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INTRODUCTION

This paper aims to focus on the way in which LEGO Group has managed to overcome, rewrite and transform its organization, culture and creativity in order to regain stability and popularity in the toy market. Improving and increasing profits and originality , decreasing loss and succeeding in the modern competitive market has been done through very careful analysis. Proving that they have found the right tools and way to re-establish this well-known worldwide toy brand. 
The company today is operated within the environment of changes. As this market is so dynamic, it is crucial  for the organization to constantly “reinvent itself” (Robertson, 2013).

LEGO is the world leading Toy Company, rewarded with a title “Toy of the Century” twice, last time in February 2019 in New York, USA (www.prnewswire.com). The products are diverse and in wide specter and range of toys, from simple plastic bricks and elements to a big and complex models, theme parks, movies and video games.
 The Lego Group story begins far back in 1932 .The founder, Ole Kirk Christensen, was a carpenter who started to make wooden toys and bricks for his own children to play.
It is family held, privately owned company with a headquarters in Billund, Denmark and main offices around the world in USA, Europa, China and Asia (www.lego.com).
Guided by the company motto and spirit: “Only the best is good enough”, the company is committed to development of children and aims to inspire and improve the creators of the future through imaginative play and learning (ww.lego.com).
The name LEGO comes from an original Danish words “leg” and “godt” meaning “Play” and “well”(Forbes, 2016). 
In 1947 the company introduced the new material by changing wood with a plastic molding. From there on, Lego starts to walk on the path of success. In 1996 LEGO Media was found, which also operates video games, motion pictures division which produced BBC children series and very recently LEGO Movie part one and two (www. Legogroup.com). In present days the company employs more than 19000 people from 130 countries, throughout 42 offices, with a revenue of 37.2 billion DKK. The CEO is NIels B. Christiansen (www.legogroup.com).



LEGO GROUP – profit / loss problem (1996 – 2004)

After 1980 the company when through very difficult periods. Rapid expansion of business areas where some of the ideas turn up to be very good, some less so, set back the company’s profit margins. The problem was that the ideas were executed too fast. The company should expand into new areas relatively slowly. So in the late 90’s it became less profitable and by the end of 2004 had too much debts and it found itself in a very difficult financial situation as independent enterprise. 

Problem solving and decision-making are important skills for business and life. Problem solving is a method based on analytical aspects of thinking using facts and often involves decision making which is a process divided in five stages:
· Identifying the maim problem – working across cultures, organization, structure, management, psychological climate, product and services
· Defining criteria
· Evaluation – range of possible decisions and consequences
· Implementation – applying and acting on the solution
· Feedback - monitoring from customers and employees

To understand and highlight the main problem that Lego Company faced we need to consider the internal, SWOT, and external, PESTEL, environment as well, using a Fishbone diagram to visualize and go deep into the root of problems. Finding out why Lego ended up with profit loss situation we turned to the basics of management and have been able to find why the company has been in great need to take significant measures and make changes around the  nature of the problem. Using different tools, analysis and theories we can identify the core problem and several possible solutions.
Furthermore, there are some recent tools which can help us to find out more about the decision driving flow leading to making the precise decision.

 SWOT

Firstly,  SWOT analyses combining both internal factors – the company’s strengths and opportunities, and external factors – company’s weaknesses and threats.

SWOT Analysis is an acronym that stands for Strengths, Weaknesses, Opportunities, and Threats. A SWOT analysis is an organized list of the business’ greatest strengths, weaknesses, opportunities, and threats.
Strengths and weaknesses are internal to the company (reputation, patents, location). They can be changed over time but not without some work. Opportunities and threats are external (suppliers, competitors, prices)—they are out there on the market, and cannot be changed.
Existing businesses can use a SWOT analysis at any time to assess a changing environment and respond proactively to the recent needs of the market.  In fact, I recommend managing a strategy review meeting at least once a year that begins with a SWOT analysis(www.articles.bplans.com)



Strengths are insubstantial, internal factor to an organization. They are within the company’s control. In Lego Company there are lot:

- Simplicity
- Iconic brand
- Experience
- Product portfolio
- Lego system of Play
- Lego community
- Adaptation ability
- Excellent quality
- High emotional appeal
- Loyalty of customers


Weaknesses are the reasons and aspects that the business is unlikely to prosper, based on factors that reduce the value, organization offer or place the business at a competitive disadvantage. The company needs to improve these areas in order to compete with other competitors. 
Lego Group weaknesses:

· Losing identity
· Lack of presence on a particular market
· Cost
· Size of bricks
· Easy to copy
· Online variations


