






MARKETING MANAGEMENT {LCMB7001}
Assessment 2 {25%}



Executive Summary 
The external business environment plays a significant role in influencing the organisational decision-making process, especially in the context of marketing which directly brings changes in the internal business environment. Lush is one of those British cosmetic companies that are continuously experiencing a change in the market due to the paradigm shift in macro-environmental factors. Hence, this report sheds light on a comprehensive view of the respective external and internal influencing business factors of Lush, considering strategic frameworks like PESTLE, Porter's Five Forces and SWOT. To highlight the current marketing performances of Lush Retail Ltd., this report has incorporated an STP analysis along with the 4Ps of the marketing mix. At last, the report has ended with advising Lush to do better in the marketing area following a few plans that can be implemented further. 
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[bookmark: _Toc133481632]Question a) Business environmental analysis 
[bookmark: _Toc133481633]1. Introduction 
Lush Retail Ltd. is a well-recognised British cosmetic retailer which was founded in 1995 by Mark Constantine and currently, it is headquartered in Poole in the UK. Lush sells handmade fresh beauty products like bubble bath bars, bath bombs, face masks, shampoo, vegan hair products and moisturisers which all are made of organic ingredients (Lush.com 2023). By doing so, the company made £19.3 million profit in 2021 when in 2020, due to the pandemic; they suffered a loss worth £16 million. The biggest reason for the certain comeback of Lush in 2021 was the worldwide growth of its cosmetic stores that the figure below represents (Petruzzi 2023). The UK, Japan and France were the top three countries that currently, Lush operate 101, 75 and 39 stores respectively. Along with that, the company's market strategies are remarkable and the report will focus on correspondingly. The report will also address the current external and internal business environment of Lush to recommend to them the best way to gauge long-term business success. 
[image: ]
Figure 1: Operating countries of Lush in 2021
(Source: Petruzzi 2023)
[bookmark: _Toc133481634]2. Macro environment: PESTLE factors 
PESTLE is a strategic framework that can help in analysing the external business environment for Lush, considering the relevant trends as favourable and non-favourable. The factors include political, economic, social, technological, legal and environmental that Figure 2 depicts (Abdoh et al. 2020). 
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Figure 2: PESTLE Factors 
(Source: Influenced by Abdoh et al. 2020)
Political 
As per the view of Contractor (2021), globalisation has increased cross-border collaborations. The UK is one of those developed countries where the FDI has increased significantly due to Brexit. International countries like the US which seems the least tied with the European government are showing special interest in the UK. It has made it easier for home-grown companies to access greater labour markets and foreign capital. Lush is one of those companies in the UK that has been recently acquired by another British firm Silverwood Brands to expand their global market (Douglass 2022). In this way, the political environment is favourable for Lush which is continuously improving its marketing performance. 
Economic 
In the UK, the cosmetic market is experiencing monopolistic competition where the number of cosmetic sellers is high but they compete based on the product's uniqueness instead of the price. Sirojiddin et al. (2022) argued that in a monopolistic market, imperfect competition arises. It often creates opportunities for firms to make a profit and that is why Lush has been able to generate a good amount of revenue amid the pandemic years consecutively. Concerning this, the economic environment is favourable for Lush becoming bigger nationally and internationally. 
Social 
In the UK, the market of cosmetics has been elevated surprisingly. In 2021, the market value of skincare products reached £2.2 billion and is expected to grow by 2.17% CAGR by 2027 (Statista.com 2023). This business environment in the respective industry has changed due to consumers' extensive demand for beauty products. Fortunati et al. (2020) also supported this fact and pointed out that the cosmetic sector has witnessed this paradigm shift because consumers were concerned about low environmental impact and organic certifications. The considerations are usually guaranteeing customers the reliability of using products that are safe, tolerable and free of toxic substances. In such circumstances, Lush completely assures its global clients of the adequate use of organic ingredients like coconut oil, palm oil and vegan elements in its beauty products. It will make the company’s social awareness higher among British consumers and thus, the social environment is also favourable for Lush’s great success. 
Technological 
The continual rise of digitalisation in the form of social media platforms has given beauty companies like Lush a scope to showcase their product ranges to worldwide customers. On the other hand, Dethine et al. (2020) argued that e-commerce adoption also represents a threat of potential damage to brand images due to financial loss and running insensitive promotions. For instance, on Instagram, Lush has around 640k followers whereas, in 2018, Lush was brutally trolled by netizens for their 'spy cops' ad campaign (Belam 2018). Thus, it can be stated that technological factors are like a double-edged sword for Lush which can bring both profit and loss to their business. In that case, technological environment could be favourable for Lush if the company can turn the social media marketing into an opportunity for their business. 
Legal 
Animal Welfare Act 2006 does not support animal testing in the UK. Alonso et al. (2020) noticed that out of British animal protection legislation, consumers have started holding concerns about the poor welfare of animals. Lush completely follows this obligation. Instead of animals, Lush tests their products on humans, using human cell cultures and microbiology (Lush.com 2023). Managing and displaying such information directly to the customers have helped Lush to gain trust globally which consistently sources advantages to the company. Thus, the social environment is also favourable for Lush. 
