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Executive summary

   This report will analyse the problems associated with the development of strategic planning. It will show the difference in strategy and strategic planning and the results of academic tools and theory associated with the planning process. The key points in the report have emphasised where IKEA stands in the marketplace and how it achieves its aims and objectives.







1:0 Introduction 

This report will link strategic theory to evaluative outcomes using a variety of strategic management tools.

STRATEGY
Strategy itself, is generally a simple way to analyse the current situation of the organisation, expected future situations, the right direction confidently and achieving the objects of an organisation (Sarbah & Otu-Nyarko 2014).  Porters suggests that the corporate strategist’s goal is to find a position in the industry where his or her company can best defend itself against these forces or can influence them in its favour (porter, 2020)

In 1987, the Canadian management scientist Henry Mintzberg distinguished five visions for strategy for organisations. He calls them the 5 P’s of Strategy. They stand for Plan, Pattern, Position, Perspective and Ploy.

 
[image: 5 P's of Strategy (Mintzberg) - toolshero]

Toolshero.com (2015)

Plan pattern, position, perspective and ploy, these five components allow an organisation to implement a more effective strategy. A strategy is aimed at the future, concerns the long term and involves different facets of an organisation. ("What are the 5 P's of Strategy by Henry Mintzberg? Definition | toolshero", 2020)

PLAN - what IKEA hopes to achieve is to Make affordable furniture available to everyone. As a whole they use a more realised strategy, than an intended strategy. 
PLOY- IKEA as a company don’t seem to use threats to outwit competitors
PATTERN- highlighting strategy not as an event but as a consistent series of actions to achieves aims. IKEA challenge the competion through eco needs, innovation and the understanding of the customers’ needs/wants.
POSITION- The position of products in the marketplace are low to mid-range products.
PERSPECTIVE- the culture and personality are about introducing innovative new designers to design low cost easily available furniture and products that can be easily customised at the sales point.

Henry Minzbergs planned and emergent strategy 
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Minzberg recognised that there is an intended strategy (planned) planners will formulate concepts, emergent strategies, sometimes accidental or formed from knowledge of the business and together they will form realised strategy  

Strategic management 
Strategic management is a set of decisions and actions that result to the formulation and implementation of plans.
Strategic management includes understanding the strategic position of an organisation, making strategic choices for the future, and managing strategy in action. (Johnson et al 2011) 
Strategy is sometimes viewed as unnecessary, even harmful. Edan and Ackermann suggest that urging strategy makers to avoid the urge to ‘blueprint’, and even suggest that deliberate strategizing is not always wise. On the other hand, they recognise that many companies seek ways to change their current way of operating (Eden & Ackermann 1998)



1:1
 Company Background 

In 1926 Ingvar Kamprad’s idea with IKEA is to offer a wide range of home furnishings of good design and functionality at a price low enough to be affordable to most people. (Edvardsson et al 2006) shows how over six decades IKEA went from the woods of southern Sweden to be a major retail experience in 40 countries/territories around the world. ("History - IKEA", 2020) Kampard started selling matches at the age of five expanding over time to selling other items, until he was established in nineteen forty-three as a furniture dealer and entrepreneur, the year IKEA was formed. I.K the inventers initials, E for Elmtaryd his childhood village and A from Agunnaryd the farm where he grew up.
His idea and products were so popular that by 1953 he opens a showroom. Within three years competitor pressure stopped the supply of furniture and Kampard was forced into designing IKEAs own furniture. Exploration of flat packaging begins when one of the first IKEA co-workers removes the legs of the LÖVET table so that it will fit into a car and avoid damage during transit. (IKEA.com 2020) 

Ikea has a complex corporate structure (374 IKEA stores in 30 countries are operated by Ingka group, InterIKEA group, a separate entity, is the franchiser that controls the IKEA concept (menta 2020)




1:2
Objectives of the report

The object of this report will be to identify strategic advantage using academic theory and models to prepare a full analysis of the techniques aided by a number of strategic management tools. A process will emerge to aid business to make strategy, considering the internal (micro) and external (macro) environment of the organisation. The analysis will be based on the use of relevant academic models and theories and will include a comprehensive and critically reflective review underpinned by relevant facts and appropriate academic literature.