Opportunities – these are external factors in a business environment that are very likely to  have a positive impact  for the success of the company:

- Using policies of different regions
- Low prices for production in other location  (internationally)
- New combine Lego digital design
- New technology for manufacture
- Complementors





Threats include external factors beyond a company’s control that could place the strategy, or the business itself, at risk. The company has no control over these, but may benefit by having eventuality plans to address them if they should occur:
· Politics
· Economics
· Embargos for raw material
· Brand exposure
· Substitutes
· Pressure of pricing
· Threats of digital technology- video games, mobile phones applications
· Competition
· Lack of legal protection


PESTEL 

PESTEL Analysis is a tool used to analyze the external environment of an organization. This analysis is specific for macro environment, factors that surround the company competitors, suppliers, distributors, customers and partners. 
All this factors can have massive impact on the company. The findings of this analysis are used to help forming future strategies to remain competitive on the market. They have a one-way effect. PESTEL is an acronym that stands for:

POLITICAL – what government and to what degree it interferes with and influences a company and industry.  Government policy, political (in)stability, foreign trade, duty policies, health and safety system. Lego manages to be politically neutral.

ECONOMIC - this includes economic development, exchange rates, inflation rates, interest rates, and disposable income of consumers, unemployment rates. These factors can have direct or indirect long-term impact on a company since they effect purchasing powers of consumers and could possibly change the demand of supply of the economy. Therefore they effect how a company formulates the price of the product. Economy has been favorable to toy industry and it is improving over the years.

SOCIAL - presents the demographic characteristics, standards and values in the system where the company operates. Population growth rate, age distribution, income level, careers, health, lifestyle, cultural barriers are especially important for marketers because they determine targeting of a particular group of customers. In addition, Lego is a socially aware brand, which collaborates with UICEF, children welfare program. Lego believes that “Children are builders and creators of the tomorrow”(www.lego.com). Lego also do training in ethics, integrity, anti-corruption and improving diversity at the workplace.



TECHNOLOGICAL  – Here are all innovations and regulations surrounding technology that may affect the operations, industry and market. The level of awareness of innovation, automation, R&D Activity and technological change that the market  poses may influence the decision to enter or not certain industry. To launch or not launch a certain product or to outsource production activities abroad. Knowing exactly what happens on the technology market can prevent Lego group to invest a lot of money into developing technology which can become old very soon due to disruptive technology elsewhere.   Launching Lego dimension, combining digital and physical play is a very important factor for Lego’s digital transformation.

ENVORNMENTAL - these factors moved forefront very recently and they are very important due to the increasing negative consequences of using the raw materials, pollution targets set by government, carbon foot print and the pressure from Greenpeace and environmental protection organizations. Environmental applies to weather, climate, environmental offsets and climate change.  Growing the awareness of the potential impact of the business  on climate change affects how Lego operates and what kind of products they offer. This is leading the company to be more involved in corporate and social responsibility and sustainability. Lego is planning to achieve 100% renewable energy by 2020. And Lego Group is the first toy-making company to be a signatory to United Nations Global Compact (www.lego.com). Lego is investing in a new offshore windmill farm and have a zero waste without compromising the quality.

LEGAL - some of these factors may overlap with a political, but they include more specific laws such as discrimination, antitrust, employment, consumer protection, copyright/patent and health and safety laws. It is very important for Lego to know what is legal and what is not legal in order to operate successfully and rightfully on various markets. When a company trades globally it is especially tricky because each country have their own laws, rules and regulations. Lego is struggling with a patent in China due to poor copyright laws.


All these factors combined give the business good overview of the general environment out there.
[image: ]
Figure 1 Fishbone diagram


PMI (plus, minus, interesting) – quick decision making and brainstorming tool
PLUS:
1. Creativity +10
2. Helps develop small motor skills +7
3. Teach children how to fit pieces together +10
4. Helps children with a abilities to read and follow instructions +8
5. 5. Problem solving  and decision making +10
Total score: 45

Minus:
1. little pieces are hard to see -4
2. hurt when step on them -7
3. Easy to lose -5
4. Lego set cost -5
5. Some pieces look terrible -3
Total score: -24

Interesting:
1. Lego are code +10
2. Lego part are interlocking and  can be used in different sets +10
     Total: 20

Plus 	+ 45
Minus:	- 24
Overall total:	21

Lego do create simple and systematic way by using logic and reasons alongside with imagination. The aim is to generate ideas which are new, surprising and valuable. Lego System of play creates a  bridge between scientific and artistic exploration and curiosity in pursuit of learning.
Lego continue creating new opportunities for children to reach their potential by learning through play. The company constantly innovate and provide children with a high quality and safe products that encourage them to solve problems, collaborate, create, discover, imagine and play.
Safety and quality are priorities for the company. Therefore, LEGO do invest a lot of time and money by working closely with designers. All elements are subject to strict quality and toy safety standardization. Comities, including European and International production regulation, are applied regardless in which factory they are manufactured (www.lego.com/responsibility).

