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Report analysis on both the micro and macro environment of Ikea
[bookmark: _Toc24975484]Executive summery

This report investigates a range of strategic management tools which determine Ikeas product positioning, factors internally and externally that affect the company, investigating Ikeas competitive positioning, prioritising stakeholders, as well as determining realistic recommendations for the company. Findings suggest that Ikea is a well-established private sector company that has developed significantly since its establishment. The company has developed popularity from low cost products and unique store designs. The company have met the aims of their past income statement graph and are implementing changes to achieve their sustainability contributions as well as multiple other aims, demonstrating the brands success in meeting aims and objectives. However, findings suggest that managing stakeholders requires improvement, from injuries and deaths of customers to unhappy employees. The stakeholder, SWOT and PESTEL analysis tools along with theoretical opinions have been used in developing recommendations for the company. One of the main aspects causing Ikea to gain bad press involves their poor management of stakeholders and poor-quality products. Recommendations have been created to address issues found within this report and to provide Ikea with opportunities to develop. The most significant recommendation suggested for Ikea suggests that Ikea should prioritise amending manufacturing issues and ensuring products are safe. 




[bookmark: _Toc24975485]1.0 Introduction

This report aims to investigate both the internal and external environment of Ikea using a range of Secondary research whilst also demonstrating an awareness of sustainability and identifying the stakeholders within Ikea. This report critically evaluates and identifies Ikeas competitive position and strategies whilst creating recommendations for the corporation regarding future development.
The strategic management pyramid aided the development and understanding of this report by encouraging investigation into Ikeas values, vision, mission strategic objectives and what recommendations can be implemented. This theory represtens a clear guidance for a company to follow.  (Digital marketing, 2019).[image: ]
(Digital marketing, 2019)


[bookmark: _Toc24975486]2.0 – Findings 
[bookmark: _Toc24975487]2.1 - Organisation context

Ikea is a Swedish corporation known for their excellent modern, affordable products. Ikea is unique in comparison to competitors as their products are sold within compact packages. 
Ikea was established in 1943 and established their first store situated outside Sweden in 1963. During 1985 the company gained further success in Europe and America.
Ikea differentiates to traditional stores as it includes showroom floors and room designs creating a layout that customers are aware of no matter which Ikea store they are in. This strengthens their brand image keeping Ikea unique, achieving their aim (view aims). 
Ikea differs from other furnishing stores as it includes a restaurant with a selection of Swedish dishes which complies with maintaining their brand image (Wise Geek, 2019). 
[bookmark: _Toc24975488]2.2 - Ikeas aims and objectives

[bookmark: _Toc24975489]2.2.1 - Ikea’s aim

Ikea is a private sector organisation therefore the main goal is to create revenue through offering a wide range of products (Rouse, 2013). Ikeas official site states that they hope to provide ‘a wide range of well-designed, functional home furnishing products at prices so low, that as many people as possible will be able to afford them’ (Ikea, 2019). 
According to Ian Chaston, the main attribute of being a private sector is maximising profit for investors rather than being a public sector and placing the importance upon perusing objectives (Chaston, 2011). 
According to Walter Loeb, ‘IKEA has an intricate corporate structure, which means the company is not likely to go public’ (Loeb, 2012).
Ikea aims to learn about their customer, which supports their decision to alter specific advertisement in specific countries. For example, Ikea removed their lifestyle web page in Russia due to fears regarding ‘gay propaganda’ (AFP in Moscow, 2015). Although this is a controversial move, this shows that Ikea are aware of their audience.
Ikea aim to entice new customers and inspire individuals to ‘be part of a positive change in society’ this includes their efforts to become more sustainable in relation to the materials they use. It is questionable whether this is a marketing tool to attract buyers or whether this is due to Ikeas genuine concerns for the environment, either way this will positively affect the planet (Ikea, 2019). 
The company aims to ‘create a better everyday life for the many people – for customers, but also for our co-workers and the people who work at our suppliers’. This portrays that Ikea care for their employees, environment and suppliers. Although, this has been questioned in recent events regarding employee feedback (view SWOT weaknesses and threats).
Lastly, Ikea aims to become a recognised brand name whilst keeping their brand image.	
[bookmark: _Toc24975490]2.2.2 - Ikea’s objective