1:3 
Competitive strategy/business level strategy 

This tool was created by Harvard Business School professor Michael Porter, to analyse an industry's attractiveness and likely profitability (mindtools 2020). Within this we can see the threat of new entrants will be difficult to establish from a small business viewpoint and financial backing would need to be substantial in size to compete with the global brand Ikea. New entrants to an industry bring new capacity, the desire to gain market share, and often substantial resources. (porter 1979)
 Porter himself suggests that the five forces are the key sources of competitive pressure within an industry, and that they the five forces are a permanent part of an industry’s structure ("Porter's Five Forces: - Understanding Competitive Forces to Maximize Profitability", 2020)
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                                          Porters 5 forces (mindtools.com 2020)	

Porter's 5 Forces, which is an analytical model that helps marketeers and business managers look at the 'balance of power' in a market between different organizations on a global level, and to analyse the attractiveness and potential profitability of an industry sector ("How to apply the Porter’s 5 Forces model to your SME marketing plan | Smart Insights", 2020) 






2:0
Main findings

Ikeas missions statement tell us At IKEA our vision is to create a better everyday life for the many people. Our business idea supports this vision by offering 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.com 2020) This in itself is a statement of the strategy of IKEA to produce affordable products at competitive prices. They achieve competitive advantage by challenging efficiency in their systems processes and supply chains to reduce costs to the organisation, therefore producing more profit. Using standardised and central operations and minimising costs, waste and maximum convenience they add value. Through this process they have become a product leader. 

































2:1 
strategy analysis of IKEA- porters genetic strategy

This strategic management theory helps you classify alternative strategy and different approaches classified into four different categories. Porter identified four genetic strategies that can be used to both classify company behaviour and drive company behaviour. ("Introduction to Porter's Generic Strategies | Resources | Get Lucidity", 2020)

In each category the strategies have shared qualities but different meanings, for example IKEA has a cost leadership strategy this is where a business focuses on the reduction of costs on delivery of the products to the consumer, adding profit to the organisation. IKEA uses technology and innovations that reduce costs and is resilient enough with these processes to resist price increases keeping the organisation competitive.
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2:2 
strategy analysis of IKEA- Bowmans Strategic Clock

Bowman's Strategy Clock is a comprehensive and easy to use strategy tool that provides options for positioning within a market based around price and perceived value. It's commonly used in conjunction with tools such as the Ansoff Matrix and can be seen as an alternative or extension to Porter's Generic Strategies ("Introduction to Bowman's Strategy Clock | Resources | Get Lucidity", 2020)

In this analysis of Bowmans strategic clock we can see that the IKEA brand is placed above the low price on the perceived value to the customer, the brand has a higher perceived value to the customer. The brand IKEA nears towards the hybrid category as IKEA stands almost alone in the innovation of selling exclusively flat packed furniture to the consumer for self-transport.
Why have I put it there? self-transportation? customer collection straight from warehouse
What is hybrid. because it can be bespoke and low cost 
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 2.3 
strategy analysis of IKEA -SWOT 

a SWOT analysis is a framework for identifying and analysing the internal (micro) and external (macro) factors that can have an impact on the viability of a project, product, place or person. 


	strengths

1. Understanding their customer needs
2. Affordability 
3. A strong global idea, brand recognition
4. The use of modern/ unique and specialised designers
5. Unique instore design incurring less costs where customer collects directly from warehouse.

	Weaknesses

1.low quality
2. seemingly cheap
3.home assembly, self-collection, barriers to home delivery furniture.
4.the size of the business, hard to ensure and control the standard / quality 
5. environmental impact of throw away culture

	Opportunities
1. Global markets open to move into in south America/ Asia
2. Online shopping 
3. Food and grocery stores 
4. Growing demand for eco green products / products sourced from recycled products




	Threats
1. Established Competitors entering the low-price household and furnishing markets.
2. Countries with higher revenue may want a better-quality product
3. Economic factors including COVID and natural disasters affecting the potential customer base affecting job security.