Environmental 
Lush uses 100% post-consumer recycled (PCR) plastics in its packaging to cause no environmental footprints (Lush.com 2023). Using such packaging with colourful labels not only makes its product sustainable but also makes them attractive to the viewers which consequently influences consumers' buying decisions. Based on the Lush’s current environmental strategy, they can grow well and thus, it can be claimed that environmental conditions are favourable for Lush. 
[bookmark: _Toc133481635]3. Competitive environment: Porter’s Five Forces 
Porter’s Five Forces is a set of competitive dynamics of markets that influence a company’s existing position. Based on the framework, it become helpful for researchers to identity the most acute competitive forces as well as industry attractiveness that are likely to dominate the company’s current market position.
[image: Simplified Strategy for Finance Professionals - Porter's 5 Forces]
Figure 3: Porter’s Five Forces
(Source: Influenced by Isabelle et al. 2020)
Rivalry among existing competitors: High
L’Oreal, Sephora, Avon, Bath and Body Works and Natura are the key competitors of Lush. On the flip side, being 100% vegetarian is the prime source of competitive advantage of Lush whereas its hand-made products are its USP (Artusi and Bellini 2020). To defeat those strategies, the competitors like L'Oreal often bring marketing campaigns in each month whereas the regional and global stores of such brands are higher than Lush. Thus, this competitive force is acute for Lush. 
Threats of new market entries: Low
A recent report has revealed that 91% of UK beauty consumers are extremely sceptical about sustainability whereas 83% of them demand more transparency and ethics in beauty products (Oxberry 2022). In that case, for beauty companies, holding such beliefs and trust often becomes extremely challenging. Simultaneously, if any external party aims to enter the market, achieving such tactics could be difficult for them. That is why this competitive force is low and beneficial for Lush to remain resilient. 
Threats of substitutes: High
Product differentiation and price both manipulate the British cosmetic market. When a company reduces its product price, beauty consumers automatically start accepting that product to save their budget and thus, this competitive force often seems higher. 
Consumers' bargaining power: Low
Due to the existence of various cosmetic companies, British consumers mostly make their buying decisions after tracking the marketing performances of their preferred brands. In this way, cosmetic companies control consumers' buying decisions which have made this force low. 
Suppliers’ bargaining power: Low
Nowadays, British cosmetic companies decide on the vendor or supplier to source their raw materials. The number of suppliers is high which has increased internal competition among them for invoicing the best product. It has made it easier for companies like Lush to experience lower switching costs and thus, this competitive force is low.
[bookmark: _Toc133481636]4. Internal business environment: SWOT analysis
Strengths 
Lush Retail Ltd. is the no 1 cosmetic company in the UK because of its organic products that offer customers a marvellous service experience. It directly reflects their utmost efforts to execute corporate social responsibilities concerning visual design and permaculture designs in their products (Fortunati et al. 2020). From the sourcing to packaging phase, Lush has reduced waste which has become its strength to attract and retain customers. 
Weaknesses 
The beauty products of Lush are extremely expensive whereas having a weak advertisement, Lush often finds it difficult to combat its market rivals. 
Opportunities 
It would be beneficial for Lush if they can extend their vegan product lines and invest more time and funds in bringing several marketing campaigns, targeting niche marketplaces. 
Threats 
The intellectual properties of Lush are poor that could be infringed by any third parties. For instance, Gasimova (2022) found that Lush’s products are there on Amazon but instead of having any individual identity, Amazon often uses Lush’s trademark without its consent. Furthermore, the digital presence of Amazon is also very poor and consumers hardly see its campaigns that could make them stimulated and curious. All these factors could turn out to be a threat to Lush in the future in their sustainability context. 
Concerning the above analysis, it can be seen that SWOT analysis has been extremely helpful to determine the organisational capabilities of Lush that they can implement further to cover up their weaknesses. Nevertheless, SWOT has not been helpful to make an objective analysis as the overall discussion is subjective. Both the strengths and weaknesses are over estimated and thus, it may challenge Lush to decide which to work on with to embrace opportunities and mitigate threats. 
[bookmark: _Toc133481637]5. Segmentation, targeting and positioning of the company 
Geographical segmentation
Lush mainly targets urban locations with tropical weather, hot climate and a high level of air pollution such as the USA, Australia, Japan and UAE. In such environment, people’s tendency to bath frequently empower Lush’s sales. 
Demographic segmentation 
Lush targets mostly women from 18 to 35 who belong to high to middle-income levels. Furthermore, Lush targets those women who are aware of issues associated with environmental sustainability and animal welfare to enlighten their brand image. 
Psychographic segmentations
[image: ]
Figure 4: UK consumers’ preferences for ethical and sustainable retailers 
(Source: Smith 2022)
A recent survey has revealed that 66% of UK consumers from 18 to 24 and 59% of them from 25 to 34 prefer ethical and sustainable brands (Smith 2022). Considering this trend, Lush targets customers who prefer to live an ethical lifestyle and instead of being compulsive, who is thoughtful in buying beauty products.
