss in just one week because it closed all stores worldwide and did not engage in online trading, resulting in low sales volume. By 2022, they are shifting some strategies to digital (Bottoni, 2021).


	OPPORTUNITIES – HELPFUL
Market growth – 
The demand for luxury goods has increased globally due to social, economic, and cultural changes around the world. One of the opportunities for Chanel to remain a market leader is online sales and electronic marketing. Product innovations such as selling sunglasses, various cosmetics and fragrances that are easily accessible to customers through the brand's digital platforms, could boost the brand and the sales (Business Wire, 2021).
Online conversation – Consumers are increasingly shopping online for safety and convenience. This is the new normal after the pandemic, where the  e-commerce has taken over the traditional high street sales.. Chanel needs to strengthen its online presence and advertise its products more. The digital transformation is accelerating, and relevance is the new legacy (Beauloye, 2021).

	THREATS – HARMFUL

Counterfeits - Chanel is an expensive and popular brand, so there are many consumers who use fakes or imitations. For this reason, Chanel devotes significant financial and human resources to monitor sales on various websites and social networks. Also, there are other brands that are cheaper and copy the brand, and sell at very affordable prices (Easterling, 2021).
Intense competition – 
Competition is getting bigger; media and social networks are shaping consumer preferences for luxury goods. Luxury brands take steps such as mergers and acquisitions, store expansions, new product launches, and adopting new strategies. Chanel's biggest competitors are Gucci, Louis Vuitton, Dior, Rolex (Business Wire, 2020).



As every business, Chanel was also affected by the global pandemic. The company suffered great financial losses when the stores were closed. Customer contact and traditional sales have been always very important to the business.  For years Chanel has built a reputation presenting fashion shows and showrooms. Their boutiques are known all over the world for their elegance and adequate attitude to the customer. After travel restrictions and physical distancing were put in place, the company fought back and once again managed to exceed their time. Chanel is a classic brand continuously adapting  to the modern world. 


3. PESTEL


Conducting a PESTEL analysis is imperative to developing effective strategies and achieving long-term growth goals. This analysis facilitates understanding of the wider business environment. It instructs organisational leadership to think strategically and quickly respond to changes in the external environment to avoid or exploit the negative impact on the business. This model is used to make important business decisions. It is believed to be particularly useful when companies must make decisions about international expansion (Citilci, T., & Akbalik, M. 2020)
Therefore, to achieve long-term growth, Chanel must make important strategic decisions. Applying the PESTEL analysis could help the brand identify the main external factors that shape the strategy. The main factors included in the analysis are political, economic, social, technological, environmental, and legal factors (Anton, R. 2016).
    
           3.1 Political Factors
 
Political factors strongly influence Chanel's long-term sustainability and profitability. The key to success in a dynamic business environment is the diversification of systemic risks. A strong presence on the international scene increases the company's vulnerability, therefore the following political factors must be considered:

· Government Stability

Strong political stability has serious implications for consumption, investment, and business economic growth. Chanel's biggest store is in London, and the fact that the United Kingdom is no longer part of the European Union can make it difficult to import and export goods. There is a risk of supply chain and lack of supplies issues to the store.


· Competition Regulation

Competition regulation helps the government monitor, limit and regulate imports, and thus helps local businesses grow and expand. Although Chanel is a world-renowned unique brand, it has a lot of competition in the luxury goods market. Competition regulation is therefore important for the protection of all stakeholders.








· Taxation and trade restriction 

High taxation affects international trade and hinders exports. If the business enters markets with low taxation, Chanel can benefit from higher profits. High trade restrictions can make the business environment more complex, so a company should carefully review industry-specific tax policies.


     3.2 Economic Factors

Economic factors directly affect the ability of a business to achieve its goals. The second component of the PESTEL framework includes many variables such as: exchange rate/interest rate, labour market conditions, inflation, and others. A detailed understanding of the economic environment can help Chanel make an accurate assessment of the growth trajectory of the industry and organisation.

· Economic/business cycle stage

Emerging economies offer ample growth opportunities for Chanel. The economic development of a country is of great importance to the brand because Chanel offers expensive and luxury goods. The more economically stable a country is, the more luxury goods consumers there are. Therefore, Chanel is competitive On the market and increases growth potential.

· Inflation/employment/interest

A high "gross domestic product" also signals consumers' ability to spend more on the products on offer. High unemployment is a signal of the presence of excess labour at relatively low wages. Operating in such a market could reduce Chanel's production costs. A high interest rate will encourage investment attitudes and the opportunity for growth.

