


Executive Summary


This report will aim to show the business environment of Ikea. 

The organisational context will be analysed using  Pestel and Swot. This will highlight the internal and external influences on the business.

A VUCA analysis will then be conducted to describe the constant changes that are affecting Ikea externally, and the approach that could be used to rectify the problem.

The role of the Human Resource department will be explored and the stakeholders will be identified.

This will be followed by a conclusion, and recommendations for the future will be addressed.
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1.Introduction

This report will examine the context and culture of Ikea. It will aim to understand the business environment and will critically assess the organisation in respect of how the business is influenced between internal and external factors.

Ikea is a multinational home-furnishing company, founded in 1943 in Sweden by Ingvar Kamprad.
The company sells furniture, home accessories and appliances globally through its stores and on-line platforms.
The company boasts a chain of three hundred and sixty one stores spanning over forty countries. They employ over one hundred and sixty four thousand workers and have an on-line following of over forty five million people.
The stores are uniform in appearance, usually very large blue stores with the company name in yellow. They encourage customers to have the complete IKEA experience when visiting the store with the well-designed individual room displays and touchable merchandise they hope to encourage the consumer to utilise the designs ideas in their own homes, and take advantage of the low cost well made items on offer for sale. (IKEA,2022).

The company mission is that they hope to provide a better everyday life for people by offering a wide range of well-designed furniture that is affordable to everyone. They hope to do this with the help of their dedicated staff. (IKEA,2022).

Ikea do not have shareholders but work on a franchise which allows the franchisee to use the Ikea concepts and in turn they pay 3% of the sales back to the main business. This saves Ikea money on tax as revenue would then be lower (Siegfried, 2017).





2:1 Organisational Context

Organisational context in a business can be described as the environment in which it operates and what factors affect this environment.
Research suggests that the most productive way to examine the organisational context of a company is to use analytical tools (CIPD, 2022).

The use of Pestel and Swot analysis will show the position of the company at any given time. 
Firstly the Pestel analysis will examine the external influences on the business of Ikea. (Appendix 1)

Pestel Analysis

Political
Ikea is a global business and so must abide by the political influences of each different country it inhabits. This can cause losses in revenue to the company due to importation and exportation costs.
The Governments may also impose different licences to trade in their country so Ikea has to again be conscious of these political influences.

Economical
The aftermath of the ‘Covid’ pandemic has caused a recession, which saw Ikea pricing their products conservatively to allow people to buy furniture at a reasonable price.
The cost of fuel has risen since the Ukrainian- Russian war and so this is a factor that has to be considered when goods have to be transported as part of the business.
The ‘opt-out’of certain countries from Brexit has caused problems with imports and exports for global business and therefore this is another factor which must be considered.
The pressure of rising competition from companies such as Walmart and Howdens have caused the company to be proactive in analysing the competition.
The retail sales have increased by 6.5% despite any challenges that it is facing.
Social
Ikea have been the victims of bad press due to failed deliveries or the differences in customs in a particular country. This is shown in an example when Ikea removed the photographs of women from their catalogues for Saudi Arabia, as their customs frown on it, but were flouted by West for removing them as their customs for women’s rights are different.
Lifestyle choices can be an external influence on a business with trends and fashion changing continually it is necessary to keep ahead of these trends at all times.
The growing population has meant that Ikea will need to address the accessibility of its stores. In an interview  Peter Agnefjall (Ikea CEO) stated that the increased population would mean that to provide accessibility to its stores Ikea would pioneer the first store with a hotel, offices and retail space in the same place. This multi-use of the site would allow Ikea to buy relatively expensive land in a prime location and still be able to keep prices low.(Chaudhuri, 2016)

Technological
The online experience is set up to mimic the actually store experience, so that people who are unable to travel to the store can still have access to the same experience.
This platform allows customers to look at item under a certain price or choose to view only the lowest cost ranges on offer.
The use of technology to produce complete three dimensional rooms online and put products in situ to see what they will look like. They then have the facility to drop each item into the shopping cart and make the purchase (Ikea,2022).
Legal
There has been legal action taken against Ikea for poor workmanship and products breaking and causing harm or even death. This can be argued that Ikea do not make the products themselves but outsource the manufacturing, nevertheless their name is associated with a complaint and so they are morally obliged to answer it. The monetary amounts can be compensated but the damage to the reputation is something that is harder to rectify.
The laws imposed on Ikea by different countries can be damaging if not adhered to. An example of this is when the legal system in India imposed a clause to say that Ikea must source 30% of its materials from local sources to be able to trade in that country.


Environmental
Ikea houses their business in very large areas and so its carbon footprint is very high. They are offsetting this by using sustainable energy sources to heat and light their buildings. They are using solar panels and wind turbines to provide their electrical power.
They have also started to get their raw materials of wood and cotton from sustainable sources proving that they are committed to being greener by 2030.
They are also promoting a circular economy by designing every product in a way which will be able to be reused, refurbished or remanufactured.