In this table there are the strengths, weaknesses the micro or internal factors and opportunity’s and threats which are the external factors affecting the organisation. In each box the results are also ranked in order of importance.  
  





2:4 
Strategic analysis of IKEA – PESTEL

This is a framework or tool used by marketers to analyse and monitor the macro-environmental (external marketing environment) factors that have an impact on an organisation. (Academy, 2020)
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Starting with Political factors, including government policies, political stability, foreign trade policy, taxation policy, Laws on employment and trade restrictions. All factors have to be looked at to ensure compliance and how they will affect the organisation with current and future legislation. British policies on Brexit are an example of this.
 Economic factors can include economic positioning, growth and interest rates, inflation and disposable income. Looking into the economy of new markets can assist with strategies.
Social factors have a direct effect on how to understand the consumer base, helping marketing strategy decide the population dynamics. Marketing should be asking who are their consumers?  And what is the customer focus? And what are their capabilities? 
Technology and technological advances are a focus to the IKEA brand, the innovation management of these firms has been characterised by: (1) business platforms (such as physical and web-based experience rooms) that facilitate their customers' service experiences; (2) service brand and marketing communication based on values resonance among the norms and ethical values of customers, the company, and the wider society; and (3) sharing of corporate values among leaders and employees to provide energy and direction for excellence and sustainable business development. ("The service excellence and innovation model: Lessons from IKEA and other service frontiers", 2020)
Environment issues with the organisation are highlighted within the IKEA annual strategy which has extensive information on the subject. Product developers, technicians and other key internal stakeholders are invited to take part in training. on waste, energy and water issues. (IKEA.com 202.
Lastly Legal factors include health and safety regulations, equal opportunities which IKEA has a fifty-fifty gender balance in management positions. Other things including advertising standards and general consumer rights and laws.






































2 :5
Stakeholder analysis
The Stakeholders in an organisation are the people affected directly by the organisation or alternatively who have influence over it. Customers, employees, financial investors, suppliers, communities and government. The stakeholder analysis, also known as "Power-Interest matrix", is an effective process to ensure the success of your projects. It takes into account the power and interest of each person involved in a given project to identify the best strategies to satisfy everyone. ("Beeye - Stakeholder analysis tool", 2020)
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("Stakeholder Analysis: Winning Support for Your Projects", 2020)


For example, the customer has a high-power level of influence over the aims and goals of the organisation’s accomplishments. Additionally, it has a high interest to which a stakeholder gives importance to the success of the project, business need to keep the customer happy to ensure its livelihood. 									
The creditors and employees of the business both have a high level of interest in the business being successful in its aims, but both are quite low on the scale of power of influence over the businesses aims.  

Remember this analysis is wholly subjective and interpreted by the viewpoint of the individual that does the analysis and may not marry up with other people’s viewpoints.  





Conclusions

Examining a variety of relevant strategic tools, the marketplace IKEA sits in a highly competitive one which with the help of strong central organisation and a cost leadership positioning helps to make a profit for the organisation. IKEA also has a strong central financial backing with the mother group INGKA, which also invests heavily in innovation and ecological techniques, bringing in a balance. Investment can be sustained without much financial loss with new strategies that can be tried and tested. Strategic management helps in the planning and evaluating strategies with the help of emergent strategy to propel the business forward yielding competitive advantage and maximising profit margin. Although personal perspective in some of the tools and theory’s also must be taken into consideration.  Successful companies tend to: have strong, positive, values-driven cult thee lasting commitment to learning and self-renewal; continually adapt, using both internal and external feedback; build strategic alliances with internal and external partners, customers and suppliers; be willing to take risks and experiment; and have a balanced, values-based approach to targeting and measuring performance. Elkington (2001)
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