One of the main objectives is to gain a loyal customer base to become the leading furnishing stores by providing good quality and low prices to stay on top of competitors.
According to Ikeas website they value producing the most affordable prices to benefit buyers and to create more sales than competitors (Ikea, 2019). Ikea aim to achieve this through producing good value for money products, increasing volume growth by 10% each year, producing products which are made from sustainable produce and increasing the services that they provide (Ikea, 2019).
Research demonstrates that Ikea are meeting their aims and objectives as they have certainly become a main competitor in affordable furnishing and have spoken openly about sustainability on their website ‘creating a sustainable everyday’ tab where they openly discuss that they are ‘100% committed to sustainable cotton’ and they aim to only use either renewable or recycled plastic in their products by 2030 (Ikea, 2019). 
Ikea had predicted to generate larger profits in past aims. The income statement evolution graph below demonstrates that Ikea are successful in meeting past aims and the graph also illustrates an incline showing that Ikea’s performance is predicted to continuously expand and develop.

Continuous increase from 2014-2017. A peak in sales in 2017. 
Drop in sales in 2011

[image: ]
(Helgi Library, 2018)

[bookmark: _Toc24975491]2.3 - Bowman’s strategic clock

Bowman’s strategic clock developed by Cliff Bowman and David Faulkner identifies where products by a company should be placed which provides a competitive position in a company’s field (Paul Simister, 2011).  This theory challenges Porters opinion on generic strategies, suggesting that differentiated, low-cost and hybrid stages are attainable phases. Porter agrees with this in some situations however Bowman’s clock displays these situations clearly (Radut, 2015).
Ikea has a strong brand image and differentiates from other stores whilst producing products which are low cost. 
1. Hybrid – This stage involves aspects of low costs and differentiation products. Ikea convince buyers that there is value to their products and that the products are reasonably priced and have acceptable differentiation.
2. Differentiation - This stage involves offering buyers the highest level of perceived added value. Products here contain strong brand awareness, quality products and low-cost produce (Tutor2u, 2019). 

Ikea does not necessarily produce quality goods although the brand does consist of strong awareness and low-cost goods which offer high levels of perceived value therefore Ikea is situated amongst Hybrid and Differentiation.

[image: ]Ikea

(Tutor2u, 2019)

[bookmark: _Toc24975492]2.4 - Ikeas Strategic planning / management

According to Johnson and Scholes,  ‘Strategic planning helps determine the direction and scope of an organisation over the long-term, matching its resources to its changing environment and, in particular, its markets, customers and clients, so as to meet stakeholder expectations’ (Scholes, 1993) 
I agree with Johnson and Scholes definition as I have formed the opinion that Strategic management (also known as planning) informs companies of their strategic position. They are then able to analyse, make amendments, revaluate and change their plan. 
Ikea state that they dare to be different and that they ‘question old solutions’. This demonstrates that completing SWOT and PESTEL analysis is useful to gain an understanding of the internal and external environment. Ikea are then able to create amendments using competitive and business strategy tools (Ikea, 2019).
[bookmark: _Toc24975493]2.6 - SWOT analysis

The SWOT analysis is an acronym for strengths, weaknesses, opportunities and threats. A SWOT analysis allows organisations to understand the internal factors that may affect the organisation. However, often individuals mistake a SWOT analysis for only internal investigation whilst this tool also explores external factors through opportunities and threats (SWOT analysis, 2019).
[bookmark: _Hlk24315226][bookmark: _Hlk24362867]A disadvantage of a SWOT is that it doesn’t prioritise points. however, the following SWOT analysis is numbered 1-10 (1 being of most importance).
	S – Strengths
	1 Ikea learn about their customer’s needs - customers demand for sustainable products has prompted Ikea to create ‘veggie hot dogs’, choosing materials consciously, being 100% committed to sustainable cotton and so on (Ikea, 2019).
2 The store is affordable - attracts buyers.
3 Ikea conduct research into their consumers and providing what they want. Ikeas website states that they aim to create greener products (Ikea, 2019).
4 Multiple product designs. The store is designed differently to traditional stores - allowing consumers to visually imagine that furniture in their home. This technique may increase sales.
5 Ikea purchase their stock in bulk creating a relationship with suppliers. Products are flat-packed therefore more items can be transported from suppliers at once which benefits the environment (links to PESTEL).
6 Ikea is a recognised brand that consists of over six-hundred million consumers - achieving their aim. (Frue, 2018)


