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Executive Summary

This report’s goal is to assess the effectiveness of IKEA’s marketing activities, to assess the macro and micro marketing environment, and to make appropriate recommendations based on the PESTEL, Porter’ Five Forces model. There are seven sections to this report. In the first section, IKEA and its marketing resources are briefly introduced. Second, PESTEL model is utilized to examine the macro environments and Porter's Five Forces is employed to analyse its competitors, customers and other threats in the furniture market. The major communication channel between IKEA and its customers makes up the third part. The final two sections provide a summary and offer specific recommendations for IKEA’s marketing strategy.
Introduction

1.1 IKEA and Marketing Resources

The basic function of marketing is to attract and retain customers at a profit (Drucker, 1999).
Marketing is first and foremost about creating value; the different marketing tactics—such as sales, advertising, and promotion—are the means for achieving the company’s value-creation goals. Focusing on value recognizes marketing as a central business function that permeates all areas of an enterprise.

The traditional view of the marketing concept is based on the premise that companies achieve their profit and other objectives by satisfying (even delighting) customers (Houston, 1986).

IKEA idea is to offer affordable products ‘for the many people’ and not just a small percentage, by creating furniture with good design, functionality, quality and value. 

1.1.1 Brand reputation

KEA is famous for its design and creation over the world. When people wanted to buy furniture, the first choice came into their mind is IKEA, since it offers most fashionable and exquisite design. Furthermore, this wide range of designs is also affordable for the average of people, and after purchasing the furniture, it supports to transport your goods to you home which can effectively reduce customers' costs.
1.1.2 Budget

Ingka Group, the parent group of Swedish home furnishing giant Ikea, will invest 5.3 billion yuan in China in the fiscal year 2023.
The investment will be used for further business digitalisation, construction of new stores and shopping malls as well as the integration of multiple distribution channels.
1.1.3 Sustainable Materials

IKEA products are diversified, cheap and durable, reflecting the concept of design for the public. Ikea sourced renewable energy sources to build a circular life cycle for their products, and they try to act environmentally and socially cautious. 

For example, all of the leather is fully traceable and produced according to standards that help protect forests and respect animal welfare (Jiang et al., 2018).

1.1.4 Customer Relationship Management

IKEA pays a lot of attention to the customers and their needs and this is evident from the fact that the company offers different languages services for their catalogs. The company has been recognized for the excellent online shopping experience that it provides to the customers and also the care and attention that the company gives to the customers and their needs.

 HYPERLINK "https://www.researchgate.net/deref/http://articles.latimes.com/2006/apr/24/business/fi-ikea24" 


 HYPERLINK "https://www.researchgate.net/deref/https://www.businesstoday.in/magazine/lbs-case-study/how-ikea-adapted-its-strategies-to-expand-in-china/story/196322.html" 
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PESTLE

2.1 Political

IKEA revenue is subject to a wide range of political factors such as government attitude towards the brand. IKEA’s supply chain activities can also be disrupted by political instability. 

Other political factors that can affect IKEA’s business include the level of bureaucracy, degree of corruption, home market lobbying and import restrictions in markets where the global furniture retailer operates.

 In the past few years China and India have acted to lower the political barriers for the foreign brands which had led to increased presence of the international brands in these markets. As these barriers reduce slowly, India and China get to become the battleground of big brands like IKEA. 

Moreover, IKEA has faced severe criticism for its approach to taxation. It was accused of avoiding corporate taxes. 

And the company was accused of making a corporate media stunt at a very inappropriate and vulnerable moment for global political affairs and for ‘yielding to Islam’ (Sletberg, 2001).

2.2 Economic
Macroeconomic conditions of a country reflect the purchasing capacity of consumers, and are one of the most significant economic factors that affect IKEA performance. The global financial crisis is a example. However, it is important to note that the negative impact of the crisis was at a lesser extent for IKEA compared to many other businesses due to the cost leadership strategy of the business. The fluctuating cost of raw materials such as wood and metals is also a vital economic factor that can affect the business adversely.

