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Abstract

As one of the world’s most iconic French luxury brands, Chanel has maintained a leading position in the global
luxury fashion industry for over a century. This study comprehensively examines Chanel’s competitive
positioning using multiple strategic frameworks, including Segmentation, Targeting, and Positioning (STP),
Porter’s Five Forces, Resource-Based View (RBV), VRIO framework, and SWOT analysis. It explores
Chanel’s internal resources and capabilities, external competitive environment, and core strategic logic,
focusing on its unique positioning of timeless elegance, heritage craftsmanship, and exclusivity. The research
finds that Chanel’s enduring success stems from its ability to balance brand heritage with adaptive innovation,
strict control of exclusivity through limited distribution, vertical integration with suppliers, and a focus on
sustainable development. While facing threats such as counterfeits, fierce competition from rivals like Dior
and Louis Vuitton, and changing consumer demands, Chanel leverages its iconic products, strong brand equity,
and loyal customer base to maintain competitiveness. This study provides insights into the competitive strategy
of luxury brands and offers a reference for understanding how traditional luxury brands can sustain their
advantages in a dynamic market environment.
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1. Introduction

Gabriel Chanel, more popularly known as Coco Chanel, was the founder of Chanel, one of the most famous
French luxury brands in the world, which began in 1910 [1]. Its meaning is luxury and sophistication, which
plays a significant role in the cultural environment and constantly plays a role in shaping fashion and beauty
criteria throughout the world. In order to create their reputation, the company has three major product segments:
fashion boutiques and accessories, perfume and makeup, and skincare products, as well as watches and fine
jewelry. Its identity is associated with elegance, exclusivity, and timelessness, which appeals to wealthy
customers who are interested in purchasing high-quality and unique items [2].
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The exclusivity, innovation, and high prices are defining factors of the luxury goods market, which remains
lucrative because of lower selling volumes and a tight segment of the rich [3, 4]. It is vital to continuously
innovate new designs and materials as well as manufacturing processes in order to remain exclusive and
desirable in such a competitive market. Moreover, both ethical sourcing and environmental sustainability
regulations have a major effect on the operational strategies, complicating the market entry and brand
positioning [3].

The unique brand identity of Chanel makes it one of the major players in the luxury fashion industry. The
competitive nature of the brand is based on the strong adherence to heritage craftsmanship and modernity, with
which it guarantees the exclusiveness and appeal of its products. Chanel also has exclusive market penetration
due to planned limited market presence, which is a key aspect of luxury branding, as noted by [3]. In addition,
the sustainability of materials used and ethical sourcing are in line with modern regulatory requirements and
consumers’ expectations, which improves its reputation and position in the market.

Within an industry characterized by a proliferation of mergers and acquisitions, the independent nature of
Chanel highlights its strategic emphasis on organic growth and brand preservation to stand out against its rivals,
which seek expansion by acquiring other brands [4]. Such a strategic decision strengthens the leadership role
of Chanel in the luxury fashion sector.

The study will analyze how Chanel fits into the luxury fashion market in terms of competition, as well as
its marketing scheme based on its inner resources and abilities, using using the integrated analysis of the
segmentation, targeting, and positioning (STP) model, Porter’s five forces, resource-based view(RBV), VRIO
(value, rarity, imitability, and organization) framework as well as SWOT analysis to conduct a comprehensive
and systematic assessment. This multi-framework approach allows for a comprehensive exploration of
Chanel's external competitive environment, internal resource advantages, overall strategic position, and core
competitive positioning logic within the global luxury fashion industry.

2. Literature Review

2.1 Segmentation, Targeting, and Positioning (STP)

STP, the cornerstone of targeted marketing, is a sequential framework that moves from mass marketing to
focusing on high-value customer groups. It divides a broad market into distinct segments, selects target
segments, and builds a unique brand position in the target customer's mind, and therefore being able to
differentiate the brand from competitors [5]. Moreover, by targeting the term 'exclusivity', which is a core
differentiator across the 3 factors: segmentation, targeting, and positioning, STP successfully shapes the
industry positioning.

