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Executive Summary
The HVAC market is going through multiple changes that will influence our businesses in many aspects. Most importantly, a fast consolidation of companies, meaning fewer and bigger suppliers in the future. In addition many customers are looking for suppliers providing a full range of HVAC products to be combined in systems, and need suppliers that can offer support from beginning to end of projects.
Now we need to enter the next phase of our transformation journey, by regrouping our resources and competencies, and further differentiate from competition.
In order to achieve that we need to undertake an in-depth strategic analysis for Swegon and make use of strategic model tools in order to increase the awareness of the external environment.

Recommendations
Recommendation 1
Stronger Distribution Network. This is a critical recommendation because at the moment Swegon has limited control over its products in different markets. In most of the markets that we operate through agents/distributors we cannot control where and how are products are placed. Although in the key markets we operate through our branches that we have control, in some other emerging markets we need to redefine our relationships with our agents and try to reach partners. If that is not possible then we have to consider opening our own branches in the areas. 


Recommendation 2
New Marketing / Communication Tactics
Customer Value Marketing. As a B2B business this becomes critical in the upcoming years. We have already identified our target group through customer segmentation. Now we need to penetrate deeper and try to acquire as much value as possible from our customers either through new products. Our ambitious solution makers could be co-producers for Swegon, if we engage them with the brand.

Recommendation 3
Expand to new geographical areas. After a successful journey from Nordic Countries into Europe and North America, another strategic recommendation for Swegon is to expand in Middle East and Africa. These are markets that infrastructure projects are growing and having consumers with favourable incomes for our equipment, something that will diversify income streams.
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1. [bookmark: _Hlk5568364]Introduction

Heating Ventilation and Air Conditioning (HVAC) market didn’t really follow the transition from the Industrial to knowledge economy, as most of the construction and manufacturing sector did. But over the last years and due to climate change discussion, HVAC market is going through multiple changes. 

These changes will influence Swegon AB business in many aspects. HVAC market is trying to move forward and act proactively on those changes and thus we have seen a fast consolidation of companies, meaning fewer and bigger suppliers in the future. In addition many customers are searching for turn key solutions for their projects, suppliers that can provide a full range of HVAC products to be combined in systems, but also suppliers that will be supportive into their project journey from beginning to end. Swegon has successfully transformed from a niche Nordic ventilation company to a European indoor climate company approaching SEK 6 billion sales and is the market leader in energy-efficient ventilation and indoor climate systems. The business spans into five different business areas and has 2,200 employees across Europe, North America and Asia.

Now we need to enter the next phase of our transformation journey, by regrouping our resources and competencies, and further differentiate from competition by redefining our strategy. 

A strategic process should be able to help a company or an organization to understand its current situation, identify a desirable future status and ways of ensuring it arrives at its desired status or end (Wernerfelt, 1984). 
Having that in mind but also that, Strategic business development focuses on combining vision, mission and organizational objectives with the market opportunities in order to create effective impact on the overall development of businesses (Nwankwo and Gbadamosi, 2010), we were asked to deliver an in depth strategic analysis, critiquing the issues in the application of the strategic management within Swegon. 

The scope of this in-depth analysis is to :
i. Identify the main strategic issues that Swegon is facing in maintaining its competitive position.
ii. Summarise the key external and internal issues identified using SWOT analysis.
iii. Evaluate potential corporate level strategic directions that have been taken by Swegon in order to develop and sustain its competitive position.
iv. Discuss the implications of the options taken for strategic management decision making.
v. Provide recommendations as to how Swegon can make improvements in its strategy and how can support the changes.


2. Strategic Analysis of Swegon AB

We know our customers need more than just great indoor climate technology. They want a wide range of options and the possibility of a complete system solution. And, most importantly, they want a partner that shares responsibility and makes projects flow smoothly. We’re with our customers every step of the way towards a solution that works as planned – and more! A solution that lets people make the most of their time indoors, while also caring for the environment. In order to fulfil that we have to redefine our strategy. But what is strategy?
Johnson, G., Scholes, K., & Whittington, R. (2008) define strategy as ‘the direction and scope of an organization over the long term, which achieves advantages in a changing environment through the configuration of resources and competencies with the aim of fulfilling stakeholders’ expectations’. 
In order to redefine or develop an effective strategy, we need to use measures that will help as analyse the strategic position of Swegon and understand its current situation.