In addition, IKEA revenues are directly affected by exchange rate fluctuations between major currencies due to the global scale of business operations. Particularly, the company has accepted sourcing and producing products locally as one of the main tools to deal with changes in currency exchange rates. 
For example, the IKEA chain doubled the number of manufactured goods locally procured in the UK. It happened due to the weakening of the pound against the euro and dollar.

2.3 Social

It is important to respect the social and cultural values of the local market. Taking account of local culture and customs can make it much easier to introduce the brand and its associated values (Brandford, 2013).

IKEA needs to follow cultural norms while branding to avoid cultural repercussions from different countries. IKEA is able to take advantage of local customs and humour in our advertising (Lucy and Aitken, 1968). Moreover, IKEA aims to cause positive impact on local communities, where its stores are located.

As for its employees’ care, IKEA has introduced a new hourly wage structure that concentrates on the needs of its employees, rather than market standards. As of 2022, across its retail have at least 50% of their management positions filled by women. And the company enforces Supplier Code of Conduct that prohibits the use of child labour, the use of forced or bonded labour and discrimination at work. 
During the COVID-19 pandemic, IKEA undertook special CSR initiatives to protect the health and livelihoods of workers, customers, business partners, and communities. In total, more than 1.7 million facemasks, gloves, bedding, and food supplies were donated to medical facilities across the world.
2.4 Technological

Now, consumer expectations are heightened and most focus has to be on better customer service. Information technologies like Artificial Intelligence has enabled the retailers to provide customers a new level of experience.
IKEA are focusing on providing a kind of experience from their digital channels that feels like real life shopping experience. AR enables retailers to provide their customers with detailed information to facilitate their choice-making (Oh et al., 2008). This technology is used to allow its users to visualize how furniture will look in their own home (Ozturkcan, 2021). Most importantly, AR enables firms to extend the carefully crafted in-store experiences to smartphones (Cehovin and Ruban, 2017).

IKEA, progressed by setting up an e-commerce website for the sale of products. Websites are seen as useful for information search and convenient purchases, be they properly designed. Consumers mostly rely on websites to look for information and purchase products in a convenient and effective way (Ben Mimoun et al., 2014)

2.5 Legal

Legal issues have a massive impact on the growth of an organization. As the largest buyer of wood on the planet, IKEA was selling products made from wood illegally felled in the forests.
When it comes to its workers, IKEA has faced backlash from provision of unhealthy working conditions. And It also faced repeated accusations of age discrimination. Workers said they were refused promotion, and discriminated against in terms of pay based on their age.

2.6 Environmental

It is often argued that contemporary organizations increasingly take on a political role in society through their corporate social responsibility (CSR) engagement (Campbell, 2007; Matten and Crane, 2005).

Today, the world is increasingly becoming environmentally conscious. Sustainability is now an important focus area for most business brands. It is not because it helps with reducing costs but for it helps with creating a better brand image. In that case, CSR image as a way of attracting and retaining customers (Bhattacharaya et al., 2009).

IKEA is working towards using sustainable materials for manufacturing products. Energy consuming products offered by IKEA are on average 50 per cent more efficient. It owns and operates 327 wind turbines around the world and have invested heavily in solar panels on its buildings worldwide.
Furthermore, IKEA has demonstrated a competency in forming cooperative third-party partnerships with organizations including UNICIF and WWF to address issues of corporate responsibility including child labor and sustainable forestry.
3. Porter’s 5 Forces Analysis 
Porter's description of "five forces" that shape the structure of all industries and in large part establish the rules of competition and the root causes of profitability within an industry (Porter, 2008).
The five competitive forces are an important tool for our research to analyze the competitive environment in the furniture retail market. It helps us understand where the biggest threats for IKEA comes from and which areas it has to focus on to stay competitive in the market.
3.1 Bargaining Power of Suppliers: 

The bargaining power of suppliers in the industry is high because they can influence product competitiveness by increasing the prices for inputs, decreasing the quality of materials, and so forth. Nevertheless, IKEA effectively deals with this factor with factories around the globe that have the capabilities and resources to form partnership with IKEA. Thus, the company does not rely significantly on them and can replace them. 