Behavioural segmentation 
Brand loyalty is important for a business to consistently improve their performance and profitability. Thus, under this segment, Lush targets loyal customers who ask for non-chemical products for regular use, staying informed and interested. 
Positioning strategy 
Lush usually encompasses a product-based positioning strategy through which the company represents the benefit of its organic products to the target market. Abidin et al. (2022) noticed in a product-based positioning strategy, consumers’ emotional factors often get harnessed that making them buy the products. That is why Lush has ensured quality and price as two key variables to influence consumers' consciousness about their beauty products as the figure below demonstrates. It can be seen that by being quirky, colourful, indulgent, pampering, creative, fun, fresh and ethical, Lush’s product quality is high which completely justified them being expensive. At this point, Lush enjoys competitive advantages over its other market rivals, although, in terms of brand awareness, Lush is far behind than L'Oreal. 

High price
Low price

High quality
Low quality
Positioning
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Figure 5: Positioning of Lush
(Source: Created by the learner)
[bookmark: _Toc133481638]6. Marketing mix strategies: 4Ps of the Marketing Mix
Product 
The product category of Lush can be divided into three parts which are core, actual and augmented. The core products are the organic and fresh elements such as essential oils and safe synthetics that the company uses to make its actual product. They are face masks, face creams, bath bombs and bath shells whereas its augmented products are the packaging that is made of 100% post-consumer plastics. In terms of branding strategy, Lush focuses on minimising the packaging cost, although the brand ensures that the packages looks the most attractive one in the market. 
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Figure 6: Product lines of Lush 
(Source: Lush.com 2023)
Price 
Michael Porter developed the concept of cost leadership that emphasises operational excellence in a product by being expensive compared to other products in a similar category in the market (Huang and Rust 2021). Lush follows the cost leadership strategy to stay ahead of the competition and thus, its beauty products start from £4 to £50.
Place 
Lush has both offline and online marketplaces whereas, in terms of distribution, the company follows an exclusive distribution strategy. Lush manufactures and sends its products directly to their highly interiorised regional Lush stores to sell them. Cuntz and Bergquist (2022) argued that exclusive distributions of products are not always welfare-enhancing. Concerning this, Lush decided to sell its beauty products via third parties like Amazon and eBay.
Promotion 
In the area of promotion and advertising, Lush is far behind its rival L'Oreal. Most of the video campaigns of Lush have been scandal whereas the social media marketing strategies are quite poor. The company has its official website which is quite attractive but to access it, consumers must have digital knowledge. It often becomes challenging for a group of people to browse. Lush has its own social media account on Facebook and Instagram where they regularly post videos, images and reels. Most often, Lush develops social media campaigns and video commercials, featuring models and common people to showcase their products. Lush prints billboards and ensures them hung across the busy streets in the UK to get more visibility. 
[bookmark: _Toc133481639]7. Conclusion 
Based on the above strategies, it is concluded that Lush's promotional tactics are not up to the market, although the company has possibly made a differentiated value proposition in the UK market. From the product quality to the product price, Lush has stood out to make consumers feel luxurious and special for consistently managing their care. The external business environment in the UK is supportive of beauty and cosmetic companies as well as make-up brands. Concerning that, perhaps, Lush has gained sufficient strength over the past few years through its exclusive product features, but the scopes of experiencing the utmost competitive threats are still higher. On the other hand, due to being a luxury brand, Lush is likely to limit its expansion only to the elite class of people instead of proliferating to the mass audience. Hence, it will be extremely important for Lush to bring changes to its current marketing strategies. It can be possible if Lush Retail Ltd. starts promoting its products as friendly rather than classic to the audience. 
[bookmark: _Toc133481640]Question b) Recommendations
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Figure 7: Ansoff Matrix
(Source: Influenced by Kurniawan et al. 2020)
Based on Ansoff matrix, market penetration and product development strategies can be recommended to Lush. Under market development strategy, Lush can find new ways to promote its products in the existing marketplace and mobile app could do that strongly. Under product development strategy, Lush must increase its sales via focusing on services where automated technology can be advised to them. 
[bookmark: _Toc133481641]1. Future marketing strategies
User-friendly applications 
In the age of digitalisation, when other companies have their user-friendly mobile apps, Lush must not hinder itself from doing that to tell their product stories. Ittaqullah et al. (2020) viewed that mobile applications are quite influential in consumers' impulsive buying. Following this fact, if Lush Retail Ltd can convince its customers to install their app on their smartphones, by sending consistent notifications, the company can persuade customers to buy their product quickly. 
Installing robots across the Lush stores 
It will be convenient for Lush to shape its differentiated value propositions if it can fasten the journey of customer service experience. By installing robots at the sales counter across Lush stores, the company can ramify digital excellence in its service. Also, Lush can ensure customers a better deal and ambience while check-in in the stores. 
Developing sub-brands 
Lush Retail Ltd itself is a private limited company, as well as a cosmetic brand named 'Lush' and all the beauty products, are placed under a similar name. Lush can target the mass audience if it can come up with another name where it can only sell less-expensive products and as a result, it will increase Lush's market segmentation. 
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