	W – Weaknesses
	1 Bad press - children being harmed / killed from products- ‘death caused by strangulation from lamps’ (Strom, 2013).
2 Ikea ‘exposed’ over child labour issues in manufacturing products (Wadsworth, 2007).
3 Employees / stakeholders complaints regarding, ‘No set hours, so I have no routine. Rotas are often not available for more than 2 weeks in advance, so it's difficult to plan... The work is physically hard’ (employee, 2019).


	O – Opportunities
	1 Further develop their website and buying online features.
2 Stores in thirty-eight countries – Ikea could launch more stores worldwide (Ikea, 2019).
3 Ikea could produce a food-range for retail stores.

	T – Threats
	1 Being sued for injuries / death caused by dangerous products (Strom, 2013).
2 Usage of social media, causing negative reviews to spread.
3 Competition
4 Growing income - causing consumers to buy higher quality products. 



[bookmark: _Toc24975494]2.7 - PESTEL analysis

According to professionals, PESTEL Analysis is a management tool which is used to assess external factors that affect how a company operates (Kenton, 2018). 
	P – Political 
	· Launching worldwide will involve political changes. 
· Different regulations / political influences will affect profit from country to country.

	E – Economic
	· Effect of international regulations and laws. 
· Problems caused by recessions, for example…loss of jobs causing buyers to cut costs.


	S – Social 
	· Ikea follow social trends within each country - In Russia homosexuality is not accepted therefore Ikea emended their advertisement by removing the same sex couple (AFP in Moscow, 2015).
· The point above supports Ikeas strengths, illustrating that they know their audience well and respond appropriately. 
· Online reviews - Not all feedback is positive (view SWOT). However, many reviews are regarding late delivery which Ikea are not necessarily responsible for.

	T – Technological
	· Theorist Drucker’s views upon the pace-of-change in society today illustrates the growth of technology. Ikea has a functioning webpage. 

	L – Legal
	· Current with legality- All companies are open to legal threats. Ikea gained bad press from low-quality goods resulting in injury / death (Strom, 2013). 

	E - Environmental  
	· Ikeas webpage presents aims regarding sustainability - building good reputation, positive effects for the environment and following trends that consumers want.
· Invested over one-billion dollars into renewable energy.
·  Aims to make their store energy fully renewable - achieved through wind and solar panels. 
· Aims to adjust materials from wood and cotton to sustainable alternatives (Frue, PESTLE Analysis of Ikea, 2018).
· Promotes a sustainable life for customers-‘ We want our business to have a positive impact on the world – from the communities where we source our materials, to the way our products help our customers to live a more sustainable life at home’ (Ikea, 2019).













[bookmark: _Toc24975495]2.8 - Ikeas stakeholders

 A stakeholder is defined as people who are involved with a company (Stakeholder, 2019). The diagram below identifies ikeas stakeholders.

Owners- shareholders
Manager/ directors
employees
suppliers
Government 
creditors
society
competitors
customers
Internal Stakeholders
External Stakeholders
IKEA

According to Freeman, ‘Business needs to be responsible to its stakeholders – which is very different from corporate social responsibility. Individuals need to be responsible for the effects of their actions on others’ (Beth Schmid, 2010).
Having completed a SWOT, weaknesses displayed a common relation that stakeholders are negatively affected by the company (view SWOT). Ikea could improve their reputation through valuing Freemans statement and implementing changes to how they manage stakeholders. 
Ikea (2019) state, ‘We respect each other, our customers and our suppliers’ although the results of PESTEL and SWOT has portrayed that customers are potentially suffering from quality of products, manufacturers are potentially children working unethically and employees do not feel they are treated correctly. The power and interest table below demonstrates Ikeas values according to their objectives and aims.
1 customer
 2 Owners
 2 managers
2 Employees
3 media 
4 shareholders

[image: ]1 supplier
2 Competitors 
3 stockholders
4 creditors 

1 government
1 Society

 (Rachel Thompson, 2019)
The stakeholder analysis allows Ikea to understands their stakeholders, gain money, improve time management, identify and prioritise in order of importance and understand stakeholders. However, it can be broad. 