At the same time, IKEA aims to build long-term and trustful relationships with suppliers. Such a manner of cooperation is associated with reduced risks to cost competitiveness.

3.2 Bargaining Power of Customers: 

The bargaining power of buyers in the industry is high. Especially in countries with a very price sensitive population, they have to be aware about their customers and be sensitive about their needs and demands. 

Nowadays, buyers can switch to different furniture retailers effortlessly and at low costs because the number of companies offering similar products is significant (Liljekvist and Carlson, 2015). IKEA addresses this risks by striving to be a cost leader and focusing on design and marketing activities.

As for the services, IKEA strives for excellence by taking into account customers’ feedback. It mainly refers to the digitalization of shopping and the provision of opportunities to use various apps to improve purchasing and post-shopping experiences.
3.3 Threat of New Entrants into the Industry: 

Due to the rapid growth of the global furniture market, new entrants are attracted by opportunities for gaining high returns. IKEA has to compete with various manufacturers, so it is relatively easy for new furniture producers to enter the market. Especially in the Asian markets, it is easy for small firms to offer cheaper and more convenient products and service for their customers. 

IKEA minimizes the risks to profitability due to a high threat of new entrants by developing products regularly and through effective marketing strategies. Along with this, the company enjoys scale effect and experience curve, which allow it to maintain cost-efficiency.

3.4 Threat of Substitute Products and Services: 

The threat of substitutes is significant because there are different firms producing similar products. The best way to address this problem is through constant quality improvement, cost leadership, and the creation of new product and service features (Liljekvist and Carlson, 2015). IKEA pays significant attention to making its products unique. It also continually focuses on the development of new products and technological upgrades. 

3.5 Rivalry among Existing Competitors: 

IKEA is one the biggest furniture retailer in the world, but there are also a lot of other global and local companies in the market. Some of the biggest competitors are Walmart, Wayfair, and Tesco. 

Thus, the level of competition is high in the industry, while prices, quality, and technologies are the key drivers of the business success. It is possible to say that cost leadership is the primary strategy used by IKEA to increase its competitiveness. 
Additionally, the company has a positive and widely advertised brand image, which helps attract customers. 

4. Segmentation

Faced with heterogeneous markets, a firm following a market segmentation strategy usually can increase the expected profitability (Wind, 1978). IKEA should separate its marketing targets into sections for its operation and identification of core audience.
Segmentation can also be done through variables; Geographic, Demographic, Psychographic and Behavioral Segmentation (Dolnicar et al., 2018). 
4.1 Geographic Segmentation
With market segmentation, depending on the geographical units operating activities can be done in accommodated to their own local conditions. 
The wide ranges of sales sets majority in the Scandinavian region, followed by North America region and the remaining in the Asian continent and Australia. 
Therefore, by looking at the statistics shown that IKEA’s target market based on Europe, American and lastly Asian region.
4.2 Demographic Segmentation
Demographic segmentation consists of the individual age group, gender orientation, occupations, income level and so forth on.


Age has been used to segment many consumer markets (Tynan and Drayton, 1987). Females of average age of 38 visited IKEA the most. Lately the company’s target is to young couples whom own apartment; a survey has been done which includes the number of young married adults, working professionals and first time furniture shoppers.

Salaried workers have shown high spending ability and higher acceptance of new products and new ideas. Whereas for the segment that includes shoppers that shop IKEA for the first time and students, these consumer segments are more price conscious due to limited budget spending and value for money products. 
4.3 Psychographic Segmentation
Consumers with different personalities or lifestyles have varying product or service preferences and may respond differently to marketing mix offerings (Van Raaij and Verhallen, 1994). 
For example, the customers would rather choose their products simple and natural in design in Europe and North America. However in Asia, customers have chosen of home decoration pursuit of the luxury lifestyle, in particular in the decision to purchasing bulky furniture.

4.4 Behavioral Segmentation
The question with lifestyle segmentation is the extent to which general lifestyle patterns are predictive of purchasing behaviour in specific markets (Sampson, 1992).