3. Value Chain Analysis
This will help us to answer one of the fundamental questions, how do we create value? Swegon as a manufacturing company creates value by acquiring raw materials and use them to produce HVAC products. Porter (1985) suggests that understanding and adopting a value chain is a source to identify competitive advantage of a company.


Figure 1: Porter’s Value Chain 
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(Porter, 1985)
3.1 Primary Activities
3.1.1 Inbound Logistics: Swegon is a manufacturing company with six factories all over the world. We have developed systems for material handling, warehousing and inventory control but also we created great communication channels with our suppliers.
3.1.2 Operations: We have heavily invested over the last decade in manufacturing facilities and we are proud of our factories. Our state of the art manufacturing equipment improves our productivity and quality and reduces our production cost. Our factories’ conveyor belts are ready to convert raw materials into our fantastic products.
3.1.3 Outbound Logistics: Having both build to order and stocked products we have developed systems to support both options. Customer collection and physically distributing the product to our customers is something that we developed for both when storing systems are for our stocked products.
3.1.4 Marketing & Sales: We have successfully positioned Swegon as the market leader in energy-efficient ventilation and indoor climate systems. We delivered that by providing a Superior Customer Experience along with:
i. Real Customer Value:
a. Industry-leading products & services 
b. Investors: Optimal IEQ with lowest LCC
c. Specifiers & installers: Facilitating design & installation process
d. End-users: Health & comfort
ii. Market-driven approach:
a. Market driven innovation
b. Several routes to market
c. “Easy customer journey”
iii. Stronghold Position:
a. Sales presence & broad competence locally
b. Local market adaptations/manufacturing
3.1.5 Service: We are a customer focused company and as such we believe that after sales support is critical for our brand name. We have created systems and business units that support our customers but also any other HVAC equipment. This is something that differentiate us further from our competitors.
 


3.2 Support Activities
3.2.1 Firm Infrastructure: Many will argue that firm infrastructure activities are as declared in accounting: overhead costs. However these are the ones that give us our competitive advantage and allow us to maintain daily operations. Activities including strategic management, accounting & finance and planning are necessary for our organisation. 
3.2.2 Human Resource Management: One of our key investments the last years and something that we will keep doing in the future is to invest in people. Our HR has developed systems for: 
i. Recruitment
ii. Retention
iii. Training
iv. Performance Measurement
v. Rewards
Our people are a source of value that also differentiate our company from our competitors.
3.2.3 Technology Development: As per Jan Lognell, CIO at Swegon, "We realized that we needed a flexible integration platform to prevent our IT infrastructure from becoming a bottleneck. We are currently making a lot of changes to our ERP systems and our IT environment to better support our business needs. Our goal is to achieve a modern, flexible IT backbone where an integration platform is a key component"   
3.2.4 Procurement: Having sustainable high profits and a strong organic growth has provided our procurement department with the power and leverage on finding new vendors and/or negotiating best prices.
4. PESTEL
The PESTEL analysis shows the challenges that Swegon can meet and how are they going to impact its international business. These six forces of our century could have a direct or indirect impact on our business.
4.1 Political
This is a factor that has been significantly increased in the 21st century. Most governments, mainly in Europe which is our main market, apply laws and regulations that affect profitability. We have also the general political environment that can deeply effect businesses. The political landscape for example in UK is currently dominated by Brexit. We will not judge if we agree or not with Brexit, but one thing is granted; it has totally made our planning tricky. Our forecasts and budgets have taken under consideration various possible scenarios. Another example is the political instability in Turkey that affected our budget on 2019.
4.2 Economic 
Having presence to more than 40 countries is something that make us vulnerable to economic factors and their impact in our profitability. We have small presence in emerging markets something that is giving us stability in our forecast as we avoid the major fluctuations in the specific economies. We are heavily involved in Europe, where economic slow-down affects consumer confidence and brings down spending. Many businesses’ profits were affected during the recession in the southern European countries. On the other hand we had some descent growth and profits in the Nordic Countries and central European countries due to the positive economic outlook. 