[bookmark: _Toc24975496]2.9 - Competitive and business strategy

Having investigated the factors that affect Ikeas internal and external environment, stakeholders and the strategic positioning of ikeas products to provide Ikea with the highest competitive advantage in the market, business and competitive strategies can now be used to develop Ikeas growth. The strategies in which Ikea adapt to the changing forces in the interior and exterior environment aid in the growth and development of the company.
[bookmark: _Toc24975497]2.9.1 - Strategy according to Henry Mintzberg

Mintzberg interprets strategy as when a company’s intentions mix with the changing reality. He believes that a company begin with a plan, but once the plan is implemented, an agile approach should be involved to deal with the pace-of-change in trends. This creates the realised strategy which is a product of both planned, intended and emergent strategies. (Nickols, 2012)
Mintzberg’s approach involves implementing the intended strategy. Once the intended strategy is implemented, Mintzberg suggests that factors interfere such as technology. Mintzberg suggests that an agile approach is needed and created a phase where the emergent strategies emerge with the deliberate strategy to then create the realised strategy which is a product of both planned, intended and the emergent strategy. This theory supports Drucker’s quote, ‘The entrepreneur always searches for change, responds to it, and exploits it as an opportunity’ (Drucker, 2018).
[image: ] (Nickols, 2012)
[bookmark: _Toc24975498]2.9.2 - Porters generic strategy

Porters generic strategy is useful to investigating Ikeas options to gain competitive advantage. Cost leadership involves Ikea being the lowest cost producers. Differentiation involves producing products that differ from competitors. The focus strategy involves Ikea focusing on a specific market whilst considering the customers’ needs and wants, for example through low costs or specific products (Mind tools, 2019).
According to Porter's Generic Strategies, Organisations that have cost leadership obtain market-share by decreasing costs and continuing to provide average costs, creating profit growth. Corporations that follow the differentiation strategy obtain market-share through producing unique attributes. The Focus strategy includes attaining differentiation or cost leadership within a specific market. (Mind tools, 2019)
(Mind tools, 2019)[image: ]
Ikea

Ikea is situated amongst ‘cost leadership’ and ‘differentiation’ as it is clear that the company value producing the lowest cost products as they are known for affordable furnishing, unique products (using flat packs) and lastly Ikea are original with room displays and purchasing techniques (Andrews, 2013).

[bookmark: _Toc24975499]3.0 - Conclusion

In conclusion, findings suggest that Ikea have a strong approach to the hybrid and differentiation strategy and are aware of their customers’ needs. However, Ikea are not necessarily meeting all of their aims, such as, positively affecting everyone-including customers and employees and unsustainable materials within manufacturing. Although, Ikea are implementing changes to address these issues (view SWOT and PESTEL).

[bookmark: _Toc24975500]4.0 - Recommendations

The SWOT and PESTEL analysis have illustrated key recommendations for Ikea.
	Ranked in priority of importance 
	Recommendations

	1
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	create a conscious effort to amend manufacturing issues and ensuring products are safe. Once the problems regarding the product are addressed- Ikea could use this opportunity to spread awareness using social media that the product has been amended otherwise clients may not know the problem was addressed.

Address unethical manufacturing (child labour)

Regular team building activities / anonymous feedback to strengthen employee relations, provide opportunity for managers to manage conflict / issues within the corporation. This will allow employees to feel valued then perform better within their roles. 
This links with Maslow’s hierarchy of needs. The more valued individuals feel the better they perform in life. 
[image: ]
(McLeod, 2018)

Continue to implement sustainability within products- notify customers about the changes. Having researched Ikea it is clear that they are focussing on sustainability within materials they use however customers are unaware of this due to a lack of advertisement. 
Ikea could focus on advertising these strengths- attracting customers and demonstrating attribution to positive changes.

Remain current in regards to social media- advertising positive factors associated with the company to overshadow the negative.

Expand services to introduce new markets- spreading diversity - Ikea could introduce a Swedish food range to retail stores. 

Encourage customers to review their experience at the store - this will hopefully over-power negative reviews on aspects that Ikea are wrongly blamed for, such as, slow delivery. Ikea can reassess customers feedback to then implement changes to benefit customers.
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