Certain products are based on the substantive purchasing behavior of the consumers. The impact of consumer buying behavior, customers’ demand, range of income groups, commodity prices, and consumer attitudes. The income ranges from the low income, middle income group and the high income category that IKEA divided into.
They ascertain that in Europe and the United States, the strategic market are mainly focused on for the lower income category and the middle income families in these region, of their affordable pursuit. IKEA’s goal is to go for the Asian booming sector.
Targeting

As society has become less vertically organized with more buying power across larger layers of society (O’Brien and Ford, 1998). Social class, for instance, used to be a major segmentation variable (Gross and Carman, 1967). The target market of IKEA is mainly the global middle class. It sells good quality and durable but affordable home furnishing products. The consumer demographics are also changing globally and the focus is now on the millennials. 
IKEA targets young and fashionable people as its main consumers; in particular those love modern furniture and accessories. In addition, IKEE fixes the products’ prices at a lower level, which is quite attracting for the average consumers, such as white-collars. 
Positioning

Brand positioning is also often based on consequences or product benefits. Products and brands are advertised with the emphasis on a specific benefit. The selected benefit may then be "proven" with the relevant technical product attributes or related to utility and values (Pieters and Van, 1992).

Positioning mechanism is to distinguish the product along such dimensions, characteristics, or consumer’s value from the competitors of the company or product. Positioning strategy helps customers to evaluate the product’s attributes is of great significance to them. The positioning strategy of IKEA is “Differentiation”.

6.1 Customer 

Customer value and satisfaction are very important parts to the success. Consumers tend to make purchases from the firm that they choose believe in comparison of the offers made to their desired value.

6.2 product

IKEA have become well-known over the years for their product’s quality, in terms of affordable price range, modern-based on space-saving and high durability of products. IKEA engaged their own designers who are able to deliver a range of products that are able to improvise on to customers’ requisition. 

6.3 Price 

The D.I.Y furniture that IKEA adopts allows them to save costs on assembly and storage spaces in their outlet where they can store more furniture efficiently, giving consumers a reasonable price. IKEA tries to make price affordable for the most people base on the precondition of good quality.

6.4 Service

Customers of IKEA would patronize their cafeteria for food, this approach greatly enhance the convenience utility while shopping in IKEA. IKEA outlets run their own integrated playroom and childcare centre; providing parents with a peace of mind to shop for their products where their children will be taken care of and being occupied in the playroom.

Differentiation

Retailers need to communicate their brand visions and values to all employees in different store locations and ensure their shared brand understanding (Burt and Sparks, 2002). Overall, product differentiation is important because it allows companies to create a compelling brand image. 
IKEA uses it as a measure because although cost leadership is a major competitive advantage, low-cost products must be provided by different competitive level (Yuan et al., 2016). It means that they must satisfy a wide range of customers’ needs and preferences. For this reason, the company employs professional designers who help develop new, attractive, and functional products. 

Marketing mix

8.1 Product

IKEA has a detailed list of product catalogue with best aesthetic designs and functions at reasonable prices, such as furniture, bathroom facilities, book cabinets, closets and so on (IKEA, 2022). Different kinds of goods are based on consumers’ diverse needs and demands. This shows that IKEA is trying to fulfil the demands for all customers. For example, products that meet the market criteria such as convertible furniture with different functions and customized designed furniture.
A lot of IKEA furniture is designed to be DIY. This will allow consumer to get the product at a lower cost and use of packaging.

The ready-to-assemble characteristic of its products has also allowed the company to remain sustainable, with the reduction of raw materials and substances that are potentially harmful to the environment.
8.2 Price

Affordability is part of the selling proposition of the company. It developed capabilities needed to lower costs associated with manufacturing, operations, and customer acquisition. Because the company is now the largest furniture retailer in the world, it now has a price leadership advantage that allows it to determine prices in the market. IKEA used large-scaled economies to contract for long-term producers for their goods, so as to set its price cheaper. 
8.3 Place

Global retail operations have enabled the IKEA to reach global customers. It implements a variety of store designs depending on the geography of a particular location. For example, in some countries with limited land area, retail stores provide pick-up services in which customers would have to make in-store or online reservations.
Besides entity stores, IKEA also allows consumers to do e-shopping on its website with an easy reviewing of the details of the products. 
Procuring materials in proximity with supply chain to reduce transport costs. Products are transferred from suppliers to IKEA stores directly. This reduces handling costs, reduces transport and lowers the carbon footprint.
8.4 Promotion

8.4.1 Traditional methods

IKEA has partnered with other organizations to promote its products, and it uses coupons, price discounts, festival promotions, and all other marketing gimmicks. 
8.4.2 Contemporary Marketing

Participation in advocacies as part of its corporate social responsibility, public relations, value-added services, and the utilization of technologies such as the introduction of the augmented reality mobile application.