The analysis of Ikeas organisational functions can be enhanced by conducting a SWOT analysis which will define the position of the company in terms of its internal influences. The strengths and weaknesses, any opportunities it may have and any threats that it may be facing can be explored. (Appendix 2)

SWOT Analysis

Strengths
Ikea have a clear vision of who they are and where they want to be, they state in their mission statement that they want to offer a better everyday life for people by offering a wide range of well-designed furniture that is affordable to everyone. 
They have a long term relationship with their suppliers, research states that they regard them as business partners. They have a large number of stores offering the same products and so are able to order in bulk and get the best rates of discount.
The Ikea brand is well known, with most ranges named in Swedish they have become a household name.
Market trends are continually changing and Ikea is known to keep up with these trends. An example of incorporating a hotel in an Ikea store and offering retail space to keep the cost of purchasing the land down in price so they can then be closer to the cities whilst still being able to offer the lower prices for furniture. (Chaudhuri, 2016)
The advantage of good distribution centres and strong revenue growth both add to the strengths of this company.
The affordability of the products offered is always at the forefront of Ikea business, and now it is finding a way of doing this with a sustainable approach. This will ensure that their innovative designs are constructed in a way which will enhance a circular economy.
Weakness
Research shows that a business must address its weaknesses to be able to either eradicate them or counteract them.
Ikea stores are primarily out of town and so are inaccessible to some people. This prompts the use of the on-line catalogue. However the costs of delivery are high on these sometimes bulky items making them less affordable to some.
There has been some negative press around Ikea with the challenge of the safety of products that may have caused harm to some people. In 2014 ‘Malm’ chests were recalled as they were able to tip over easily and caused the death of a child in the United States of America (BBC News, 2020).

Opportunities
The move to use technology to offer an on-line catalogue to customers has been a good opportunity to capture the customers that are unable to travel to the out of town stores.
The innovative idea to introduce on-line assembly training is another opportunity to enhance the caring brand of Ikea.
The use of sustainably sourced materials and the move to use alternative green resources for power will showcase the business as an active participant in the role of helping the planet.
The expansion ideas to developing countries has proved an exciting opportunity for the company to access low cost labour and resources but also to help the people from developing countries access work.(Ikea,2002).



Threats
One of the biggest threats for any company is competition. Ikea have an unique brand but others are trying to compete. Business such as Walmart and Howdens are offering similar products at affordable prices.
The combination of the cost of living increases and the need to regroup after the covid pandemic has meant that the costs of raw materials have increased, this cost has to be recompensed by the business so they would have to increase prices.
Trends are forever changing and the consumer needs and wants change with them, this could result in the light functionable furniture offered by Ikea being less desirable than the antique heavy furniture of old.

The uncertainty in the business world today makes decision making difficult for any manager and that is why an acronym VUCA can be of assistance.
VUCA or volatility, uncertainty, complexity and ambiguity is an aid to understanding and providing a solution to an external problem.

Volatility – The changing world since the corona pandemic has left consumers in a situation where costs are high and money is low, the economy has reached an all-time low.
Approach
Outsource work to developing countries to keep manufacturing costs lower.
Uncertainty – Other competitors might come in and undercut our prices.
Approach
Hire an analyst to keep informed of the competition and changing trends.
Complexity – Doing business abroad has some major challenges such as customs, currency, workforce, and licences.
Approach
Hire a specialist to operate at each different country so they are familiar with customs and rules for that country.
Ambiguity – Starting to design different products for a circular economy
Approach
Experiment with different materials, research and learn by mistakes.

This template can be used for any emerging problem that requires a plan to work through.
The position of the business is important but the culture of the business is what makes it unique.


2:2 Organisational Culture
Organisational culture can be very hard to define. Watkins, 2013 suggests that it is the series of values and rituals which bind the organisation together.
Ikea state that corporate culture is important to every company, it can lead to success or failure. and is one of the ways in which people make assumptions about the organisation in terms of value and belief. (Loeb, 2012)

Alzghool, 2021, suggests that one of the most influential models to understand and analyse organisations is Edgar Shein’s model of  Organisational Culture.
(Appendix 3).
Shein suggests that these values and beliefs develop slowly and are learnt from past experiences or can be passed on or taught by others. He further states that there are three levels to this organisational culture and he explains it as a visualisation of an iceberg with three levels. (Kukreja, 2018)

The top level is where the artefacts are, these are what we see and feel when we see the business. Ikea portray a culture of  togetherness, the enthusiasm and the simple respect you see and feel when you experience the organisation. The use of the acronym IKEA derived from Ingvar, Kamprad, the founder. Elmtaryd, the farm where he grew up and Agnunaryd, the name of the village where he lived. This shows a sense of character of its founder and how he values his origins.
The use of traditional colours of Sweden in their uniforms, and the Swedish names used on their product ranges, also show the values of Ingvar Kamprad.                      
 Kamprad states that “IKEA is not the work of one person alone. It is the result of many minds and many souls working together through many years of joy and hard work.”(IKEA, 2022).