· Labour market conditions

Labour supply and demand determine wage levels and the supply of skilled workforce.  The company must analyse the availability of qualified workers because the lack of them leads to a decrease in the efficiency of the business.


           3.3 Social Factors

Social factors include elements such as people's religion, beliefs, culture, habits, interests, and preferences. All these elements affect in a favourable or unfavourable way the results that a company hopes to achieve. As social aspects change, and they present new trends.




· Demographics

Demographic research is of paramount importance for an international business such as Chanel. Socio-economic changes, such as the aging of the population, migration, social values, norms, and customs of society are essential. Therefore, the moderate to upper middle class in society is important to Chanel because the brand offers expensive goods and consumables. Spreading in countries with a stable economy and a well-developed society, the brand can create the right market segment with high growth potential. 


· Education

Higher education means that consumers are more aware of their consumption patterns, therefore a higher level of awareness leads to a preference for product quality. As a result, they will focus on positive consumption which gives Chanel an advantage due to their focus on quality.


· Cultural and traditional norms 

Each country has its own cultural norms and traditions. Therefore, a thorough research should be conducted to gain knowledge about local consumers and their consumer behaviour. To this end, Chanel should develop a business partnership with local market research organisations who could offer in-depth analysis of  the cultural environment and values that influence consumer perceptions and attitudes towards the brand.



	
                3.4 Technological Factors

The detailed analysis of the technological environment helps to achieve certain business advantages, such as increasing profitability, stimulating the innovation process. In today's business world, the pace of technological development is accelerating rapidly, and business organisations are investing in emerging technologies to stay ahead of the competition. To ensure the long-term survival of the business, Chanel, as a world famous and rich brand, must study and anticipate existing and future technologies.


· Technological infrastructure and innovations

Improved technological infrastructure helps attract foreign direct investment, leading to progress, development, and competitive advantage. Analysing 5G and determining its potential to achieve positive results can lead to major transformations in the industry.


· Internet and social media

Greater internet penetration reflects a progressive and educated population, which benefits Chanel. All consumer markets have a high rate of internet penetration, with many consumers having access to computers, laptops, and smart phones. Therefore, this can be used for marketing and promotional strategies to reach and influence consumers. The predominant age group of the population who widely use social networks are young people and middle-aged people. This is of great importance to Chanel because in this way they have customer feedback and can also collect user data and information.


               3.5 Environmental Factors

Environmental analysis has gained wide popularity in the modern business environment due to the worldwide problems of pollution, global warming, and others.


· Recycling 

Consumers are increasingly demanding recyclable products and are becoming more aware of ways for safe disposal and recycling. Chanel is setting up special drop-off sites for recycling products and is introducing a new product line of recycled products for consumers to take advantage of.

·  Waste management

With a view to environmental sustainability, Chanel already has a controlled waste management process, they follow regulations to dispose of waste in an environmentally friendly manner.

· Green consumption

Consumers in all markets increasingly prefer products and services that are environmentally friendly, that is, produced and marketed using environmentally friendly and sustainable methods. Companies are also introducing green products to appeal to consumers. Chanel introduced a green product line and regularly engages in environmentally friendly activities. The company plans to gradually increase the weight of the green product line to increase its role in environmental sustainability.


                 3.6 Legal Factors

Legal factors provide more detailed and specific information related to various laws and regulations.




· Employment laws

Employment law protects the rights of employees, such as fairness, equality, fair pay, discrimination, health, and safety. In some countries, there is no effective enforcement of labour law, so while working in these countries, the Chanel company must ensure the safety of the working environment, this strengthens the image of the company, which is important for retaining and attracting the best workers in the industry.


· Intellectual property laws

Strict adherence to intellectual property laws makes the business environment safer for such large firms as Chanel because their patents are protected from imitations.


· Consumer protection laws

In the age of information technology, laws have become more stringent to ensure user privacy and consumer protection. In the case of online transactions, Chanel must comply with data protection regulations to avoid lawsuits and to be able to prove to its customers that when shopping with the brand, their personal data is strictly confidential and safe.

PESTEL is a powerful tool that can provide valuable guidance to Chanel for successful business and competitive ability. Although the brand has proven itself in the industry and is in a stable place in the business world, it is necessary to regularly analyse the specific situation, because there are always factors that include various variables and this affects strategic decision-making.



