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Marketing fundamentals can be easily understood as the description or information about the different important principles which are related to marketing (Kumar, 2020). The following report is based on the discussion of the different marketing fundamentals of Lego which is one of the leading toy manufacturing companies all over the world. The report will discuss the company and the impact of Covid-19 upon the company first. Then the external and internal analysis of the company will be done. The internal analysis will be done with a SWOT analysis of Lego and the segmentation, targeting and positioning which will help in understanding the different internal factors affecting the company. After that, the external analysis of the company will be done with the help of PESTEL Analysis and Porter’s five forces. In which the different external factors which are affecting the company will be discussed. The discussion will be done in relation to the industry of the company as well as the impact of the pandemic upon the company as well. 
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Figure 1 COVID, made by Student via Canva
Lego is a company that deals with the manufacturing of plastic toys and focuses on children's preferences. Lego is a group owned and privately established in Denmark. According to sources, it is reported that within 2021 the Lego toy company was one of the largest toy manufacturing companies in the world (Cong et al., 2021). It is reported that the company also generated revenue of about 7.43 billion euros. Lego manufactured such kinds of toys that were to be collected and arranged properly to construct certain structures. The Lego toy manufacturing company started their toy manufacturing such as interlocking bricks toys in 1949. Leo group also has built many attractive things, such as games, movies, competitions and the eight “Legoland amusement parks”. Lego is a multinational company and operates in many different countries, the lego has about more than 170 stores in Europe and North America, 96 in the US, 18 in the UK, Germany 17, Canada 13 and many other countries. 
[bookmark: _heading=h.tyjcwt][bookmark: _heading=h.3dy6vkm][bookmark: _heading=h.1t3h5sf][bookmark: _heading=h.4d34og8][bookmark: _heading=h.2s8eyo1]Recently during a pandemic, the company also faced the consequence as other companies faced due to the global pandemic caused by Covid-19 in 2020. Because of the pandemic, the company could not get the required materials to produce or manufacture their respective product. There were many stores that were shut down because of the rapidly growing infection all around the globe, around more than 150 stores were shut down around the globe. Due to this companies could not even sell their existing product to their respective consumer, but the online services help the business to grow. While people were in their homes during the pandemic, they were all excited to build monuments and different structures in their homes as time passed. 

· [bookmark: _Toc114239478]Internal Analysis
[bookmark: _Toc114239479]“SWOT analysis”   
[image: Chart, treemap chart

Description automatically generated]To gain insights into the internal environment in which the retail company, Lego, has been operating in after the pandemic, SWOT analysis is used as a strategic tool to understand and evaluate the strengths, weaknesses, opportunities, and threats of the company. Through this analysis, the internal factors which will determine the prospects of the company can be analysed.
Figure 2 Swot Analysis       Source: Ibis World(2018)


	Strengths
	The first important factor that contributes to Lego’s strength is its global presence. Lego sells its products in more than 130 countries and has 570 stores worldwide, which enables the company to be a global player and participate in the global market. Lego has a reputation for coming up with innovative products and every year, the company refreshes 60% of its products which helps in serving the changing demands of the consumers and diversifies its product range. Through its licensing deals, Lego has franchises with Star Wars, Harry Potter, DC Comics, Marvel and others which helped the company to ride the pop-culture waves for profit generation. Lego has turned its online business and with the trend of e-commerce skyrocketing, the company has channelised its online channels very effectively. Out of three toys brought, one is sold in the online market. Through its strong online strategy and user-friendly e-commerce platform, Lego has increased its website traffic by 27% compared to last year. 


	Weakness

	
One of the major factors that contribute to Lego’s Weakness is the pricing. Although the company has an advantage in licensing deals, the customer must bear those licensing costs which make Lego’s products more expensive. This affects Lego’s sales as the buyers who are price-conscious opt for cheaper brand products. Another weak side of Lego is its old-fashioned video games which are not at par with the games of other brands in the sector. To stay competitive, Lego must strengthen its video game product and improve its offerings. Lack of effective strategy of the company to stop the Lego clones from biting into its market share also impacts the company. There is a lack of strong IP protection which allows infringers to imitate its products. Although those products do not mark the product quality of the original ones, they are much cheaper. Lego has not succeeded to establish and enforce strong legal protection for its products. 