4.3 

4.3 Sociocultural 
Socio-cultural factors impacting the economic stability of the country. This happens mainly in the emerging markets, that we are not heavily involved in. Social trends impact business and profitability of brands. Our marketing department follows the recent trends in order to adjust our strategy. As a company that operates in different markets and regions we have to adapt the market trends and having different strategies for every region. 
4.4 Technological 
At Swegon we have invested in technological innovation over the last years, from manufacturing to customer service. We will keep investing in technological innovation in order to remain competitive. Our products are innovative in a market that seems traditional with minimum resources spent in innovation. But this is how we differentiate from our competitors. We will keep our technology investments to leverage growth in building efficiency. Artificial Intelligence and Internet of Things are playing a key role in our sector and we will stay focused on Research and Development in order to develop them further and keep our leading position.
4.5 Environmental Factors
We are passioned with sustainability and we believe that every brand that is focused on sustainable growth will be able to achieve it faster. We have developed environmentally responsible products and services, but also most of our operations are using energy-efficient equipment and systems. The most recent challenge in our sector is the use of refrigerants that  cause less global warning. We have a huge R&D program to develop products according to the latest regulations, but we will expand it further in the legislative factors.

4.6 Legislative Factors
Having regulations such as Paris Agreement, revisions to Montreal protocol that are expected to come in place for controlling global greenhouse gases emissions, the entire world is looking for imposing more regulations on the emissions of CO2. Regulators are planning for controlling the energy use of air conditioners and refrigerators. Europe has emerged as the 2nd largest consumer market for mobile air conditioning, industrial and commercial refrigeration. These changes have affected customer preferences based on the energy rating of the products.  
5 Porter’s Five Forces Analysis
For an in-depth analysis of market position and competitiveness of Swegon, we will need to apply the Porter’s Five Forces Model. The five forces are: the threat of new entrants into the industry; the threat of substitute products or services; the bargaining power of buyers; the bargaining power of suppliers; and the extent of rivalry among existing competitors within the industry (Porter, 1980).
Figure 2: Five Forces FrameworkThreat of New Entrants
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 (Porter, 1980)
5.3 Threat of New Entrants
HVAC sector has low entry barriers and low entry risk. This comes as a result of the economies of scale but also due to the fact that many local manufacturers can enter the market with differentiated and/or diversified products. That’s how we entered the market competing with companies that were well settled in the market for decades. Although is relatively easy to enter, financial and technological constraints will create difficulties to the new entrants when they want/need to further develop in the market. That’s the reason of most of the acquisitions that are happening, old key companies acquire new small entrants.
5.4 Intensity of rivalry among existing competitors
There is great complexity in the competition between different manufacturers, and brand power is communicated more than ever before.
Figure 3: Competitors – Expertise / Approach
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Another interesting observation is that we see Multinational Companies, after many years of absence from the European Market, have come back and try to penetrate the market having into their arsenal their absolute advantages in capital, technology,
size and management. In such a competitive environment differentiation is the only way forward for Swegon.

5.5 Bargaining Power of Buyers
Buyers will push and ask to buy products with the lowest price. This is something that is happening to Room Air-conditioning Market, that follows the home appliance industry and suffers from overcapacity. In commercial and industrial air-conditioning markets though, the only thing that makes buyer a profit, is the competition between the manufacturers. Most of the projects need special support and collaboration with the factory and that is something that doesn’t give power to the buyers.


5.6  Bargaining Power of Suppliers
Supplier’s power is low for Swegon, as we can easily switch to new suppliers. Our raw materials are not exclusive and can be found easily in the market. But we have to raise that prices of steel and copper fluctuate significantly, although that substitutes like aluminium can reduce production cost or give us a way out in the unlike event that our steel and copper suppliers raise the price together.