Additionally, STP is adapted to luxury industry positioning, due to its exclusivity, emotional value, and
heritage passed on to its customers. Segmentation focuses on psychographics, which examine the consumer's
habit of purchasing luxury goods and the wealth of the local market, in order to identify luxury-centric
submarkets. While targeting uses concentrated or differentiated strategies to select high-value segments, and
evaluate whether fit with brand exclusivity and long-term profitability to avoid diluting luxury identity [6].
And positioning, which helps to build up brand image through heritage, scarcity, and symbolic status, as well
as strategies like premium pricing, exclusive channels, and storytelling. For example, Chanel segments by
luxury consumption behavior, targeting HNWIs for couture and younger affluents for accessible lines, and
positions itself as timeless elegance through legacy and artisanal craftsmanship [7].

2.2 Porter's Five Forces Analysis

Porter's five forces is a strategic framework used to analyze the competitive intensity and profit potential
of an entire industry by evaluating five external forces that shape market dynamics. It quantifies how these
forces interact to determine industry attractiveness and guide a firm’s competitive strategy [8]. Moreover,
Porter's five forces can be particularly applied to the luxury industry as it shapes the competitive landscape
and high profitability of the luxury industry, by focusing on the market's exclusivity, heritage, and premium
value. The threat of new entrants for the industry is low due to high cost barriers, including massive investment,
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artisanal craftsmanship expertise, and also the high capital cost of maintaining luxury standards, protecting
existing firms like Chanel and LVMH. The bargaining power of buyers is low, plus the high rarity of each
brand, leading to a high transfer cost for customers.

In addition, competition in the luxury industry is non-price-based, focusing on heritage storytelling,
craftsmanship, and experiential exclusivity rather than cost-cutting, which preserves industry profit margins

[6].

2.3 Resource-Based View and VRIO Framework

The resources-based view (RBV) is a strategic framework positing that a firm's sustainable competitive
advantage stems from internal resources and capabilities, rather than the external marketing positioning [9].
These resources are separated as tangible, for example, premium supply chains and flagship retail spaces, or
intangible, such as brand heritage and customer loyalty. RBV can be used to explain the luxury market in terms
of tangible and intangible assets. A luxury brand has its own premium supply chain, which can explain the
term tangible. Intangibles can also be explained via customer loyalty to the brand, loyalty of the customer to
the luxury brand like Chanel, and LVMH is usually high, leading to low elasticity of demand.

The VRIO (value, rarity, imitability, and organization) technique has been extensively advocated in the
resource-based literature for the purpose of evaluating the degree to which a firm's resources satisfy the criteria
for sustained competitive advantage [10]. The VRIO (Value, Rarity, Inimitability, Organization) framework
operationalizes their sources-based view, acting as a tool to evaluate resource or capability potential for
competitive advantage [11]. Moreover, partial fulfillment only leads to temporary advantage; a sustainable
competitive advantage is only acquired when a firm meets all four VRIO criteria.

2.4 SWOT Analysis

SWOT, which is another core strategic framework that is used to evaluate the internal strengths and
weaknesses of a company, as well as its external opportunities and threats, therefore providing an overview of
its strategic position (David & David, 2020). In addition, unlike the Resource-based view(RBV) and VRIO
framework, which mainly focus on the internal resources, SWOT is able to identify both internal and external
factors, thus making it a flexible tool to align internal capabilities with external market conditions.

3. Analysis and Discussion

3.1 Chanel’s Competitive Positioning Overview

Chanel strategy has a special place in the luxury fashion market, as it remains true to timelessness and
elegance and has a luxurious history, which distinguishes it in comparison with Dior that is characterized by
its more modern attitude and ostentatious style. But Chanel will appeal to people who appreciate an old-
fashioned, conservative elegance, reflected in the famous tweed coats and the flap bags [12]. Chanel
emphasizes on long-term benefit, placing its products as long-lasting investments instead of a temporary trend.

In terms of market strategy, Chanel is its capability to match its brand identity to aspirations of the
consumers. It relies on its past, built on the legendary patterns of Coco Chanel of 1920s, to develop an audience
who cherishes exclusiveness and craftsmanship [13]. Chanel remains stylistically consistent, thus projecting
its image as a representation of timeless style. Restricted distribution go hand-in-hand with this approach
because they both ensure scarcity and desirability.