	Opportunities

	According to the annual report of Lego, by 2032 90% of the children in the world would be living outside Europe and North America. Lego’s global presence will immensely contribute to its growth and profit generation. With the development of virtual reality, Lego has developed a few augmented reality games that enable better immersion and interaction (Wien and Dortch, 2021). There is also a chance for Lego to try out subscription-based models using the subscription box service. This allows the company to create relationships with its customers and leverage Lego's ideal platform for building engagement and interactions. 


	Threats
	
The copycats remain an improved threat for Lego as they do not just copy products but also use the branding of the company to drive their sales. The covid restrictions have lowered their foot traffic immensely. Although the company has online websites, most of its sales come from its branded retail stores and the restrictions can severely impact its offline sales. With the rise of environmental awareness, the direst reliance of Lego on plastic companies has put them at odds with the environmental groups. The change of shift from traditional toys to online gaming can threaten the toy demand in the market and neck-to-neck competition in the sector has increased pressure on the company to innovate consistently. 


Table 1 Swot Analysis created by Student
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Market segmentation happens to be a marketing strategy which is used by companies in selecting a group of consumers in tailoring products and branding in a way to attract the group. It is divided into four categories namely geographic, demographic, psychographic and behavioural. Market segmentation done by Lego is demographic segmentation. Here, the kids are the users who are playing with the toys, while the adults are buying their kids the toys. A new initiative has also been taken by Lego in ditching plastic bags after children call it for a change (BBC, 2020). 
[bookmark: _Toc114239481]“Targeting”
Target market happens to be a group of customers who share the same demographics that have been identified in most likely buyers of a company’s product or service. The primary target audience for Lego is children under age of 12 (Gericke et al., 2022). Prior to pandemic, Lego has been taking part in various shopping mall activations along with working with retail partners to bring the brand to life. 
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Market positioning happens to be the ability which provides influence on the perception of the consumers regarding a product or a brand which is relatable to the competitors. There are four types of positioning strategy. The positioning strategy used by Lego happens to be competitive positioning where it compares its prices with the competitors. It is also called as the “grand strategy” where Lego goes back to its roots for the consumers. 
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Figure 3 Positioning Map of Lego     Source: created by student
Based on the positioning strategy, LEGO uses high quality low pricing strategy whereas the company’s competitors are using high price high quality strategy, while Bandai Namco falling in the middle category. It represents the company. It helped the company in achieving 22 percent overall sales along with 27% growth in revenue (Lego, 2022). 
Marketing Mix (4Ps)
1. Product: Product happens to be an item which has an intention in giving satisfaction to the needs and wants of the customers. Lego uses a mixture of both quality and cost strategy to provide the customers, the best possible products at cheaper quality pricing. 
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Description automatically generated with medium confidence]Price: It includes the amount that the consumers are willing to pay for their product (Karim et al., 2021) The strategy used by Lego happens to be the value based pricing strategy where the company lays its focus on the perceived value of the product which is offered to the targeted children under age 12.Figure 5 Lego Price. Source: LegoShop(2022)