 SOLUTIONS

How Lego have been rescued?

The multi-coloured  bricks of our and our children’s youth, which diversified almost to the point of distraction under the Group’s traditional family ownership, found the right way back to the profitable market and happy customers. Thanks to Knundstop who become a CEO in 2004 and moved fast towards putting this 80-year-old (at the time) Danish toy maker back on firm financial footing. Growth followed quickly.
He says that his vision is to “get back to the core, to the brick.  This is where our heritage is and our future, too”(Knudstrop, 2004).

These inherited values are extremely important for the future development, creativity and success of the company. Especially in the digital era when Lego needs to signify that they are not leaving the physical world of toys. By having the best knowledge and ongoing development as their core state in business, Lego is simply adding a digital revolution to physical play.

How to make sure that the mistakes from past won’t be repeated?
There is a golden saying in business -  “most of the companies do not die from starvation, they do die from indigestion”.
There are so many opportunities in business that it is only necessary to be open to them.



One of the rules, which are very important to Lego Group, is to get back to its roots, wooden/plastic brick, and review the results. Because the market is so diverse in terms of contrast and . This is where Lego went wrong in the past and profits have fallen. Instead of doing it onto five in tendency every three to five years, Lego did three to five tendencies each year.  And, this cost the company the biggest loss since it was established. The other thing is that people lose focus on the core business because of the new tendencies and all the new things you can do. For Lego the core business is what is most exciting. And the core business is the thing, which needs to be back and discovered over and over each year to remain in focus and to succeed in market and in the future.
Key lesson learned!

The strategy was wrong, but no one knew the right strategy.
For the first two years from the renovation period Lego’s management and employees have been saying that they don’t have strategy but an action plan. It is a detailed plan of actions to be taken and to start to build confidence again. Only then confidence was developed, which helped the company to overcome their major problem at the time. Creating a team of five people, brainstorming and keeping to the brick was the main line into the rescue plan.

The next step adopted by Lego Group Company was to make the very big decision to have no growth for the next three years. Probably because it is a privately owned company they were able to afford this. Every other business in the same situation would go for growth. This means that Lego looked deeply into all the problems identified through SWOT and PESTEL analysis and the company worked hard to make their products far more competitive.
The plan which Lego came up with was super generic. Lego spent two years staying on the line of the business to reinstate implementation, devote three years restoring cost-effectiveness in order for the company to reach organic growth. This simple plan can be found in any management book and it is even on the first pages of the books. But this is not what it is all about. The problem was not the employees. The problem was the tendency of the products.

The most important lessons according to Knudsrop, CEO of LEGO, are “you act your way into the new way of thinking”(www.lego.com). And it is about less talk more action.


Lego did close the offices in USA, sold LEGOLAND, shut down activities and started introducing visual report. Instead of installing digital technology in factories, which Lego do not have control over, they filled the white board with ideas. They called it “Visual Factory”. Every Friday morning at 7am the managers were filling this board with all good and bad results (green numbers for good outcome, red numbers for bad ones). Lego decided not to put it in IT system because this is what it’s all about - socializing and sharing of the data.  The flat or horizontal management model was introduced. This model allows a most direct and quick communications between different units responsible for decisions, designs and manufacturing in an operating business.  It helps a lot with finding the right answers to the important questions – what is the financial estimate at the time and targets that are rolling afterwards? What is the demand plan?  What is the supply capacity? Those questions get resolved from central group of 20 managers from different departments. They meet on a monthly basis face-to-face in order to put together and execute a plan of actions. The management of the company believes in direct contact with employees. Nine out of ten times the employees will tell you something they already knew or considered but the tenth time is something crucial and the good leaders and managers do not want to miss it out. Measuring employee’s engagement is the foundation of Lego Group reward structure. They also do a financial reward based on high recommendation from children, highly valued and credited by business partners. Having all these three things Lego actually started to make a profit.
The innovation of cultural dialog in Lego is based on creating a context, not control. There are, of course, new challenges on the market for Lego. New politics, which become less predictable towards high protection of the market. Brexit is one of the factors, which can create fear for the company in the near future.