Sustainability is another factor separating Chanel. It focuses on lowering its environmental footprint by
ethically sourcing materials and environmentally friendly production which matches up with current consumer
demands that will make it more competitive (VM Group initiatives).

The positioning of Chanel underlines the significance of balancing tradition and innovation in luxury
markets. Through a focus on heritage, quality, and ethical behavior, Chanel can remain a leader in the market.
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3.2 Five Forces Applied to Chanel
3.2.1 Threat of New Entrants

The luxury fashion market is extremely difficult to enter especially when you want to compete with major
brands such as Chanel. Chanel has developed an enormous brand equity over a 100-year history that is
accompanied by an iconic history which is a big barrier [14]. The brand has intangible assets that are very
difficult to recreate. Moreover, the fact that Chanel adopts the idea to stay exclusive and rare, and destroy
unsold seasonal inventory [13]. even more demotivates the competitors.

3.2.2 Bargaining Power of Suppliers

Chanel reduces the power of its suppliers by vertically integrating them and forming long-term relationships
with specialists. As an illustration, the purchase of eight traditional Parisian ateliers (2002) ensured a niche
skill (embroidery) and feather work that reduced the reliance on outside suppliers. Suppliers of rare goods (e.g.,
Tahitian pearls for jewelries), or ethical leather have stronger bargaining power because there is less alternative
balances cost-related stress with ethical considerations.

3.2.3 Bargaining Power of Buyers

The consumers who purchase luxury items have historically been less sensitive to prices but the trend is
changing through digitalization. The target group of Chanel, rich people who are interested in emotional value,
still remains devoted, one example of this was its launch of a gender-neutral Gabrielle line of handbags in 2025
that it intended to appeal to Gen Z by merging heritage with current trends. Fake commodities remain a menace
and are undermining confidence and Chanel has to spend money on blockchain authentication technology.

3.2.4 Threat of Substitute Products and Services

Substitutes represent a moderate risk including counterfeits which makes Chanel one of the attractive ones
to counterfeiters. Threats are especially competing luxury brands (e.g., Louis Vuitton, Dior), and low-cost
alternatives, such as fast fashion. Chanel distinguishes itself with classic styles (e.g., the 1955 2.55 handbag)
and inspirational narratives that connect the products to cultural symbols such as the rebellious spirit of Coco
Chanel. More conscious shoppers are becoming attracted to the circular fashion models, which puts the
classical linear production at stake by Chanel. The company responded with its 2024 Craftsmanship and
Circularity strategy, which incorporated recycled materials into J12 watches to fit in with the trend of green
luxury.

3.2.5 Rivalry Among Existing Competitors

The luxury market is very competitive, where competitors such as Hermes, Gucci, Prada, Christian Dior,
and others are all aggressively competing for market shares through digitization and star endorsements.
Chanel’s strategy aims at utilizing its heritage but innovating with it, including appointing Matthieu Blazy as
creative director in the year 2024 to revitalize the brand aesthetic. Economic crises, such as a 5.3% decline in
revenue in Asia in 2024, point to the weaknesses, and dynamic responses at the regional level are needed.

It can utilize the five forces by Porter, which include high entry barriers and regulated supplier relationships,
and low buyer power, but it balances threats posed by substitutes and rivals. The future ones are learning to
deal with the digital disruption without losing exclusivity, a contradiction at the heart of the luxury market.

3.3 Chanel's Key Resources and Capabilities

Resource-Based View (RBV) and the in-depth examination of VRIO analysis. RBV theory argues that
internal resources and capabilities of the firm play an important role in achieving competitive advantage. In
the case of Chanel, its financial assets and distribution system are excellent examples of precious and scarce
assets that contribute to the long-term competitive advantage.