1. Place: It is the consideration where the products should be available in both brick-and-mortar stores along with online. Lego has started expanding its digital network along with branches of physical stores to improve its online sales (BBC, 2020)[image: A picture containing text
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Figure 6 Lego Store  Source:Lego(2022)
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Description automatically generated]Promotion: Promotion’s primary goals is communicating with the customers which is needed for the product (Karim et al., 2021). The company aims on 3500 bricks and shapes which is used in promotion of their products, social media, sponsorship (bbc, 2021).Figure 7 Lego Instagram   Source: created by student
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1. Positioning: It refers to the type of marketing strategy which primarily lays its focus on distinguishing the brand from its customers (Karim et al., 2021). Here, company follows competitive positioning strategies which is also known as “grand strategy”.
1. People: It involves the people who are the stakeholders of the company. the stakeholders of lego involves consumkers, customers, employees, NGOs and industry associations (lego, 2022).
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A pestle is an analytical tool to analyse the external environmental factors that are affecting the business. 
Political factor: Recently due to the Brexit deal the UK departed from the European Union and the respective manufacturing sites in both countries lost employees. There were EU employees working in the UK, it is reported that around 190,000 EU employees left the UK because of Brexit and Covid-19 issues (Dováľová et al., 2019). Therefore, the Lego company also needs to follow the rules and regulations formulated by the government to mitigate the risk of infection, due to which the company needs to shut down their stores and manufacturing.  
 Economical factor: The economical factor plays a very important role because it allows the consumer to purchase their desired product. The UK is the sixth largest economy in the world and because of its economy; the consumers are having a job and are able to purchase their products, so the company did not face many issues doing business in the UK. The current inflation rate of the country is more than 10% and the GDP of the country is also more than 2,2 trillion pounds. It is reported that during a pandemic, the Lego company generated more than 5 million pounds in 2020.  The toy industry of the UK generated more than 6 million pounds in 2022 (Statista, 2022). 
Social factors: Social factors also play a very important role in the growth of the business. Therefore, due to the lockdown people were not allowed to move out of their houses and the indoor gaming or toy industry grew. According to sources, it is predicted that the toy industry is expected to grow from 3 billion in 2017 to 4 billion by the end of 2022. Nowadays people are very much attracted to mobile gaming, for example, Pubg, Mobile legends and many other games. Therefore, Lego also provides games that can be played on the Mobile Phone. As per sources, it is reported that video game users in the UK grew from 32 million pounds to 36 million pounds from 2019 to 2020. The toy is mostly played with by children more than 3 years old kids. According to sources, it is reported that more than 613,000 births took place in the UK by the end of 2020 and this means there is a large number of potential customers every year.
Technological factors: technology is growing very rapidly in the UK and every individual is getting attracted to technology. According to sources, it is reported that the current internet penetration rate is about 94% (Wang and Hao, 2018). People are getting more engaged with games that are technologically advanced. The toy industry is improving its products through VR technology, and mobile gaming, where people can enjoy the games on their cell phones also. Lego has produced more than 85 commercials “video games”, such as Stars Wars and many other games.
Environmental factor: This is one of the most important factors that affect businesses nowadays, especially the plastic industry because they harm the earth due to increasing plastic waste, as it does not decompose very easily. The toy industry requires a large amount of plastic to create toys, such as polyolefins plastic. The Lego company is using waste plastic to make toys. Lego is recycling plastic waste to make plastic toys and provides exciting games that encourage people to stay home and free from infection. 
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Description automatically generated]Legal factors: The toy industry needs to follow various laws and recently due to the corona pandemic, such as a minimum number of workers and a high level of hygiene in the workplace. The Lego Company also follows the “national minimum wage rate” as the company pay their employee more than 9 pounds per hour.  Figure 9 Lego PESTLE Analysis Source: Statista.com(2018)
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Porter’s five forces is a model which helps in evaluating the competitiveness and the market position of a particular company, business, industry or even a marketplace. Porter’s Five forces is simply a framework which consists of different elements which are Competitive rivalry, Bargaining power of the suppliers, Bargaining power of the Buyer, Threat of substitution, and Threat of new entry. With the help of this model, a business can simply evaluate the position of the company in the marketplace and can easily identify the current and even the future competition of the company. The following analysis will explain Porter’s Five Forces in relation to the Covid-19 impact on the company Lego and its industry:

1. Bargaining power of the customers (Moderate): The bargaining power of the customers is moderate for Lego because of the quality products being manufactured by the company. The quality of the products is the unique selling point of Lego. However, it cannot be neglected as well that buyers have a very strong power over the company and can be strong in terms of bargaining with the company. Due to the uniqueness of the product in the toy manufacturing industry, it is very hard to negotiate about its products. Though the company has many risks from the bargaining power of the buyer as such examples are Toys R US and Walmart which buy products from the company in bulk and have the rights as well as hold a very strong perspective to bargain (Pratap, 2022). To control the bargaining power of the customers, the company can charge some premium prices for some selected products. Which are high on demand and can also give some bonuses and offers for the customers to increase its popularity. 