Rediscovering Lego and reestablishing the core of the existing business thanks to a unique building system of little bricks. It makes children to put two pieces together and there are a thousands of combinations and pieces which all fit together ready to build and play with them. In fact the plastic brick made in 1958 is able to interact with the one made today? It is that incredible! And yet you don’t have to be 1.5 years of age to take them apart. That “Lego system Play ” makes the company really unique. Lego do have only one product - a single plastic brick. It is so simple and yet strong, but very easily duplicated. 
What makes Lego unique is the Lego building System and the molding technics. If Lego really are unique and exist because of this little plastic brick then they really need to be masters of molding technics. Everything is in the quality of the molding, allowing the pieces to fit together yet not that hard for a small child to take them apart again. That takes millimeters of precision. Because of the high manufacturing process, it is very important that the quality is not only occasionally but it is consistently good in every print. It is also very important to know where exactly those prints are. When they are ready to be picked up and shipped internationally. Also, it is very important the production is optimal to avoid having too much stock and at the right price. Managing this side of this business model is where Lego advantages lay. For that LEGO needs an enterprise architects, engineers, supplies, designers , manufactures etc., all collaborating constantly.

Optimizing performance is not about big leaver, it is about seven or eight different things which need to be in place in order to achieve the result.
Make time to plan and to reflect in order to progress, gave the Lego Company opportunity to make very rational decisions about leading the company to success and improving management development of the organization. They knew that there is not only one solution to the problem. And, funny enough, that will be so untrue to the Lego Group whose basic idea is that there are many solutions to the same problem. And its need to find or even imagine their own solution to the problem.

The most important steps which Lego changed are: manufacturing, logistics and product development. Then Lego discovered that the developing process became a little bit out of control. They simply produced too many parts, which was no more in line with the concept of a Lego idea. So from this point of realising that this is not what this company is meant to do, the CEO decided to take steps back towards the core of Lego and Lego building System of Play.  Where everything fits together. Reduce the number of platforms and get back to the three major ones – DUPLO, TECHNICKS and LEGO, without many variations, just everything “clicks” together.
Explaining that to the designers was not easy, because some of them were hired on different conditions. Mainly, the older designers understood really well the importance of going back to the roots. Understanding of Lego System of Play and helping to bring back the “old” new idea back to the market. This was what saved this great company. So simple, and yet genius.

Other vital step was meeting with the retailers and fans of Lego. The management was helped to analyze and understand the needs of the market and consumers by simply talking directly to them. They have been told what actually children, parents and consumers are looking for when they purchase a Lego. 
Adult fans held a yearly event in USA, which is attended by Knudstrop, CEO of Lego Group each year. He claims that he learned a lot from the fans, which are great experts using most of the products. The company was able to monitor the business by annually collecting feedback first hand.
What are the consumers looking for in Lego?
What Lego can do better?
What is missing?
What are the other things fans are passionate about?
This is what gives Lego a very deep understanding of the product and future needs and designs.

For any existing product and business there is always something that needs to be improved or changed. For example, the future of the characters or future building  a system which has been used for Star Wars figures. What can be the next steps? There are so many things to consider continuing to explore Lego in the years ahead. It is always exciting to look forward.
Also, reaching more children is the ultimate mission ahead of Lego. One of huge advantage for Lego Group is the social media - YouTube channel, mobile apps and online games. This is how Lego Group become a digital enterprise.

Lego continues creating new opportunities for children to reach their potential by learning through play. The company constantly innovates and provides children with a high quality and safe to use products that encourage them to solve problems, collaborate creatively, discover, imagine and play.
Safety and quality is top priority for the company. LEGO invests a lot of time and money and works closely with the designers. All parts and elements are subject to very strict quality control and safety regulations. Comities such as the European and International production regulation are involved, regardless of the factory they are manufactured (www.lego.com/responsibility).
Lego Group has many departments each one with their own strengths and weaknesses. Without working collaboratively the departments won’t be able to achieve such high standards and quality.

CONCLUSION

I do believe that in this paper showed the different strategy and ways of behaving those permanents Lego Group and allows empowering and decentralizing. The battle it is not won in the CEO office it is won in the individual markets and with meetings with customers for better understanding Thanks to Lego everyone can live up to any creativity different persons have. It is great to play with Lego because it does not mater who you are, where your from, how old are you. None of this matter. What is really matter is only how much imaginative and creative you can become and have fun at the same time. Lego is very much playing and building. We don not stop playing because we grow old. We to grow old, because we stop playing (George Bernard Show)
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