The customer values are the key factor in the success of the market offerings of Chanel. This is done by
Chanel through concentrating on the quality of its products, heritage of the brand, as well as exclusivity,
thereby enhancing the value of the products in the minds of consumers.
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VRIO analysis offers an organized way of assessing the resources and capabilities of Chanel. As per Warren
[15], Chanel has a unique organizational culture, HRM policy, and compensation structure, which are sources
of the long-term competitive advantage of the organization. ,The well-functioning HRM department of Chanel
also supports the business strategies by efficient recruitment, training, and compensation, which guarantees
the high performance of the organization and maintains its talent.

Nevertheless, not every single of Chanel’s resources can be seen as a competitive advantage. As per the
VRIO analysis, Chanel has the financial resources and distribution network that act as the sources of prolonged
competitive advantage whereas its patents are regarded as an unexploited competitive advantage because of
insufficient utilization.

3.4 SWOT Analysis of Chanel
3.4.1 Strategy

The brand uses such iconic products as Chanel No. 5 and the 2.55 handbag to develop a powerful brand
image that is associated with the idea of elegance and luxury. Its strict distribution plan also contributes to the
exclusivity of the brand, and through campaigns like the Inside Chanel, they are able to integrate their traditions
and current trends effectively and attract the youth population that is computer literate.

3.4.2 Weaknesses

Although Chanel has a significant brand name recognition, it faces difficulties relating to the high price
levels as well as the small variety of items. Luxury pricing strategy, although enhancing premium image of the
brand, restricts its attractiveness to broad audience, especially the people that belong to the middle and lower
income group [16]. Moreover, Chanel is more focused on fashion, beauty, and accessories than other
diversified conglomerates such as LVMH and Kering [13].

3.4.3 Opportunities

The company is about to grow significantly especially in emerging markets such as India and Brazil. A
powerful online platform, including e-commerce and involvement in social networks plays a very important
role in appealing to younger buyers who are more likely to shop online [17]. Besides, the Mission 1.5 © project
and other similar projects can be seen as a response to the increasing willingness of consumers to purchase
ethical and sustainable products, which increases Chanel’s attractiveness on the whole.

3.4.4 Threats

Chanel has to maneuver through a rather cutthroat luxury environment where it has to compete against old
rivals, such as Louis Vuitton, and new players [15]. The current issue of counterfeit products is devaluing the
Chanel brand and requires substantial investments in the strategy against counterfeits [13]. In order to retain
its competitive edge, Chanel should constantly introduce innovations and respond to changing market
environments and preferences of consumers.

4. Conclusion

This essay comprehensively examines Chanel’s standing in the global luxury fashion industry, focusing on
its market positioning, application of Porter’s Five Forces, core strategies, and growth approaches. Chanel’s
enduring success stems from integrating brand heritage, operational excellence, and adaptive innovation,
enabling it to navigate industry complexities and remain a benchmark of luxury elegance. Distinct from the
various competitors like Dior and LVMH, which emphasize contemporary artistry, Chanel’s positioning
focuses on timeless sophistication, heritage, and sustainability, cultivating loyal customers who are looking
for exclusivity, craftsmanship, and long-term value. Porter's five forces further highlight its resilience, despite
high entry barriers driven by over a century of brand equity, and deter new market entrants, Chanel was still
able to find its place and compete with others. In addition, vertical integration and long-term partnerships with
skilled artisans effectively reduce reliance on external suppliers, and its loyal, price-insensitive buyers further
weaken its customers' bargaining power.
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While substitutes such as counterfeit products and other luxury brands, along with fierce competition, lead
to inevitable threats, Chanel can leverage timeless designs, compelling brand storytelling, and sustainability
initiatives to maintain its competitiveness. In short, Chanel’s leadership in the luxury fashion industry proves
its ability to match its brand identity with market changes. By using its unique resources and strengths—history,
high-quality craftsmanship, controlled operations, and the ability to change and innovate—it has dealt with the
challenges from Porter’s Five Forces and stayed relevant in an unstable industry. While future challenges exist,
including digital changes, fake products, and customers’ growing preference for sustainable fashion, Chanel’s
proven ability to balance tradition and progress means it is well-prepared to keep its competitive advantage in
the years ahead. In the end, Chanel’s success shows that in the luxury industry, lasting value does not come
from short-term trends, but from a steady commitment to what makes a brand truly iconic: history, quality,
and emotional connection.
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