5.7  Threat of Substitutes 
There is not any obvious substitute product for air-conditioning, so the threat of substitute product will come mainly from upgrades to function and technology of the existing products. But this alone is a significant threat due to the fact that the customer will enjoy more benefits on the same cost. So, it is likely for Swegon to lose market share.
6 SWOT Analysis
The SWOT analysis is a technique which is credited to Albert Humphrey (1969). A SWOT (Strengths, Weaknesses, Opportunities and Threats) analysis is a useful tool to generate strategic options and assess the future course of action of a company Johnson, G., Scholes, K., & Whittington, R. (2008).
Swot analysis will help us to summarise the key external (Opportunities & Threats) and internal (Strengths and Weaknesses) issues that we identified in our situational analysis. 
	Strengths
	Weaknesses

	1.Strong Sales & Distribution Network in over 40 countries.
2.Cutting edge technologies in Air Handling Units
3.Respected Brand Name
4.High Investments in R&D
5.Expansion through Merges and Acquisitions
	1.Small brand recognition in other segments of HVAC


	Opportunities
	Threats

	1.Use of emerging technologies such as AI & Internet of Things to expand further in Building Automation System
2.High growth opportunities in EMEA
3.Air Handling Unit market expanding due to refrigerant legislations.
	1.New regulations are expected to come in place for CO2 emissions.
2.Competitors engaged in creating market disruption technologies and products.
3.Fluctuating Foreign Exchange Rates will affect profitability 



Having a strong sales and distribution network is one of the key strengths for Swegon. This gave us the opportunity to build strongholds in selected European Markets and great sustainable high profits. This will allow us to double our market size in 3 years through organic growth and acquisitions but also to invest further in R&D, something that will keep Swegon a respected Brand Name with cutting edge technologies and products. 
Having a closer look into the weaknesses, the only critical one is that Swegon has not a wide range of HVAC (such as Room Air Conditioners, Dehumidifiers etc) and as a results some of our customers have to deal with our competitors in order to deliver their projects. However and as we will see in the corporate level directions, Swegon has decided through market segmentation to target customers that are not really interested in such products.
There are some great opportunities. We have already invested in emerging technologies such as IoT and AI, we have also some great outlooks about the EMEA region and the AHU market and all these will give us the opportunity to enter the next phase of our transformation journey, by regrouping our resources and competencies, and further differentiate from competition.
Although there is a threat of competitors engaged in creating market disruption technologies and products, our market segmentation allow us to bypass this threat. The main threat (not only for Swegon but for many HVAC manufacturers) are the new regulations that are expected to come in place for CO2 emissions. This will affect our products and we have to adjust our production and/or reengineer some of our products and factories.


7 Swegon’s Corporate Level Strategic  
Corporate-level strategy is the master plan of a company and includes diversification, integration, merger and acquisition, turnaround and retrenchment strategies.
Corporate-level strategy is important for a company seeking rapid growth. Swegon has successfully transformed from a niche Nordic ventilation company to a European indoor climate company. Now we need to enter the next phase of our transformation journey, by regrouping our resources and competencies, and further differentiate from competition. The key elements of our strategy are:

i. Deliver a superior customer experience providing support, competence and tools to make daily business easy.

ii. Position Swegon as the company providing indoor environmental quality.

iii. Enabling complete system solutions for ventilation, heating and cooling. This is a vital component to address our customers in the future.

iv. Building strongholds in selected European markets where we have extensive presence, and enough of size, resources and high demand potential.


Figure 4: Corporate Level StrategyVALUES LEAD BY EXAMPLE
· Customer empathy
· Trust
· Commitment
Execution Culture
· High ambition & sense of urgency
· Execution excellence
· Delegated P&L leadership
· Front-end driven co-operation









2 x Sales Journey
· Strong organic growth, 2 x market
· Selected acquisitions
Sustainable high profits 
· Sustainable 10+% Ebit
Strong relationships
· Leading customer loyalty
· Employee commitment







“SUPERIOR CUSTOMER EXPERIENCE”
Real Customer Value
· Industry-leading products & services 
· Investors: Optimal IEQ with lowest LCC
· Specifiers & installers: Facilitating design & installation process
· End-users: Health & comfort
Market-driven approach
· Market driven innovation
· Several routes to market
· “Easy customer journey”
Stronghold Position
· Sales presence & broad competence locally
· Local market adaptations/manufacturing










As we can see the main moto of the company is “Superior Customer Experience”, which will provide Real Customer Value, supported by a Market Driven approach through stronghold positions.

Our main values are:
i. Customer Empathy
ii. Trust
iii. Commitment
But it is very hard to deliver such a superior experience to everyone, thus Swegon has a specific target market.