1. Bargaining power of the suppliers (High):  Lego uses plastic to manufacture toys, but only a few know that the plastic is made up of a polymer named “Acrylonitrile Butadiene Styrene” which is made up of oil. So, the price of the oil is the main reason for the strength of the suppliers to bargain with the company. This makes the bargaining power of the suppliers high for Lego until the company does not find any substitute for this polymer to produce the toys. The force of the bargaining power is strong as the company be easily controlled based on the rising prices of the oil (Pratap, 2022). Since the pandemic came the price of oil has been increasing rapidly which is a matter of concern for the company as well. 


1. Threats of New Entrants (Moderate):  The threats of new entrants to the company are very moderate as the company has been positioned at the top of the industry in toy production. The company's current net worth is estimated to be 9.1 billion US dollars which is huge and if a new entrant wants to come into the industry, then the company has to invest huge capital to compete (Tighe, 2022). Investing a huge amount of money in toy production can be risky for the new entrant. Even creating something unique that can beat Lego is quite impossible as the company has one of the most unique products in the industry of toy production.

1. Threat of Substitutes (High): As technological advancement is increasing rapidly it is attracting more customers to the use of smartphones, television, and games. This is a threat for the company as the customers are more attracted to the technology than the toys. The number of people who use the internet in the world is estimated to be around 5.03 million people. Whereas the number of people who play with Lego toys is 400 million which is a huge difference (Sawaya, 2022). The company is worried that since the paramedic came more people have started using the internet, which is making the company worried about its customers. 


1. Competitive Rivalry (High):  The competition of the company in the global toy production industry is extremely high as there are so many rivalries of the company who are in competition to be the best. Lego’s competitors are Hasbro, Bandai Namco, Barbie, Fisher-Price, Mattel, and many other toy-producing companies. Yet, the unique identity created by the company is hard and tough to defeat by any competitors of the company. The company focuses so much on its marketing strategy, differentiation, and market position so that the competitors of the company cannot defeat the company. So, in order to maintain the company’s position, Lego should be focusing more on the brand image, the quality of the products and innovation as well. 








[bookmark: _Toc114239486]Conclusion and Recomandation
Conclusion
Although the covid pandemic has shattered the very foundations of the business community there are ample opportunities and scope for Lego to channelise its energy for achieving its mission and objective. Lego must focus mostly on protecting its products from infringers and strengthening the protection of its intellectual property. These are valuable assets for the company and leaving them unprotected can call threats which are going to be very hazardous for the company. With the global presence, there are immense opportunities that lie ahead in front of Lego, which the company can channelise. Lego’s participation in the global marketplace enables the company to increase its product quality and reach a wider target audience. It also enables the company to gain upper hand over its competitors as well as tap into new blue markets where there is less competition.
[bookmark: _heading=h.8n0u69u5x9wu][bookmark: _Toc114239487]Recommendations
1. It is recommended for Lego to do a supply diversification along with prioritising the company’s own brand in comparison to the suppliers’ brand. It can help catering the high threat of suipplier bargaining. 
1. It is recommended to put the right price for the product which can allow them in making further profits. 
1. During the pandemic era, it is recommended for Lego in giving topmost priority along with transparency in communication to cater the issues during pandemic. 
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WEAKNESSES
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® Talking of rules and things, we've added a few more to
help make this space a fun and enjoyable one for
everyone.

1. Keep it respectful: please respect others, their
contributions and opinions. Don't use abusive, offensive,
defamatory, or obscene language and don't attack other
people, their comments, or content. Obvious, really.

2. Keep it relevant: please post stuff that will be of
interest of the LEGO community rather than, say, what you
had for breakfast.
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