4. PORTER’S FIVE FORCES

The model of Porter’s five forces was proposed by Michael E. Porter in 1979. The goal is to assess the competitive positioning and strengths of business organizations. The 5 forces shape competition in any industry, they are Threat of New Entrants, Threat of Substitutes, Bargaining Power of Customers, Bargaining Power of Suppliers and Competitive Rivalry.  Many new companies use Porter's 5 forces model to decide whether it is profitable to enter an industry.
Chanel Five Forces analysis helps to analyse its current market position based on multiple internal and external factors such as customers, competitors, suppliers, partners, financial support. The Five Forces analysis will help Chanel to understand and provide a solution to deal with the competition ( Porter, M.E. 2008).


	     Competitive rivalry

If competition is intense, then it becomes difficult for existing players like Chanel to earn sustainable profits.
Chanel has many competitors that are in the same price range. There is strong competition between different brands, high rivalry puts Chanel under intense pressure, which may limit growth potential. Profitability in such industries is low because firms adopt aggressive targeting and pricing strategies against each other.
Also, rivalry will be intense if customers are not loyal to existing brands and competitors tend to adopt aggressive strategies against each other.


	                                                Bargaining power of buyers

Chanel is not a brand that is produced for the mass consumer. The main customer of the brand is the rich, the affluent with a stable status in society. Most people between the ages of 18 and 50 use fixed Chanel products. To prevent the product from reaching the masses, the fashion house does not hold sales in stock, it also destroys or reduces its seasonal products. Chanel was one of the first brands to start animal protection campaigns and stopped working with natural leather. With this venture, the brand managed to retain the company's wealthy and loyal customers, who are looking for high-quality products at affordable prices and excellent service. Therefore, Chanel achieves its business goals because it manages to gain strong buyers, which makes the company competitive and increases growth opportunities.



	      Threats of new                      entrants

The Chanel brand has been in the industry for over a century. Entering this business is extremely difficult due to the large capital and resources investments required. Despite being one of the pioneers of modern fashion, the proven and long years on the market is due to their first-class character, because the brand does not allow mass production. The products sold by this brand are known worldwide and are a status symbol among wealthy members of the society. The company has designers who design each product and are completely dedicated to the brand, so it is unique in its own way and difficult to reproduce or counterfeit.



	Threats of substitutes

The threat of a substitute indicates that customers may use products from other brands to satisfy their needs. The Chanel brand is a symbol of high status, therefore many people who cannot afford to buy its products tend to buy cheaper ones, which in most cases are imitations of Chanel, in order to show off. Not only fake goods are a threat to Chanel, more and more new branded and expensive products appear on the market, which shift the customer's focus to them. The company must provide compelling reasons to customers by offering high value and quality for their money.





































	                                     Bargaining power of suppliers

Bargaining power of suppliers in the Porter 5 model reflects the pressure exerted by suppliers on the business by adopting various tactics such as reducing product availability, reducing quality, or increasing prices.
Chanel began to buy out many partners and suppliers in the late 1980s, also acquiring many new manufacturers to strengthen its supply chain. Chanel produces mainly in France, especially the ready-to-wear or haute couture collections. The brand has opened many production areas in Spain and Italy. If the company's management lacks sufficient market knowledge and lacks price sensitivity, this automatically strengthens the position of suppliers.



If we want our business to be successful and make wise strategic decisions, we must trust Porter's Five Forces model. This is exactly what makes Chanel a successful company with a reputation built over the years. When you are aware of your strengths and weaknesses in business thanks to the analysis of Porter's Five Forces model, you are aware of the competitive pressure in the industry and the exact positioning of the company in the industry. Porter's five forces are a permanent part of the structure of the industry and help to move towards a conscious choice of strategy.






5. CONCLUSION

We live in a society that is becoming more and more responsible for the environment, sensitive to all issues related to the pollution of nature and social problems that affect people's lives more and more. These topics re not left to governments alone, but directly pressures and influences companies and policies. Such a critical and active society requires greater social and environmental responsibility on the part of business. This leads to the emergence of a new demand in the market, where more aware and responsible consumers are found, preferring to buy products from ethically correct brands.
The fashion industry has a central role in social life, because among the goods we consume, clothes and accessories accompany our whole lives and our way of social behaviour and interactions. It is a system characterised by the promotion of consumption and rapid disposal, in which fashion follows trends, leading to a programmed life cycle, requiring the rapid and early disposal of products, whether they are in good condition or not, but cease to be "fashionable ".
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