Figure 5: Customer Segmentation Deliver an 
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At Swegon, we know our customers need more than just great indoor climate technology. They want a wide range of options and the possibility of a complete system solution. And, most importantly, they want a partner that shares responsibility and makes projects flow smoothly. 
We’re with our customers every step of the way towards a solution that works as planned – and more! A solution that lets people make the most of their time indoors, while also caring for the environment.  In few words we partner with the ambitious solution makers to create great indoor climate.


8 Porter’s Generic Strategies
Porter identified three generic strategies: 
i. Cost Leadership Strategy
ii. Differentiation Strategy
iii. Focus Strategy
A cost leadership strategy aims to be the low cost producer in an industry for a given level of quality. A differentiation strategy aims to develop a product or service that offers unique attributes that are valued by customers and are perceived to be better or different from the products of the competition. And the focus strategy concentrates on a narrow segment and within that segment attempts to achieve either a cost advantage or differentiation (Porter 1980).

Figure 5: Customer Segmentation
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(Porter, 1980)
We have applied differentiation strategy in order to maintain high leadership and to differentiate. We have invested into our R&D and we have achieved great innovations for our products. We have also delivered high-quality service along with our products. What is missing is that our marketing department has to communicate more our differentiated offerings.
9 Ansoff Matrix
Figure 6: Ansoff MatrixPRODUCTS
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Swegon has utilised Ansoff Matrix four strategies:
1. Market Development: 
Advertising and promotion of products. We have redefined our marketing strategy in order to match our overall strategy. We had the opportunity to communicate our products’ innovations to our target market. We have also invested in social media in order to communicate directly with our customers and create an interactive experience. 
2. Market Penetration: 
Geographical Expansion. Swegon can expand into emerging market and mainly into Middle East and Africa. These are market that infrastructure projects are growing and having consumers with favourable incomes for our equipment. Having experience from our previous expansion in Europe and North America we can expand on those markets either direct with new business units or with distributors/agents.

3. Product Development: 
Research & Development. We have invested in our R&D facilities but also to personnel for our R&D Academy. We have seen great results both in innovative products but also in identifying gap in customer demands. We will keep investing a significant budget in the following years in order to fulfilling this gap and be innovative. Our testing facilities and labs will continue to act as an independent entity that is dedicated into company’s innovation.

4. Product Penetration: 
Diversification of Portfolio. Company can expand its range with products that support our core business. This will happen through our acquisition program, and through a selection of specific companies in specific territories.


10  Implications
Corporate Level Strategy has implications into several departments and areas of the company:
Marketing Implications: Swegon has customer-focused strategic objectives. We create trust and loyalty with our customers and we have to consider how this will bring as much value as possible but also try to leverage our customer satisfaction in order to introduce new products. 
Synergies: Having presence in different markets and with different products, Swegon  can leverage this knowledge and transfer it along the business units of the organisation. Easier said than done though.
Personnel: Our strategy indicated that we are growing fast and on that phase the pace of growth most of the times overpasses the pace of new hires. Not to mention that the new hires are not ready to fulfil the positions and the needs of the growth, due to lack of training.
 
11 
Recommendations
According to the internal and external analysis for Swegon we can offer recommendations that will support the top management team to take on strategic directions that will enrich their capabilities but also try to eliminate risks.
Recommendation 1
Stronger Distribution Network. This is a critical recommendation because at the moment Swegon has limited control over its products in different markets. In most of the markets that we operate through agents/distributors we cannot control where and how are products are placed. Although in the key markets we operate through our branches that we have control, in some other emerging markets we need to redefine our relationships with our agents and try to reach partners. If that is not possible then we have to consider opening our own branches in the areas. 
Recommendation 2
New Marketing / Communication Tactics
Customer Value Marketing. As a B2B business this becomes critical in the upcoming years. We have already identified our target group through customer segmentation. Now we need to penetrate deeper and try to acquire as much value as possible from our customers either through new products. Our ambitious solution makers could be co-producers for Swegon, if we engage them with the brand.


Recommendation 3
Expand to new geographical areas. After a successful journey from Nordic Countries into Europe and North America, another strategic recommendation for Swegon is to expand in Middle East and Africa. These are markets that infrastructure projects are growing and having consumers with favourable incomes for our equipment, something that will diversify income streams.
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