On the next levels, they are under the surface but holding up the organisation, and as important. The second level is where the norms and values are, where the company’s mission statement lies. Where Ikea states that it wants to “create a better everyday life for everyone”. They want to create a pleasant working environment where everyone is treated as equals. They suggest that this goes much further than the furniture business. They want to have a positive impact on the world around them with the use of sustainable raw materials to have a conscious effect on the people they serve. (IKEA,2022).
The final level Shein suggests is the underlying assumptions of the business whether conscious or unconscious. This focusses on the home of IKEA, Sweden and how they are as a people, simple humble and believing in equality, whilst encouraging initiatives (Alzghool, 2021).



2:3 The Management of Human Resources
The role of the Human Resources (HR) department has changed over the years, the previous role to advertise a job, then interview, then employ has long been forgotten. The new HR department is now about making the job look attractive to the personnel. 
People are no longer thought of as a commodity but as individuals with values and challenges of their own, and to manage these individuals it is necessary to understand the behaviour and needs of the workforce.(MacArthur, 2021) (Brooks, 2022)
The HR department in Ikea is responsible for all aspects of the business that affects the workforce. Ikea prides itself on having a diverse workforce and ensures that the brands culture of togetherness, caring for people, give and take responsibility and leading by example are followed (Ikea,2022).
When looking at the culture of HR it is important to consider the stakeholders of the business, these are the people who influence the decision making process of the business. Ikea has many stakeholders each with a function that enhances or may hinder the company culture. These are Ikeas stakeholders and their role in the company.

Stakeholders
Employees- Ikea does not have manufacturing employees. All staff are involved with the sales and distribution of the products.
Global consumers – The Government is advocating the use of reduced packaging and this impacts negatively on Ikea.
Local community - The interest of sustainability by local community puts pressure on Ikea and so they don’t have much interest in the local community.
Customers- Typical Ikea customers are young and low to idle income families who don’t mind buying flat pack for a good price.
Competitors – Walmart are increasingly becoming a major competitor. Any new competitor is of high interest to Ikea.
Suppliers- Ikea treats suppliers as business partners due to the high volume of items it buys it can negotiate a cheaper price.
Local government – Ikea are challenged by local government because they can impose laws and policies which would affect costs and in turn cause a price increase in sale prices.
Shareholders – Interogo Foundation is one of the major shareholders in Ikea. 
Franchisees -  Operate the business model in a different country.
Management – Control business activities and operational matters.
 
Ikea operate a flat organisational structure. The management style is transformational where they encourage employees to support the goals of the organisation. The concerns of the employees are very important to the management of Ikea, and it strives to inspire the positive side of change when it is needed. 
Innovation is encouraged within the workforce and this is how Ikea can keep its competitive edge on its competitors.

The recruitment is promoted internally where they can train people to upgrade to better positions but they also use external on-line sources of recruitment such as google, Facebook or twitter. The managerial positions are advertised through agencies.

Changes in the HR department are common in any business, in Ikea these can be linked to financial changes, management changes as well as marketplace variations.
Conclusion
This report has aimed to show the business organisation of Ikea in terms of context and culture. Organisational culture has been shown to be very important in any company, it is how the employees see their work and how they behave towards management and each other. It impacts on all areas of the business and so the need for a business to have a healthy culture is imperative.
This report has shown that Ikea is a good example of a well organised business with distinctive pillars of culture within its approach. The leadership style of Ikea means staff feel valued and included in the company’s values, this results in a happy workforce which in turn leads to increased performance.
Using various theory to analyse the company’s position it has shown the strengths and weaknesses of its management. It needs to address the weaknesses and possible threats that may come in to fruition, and build on its success. Any improvements needed will ensure the company keeps abreast of forthcoming challenges and endeavours to keep at the top of their game for the future of the company and its employees.

Recommendations
· This company was built on the hard work of Ingvar Kamprad, the ethos that he used to start this business should be maintained.
· The SWOT and PESTEL analysis tools should be used periodically and discussed in the board room.
· The changing face of HR will need to be kept up so that the company is not left behind in future.
· The safety of products should be assessed regularly.
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Appendix 1

‌Environmental
Legal
Economical
Technological
Social
Economic
Political


Government regulations

Political
Instability



Using a circular economy

Sustainable
Practices in different countries
Controversy about tax evasion

Abiding by different country legal system
On-line sales

Unique brand image
Economic growth

Inflation- fuel prices

Competition

Brexit aftermath causing increased prices

Lifestyle choices

Population growth












 

Appendix 2

STRENGTHS
Clear vision 
Long term supplier partnership
Excellent Brand
Pro active market trends
Good distribution centre
Strong revenue growth
Sustainable Approach
Affordability
Innovative Designs




OPPORTUNITY
Online shopping
Using sustainable      products
Offering online assembly training
Expanding to developing countries 
Opportunity for low cost labour and resources




SWOT 
ANALYSIS
IKEA





WEAKNESSES
Ikea stores are out of town
High delivery prices
Some concern over safety of furniture
New projects take excessive time
Negative press
Lack of customer service


THREATS
Competition from other retailers
Trade Barriers
Increased costs of raw materials
Consumer tastes
Unhappy employees
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