Each country’s IKEA has different slogans and advertising methods which adapted to the countries culture itself. 


IKEA can use the online media such as websites and mobile platforms apps to promote their offers and latest events online.
The members can apply their membership online. Members can obtain points through shopping, and collect certain points to exchange for corresponding prizes. When the purchase amount reaches a certain amount, members can draw free prizes at the counter with a receipt.
8.5 People

IKEA gives utmost importance to the people, both its customers and employees. The employee culture is based on togetherness, enthusiasm and fun. Customer satisfaction is at the core of the values. It does not discriminate on the basis of race, ethnicity and religion. 

8.6 Process

IKEA makes its own wood by owning sawmills and produces high quality furniture. IKEA has the most unique supply chain and inventory management techniques. Its designs are differentiated in terms of price. IKEA itself gives a code of conduct to manufacturers that states rules and guidelines which help them reduce their checks for environment friendliness. Further the finished product is delivered In pieces to be assembled by customers which saves cost.

8.7 Physical Evidence

Stores are equipped with restaurants for refreshments and also baby handling areas for mothers. Most of the stores have an area at the end where used, returned, damaged products are sold under huge discounts. 
Marketing Channels

IKEA uses both traditional and digital channels to advertise and promote its brand. It integrates several channels of marketing communication such as social media, mobile apps, commercials and so on. Specifically, the furniture giant derives the maximum benefits from media advertising. 
 Social media is undoubtedly gaining in prominence, with over 72% of internet users now active on social media. The likes of Facebook and Google+ now have over 1 billion users and the potential to attract more (Laudon & Travis, 2013).

IKEA has used social media to attract and engage customers. IKEA sponsored digital marketing campaigns and social media influencers. Separate country pages are used to engage customers on Facebook, Twitter, Google plus and other social media channels are also used by the brand to promote itself. 
Its Instagram bio links to its website. The website also has links to its various social media posts. Its 'view shop' and 'call' options for product catalog and direct assistance, respectively, are a testament to a well-crafted Ikea marketing strategy.
IKEA ensures an optimal mobile website's speed, button displays and gesture controls on its website and mobile app to retain and attract individuals to the site. It regularly updates new offers, discounts, and promotions. 

One of the most successful moves includes downloading its 3D modeling app to envision a dream home. 

Measurement of Campaigns’ Effectiveness

14.1 Brand Awareness 

It is a measure of how well your target audience knows and recognizes your brand. There are several ways to measure brand awareness, including surveys, social media monitoring, and web analytics.
14.2 Website Traffic 

It is another important metric for measuring marketing effectiveness. If your marketing efforts are driving people to your website, that’s a good sign that they’re working. There are many ways to measure website traffic, including with web analytics tools like Google Analytics.
14.3 Lead Generation 

It is another key metric for measuring marketing effectiveness. This metric measures how many potential customers your marketing efforts are generating. There are several ways to measure lead generation, including web forms, landing pages, and conversion rates.
14.4 Sales 

It is perhaps the most important metric for measuring marketing effectiveness. After all, at the end of the day, the goal of marketing is to drive sales. There are different ways to measure sales, including revenue, conversion rates, and ROI.
Conclusion

IKEA has many advantages. The company enjoys a solid reputation. This is due to its combination of traditional and digital marketing methods. Moreover, its well-designed and affordable products with various categories has given its customers more options. The company’s contributions to environmental protection and support of human rights are also another reason to the improvement of its brand image. IKEA’s visionary targeting and positioning strategy are also conducive to finding its core customers and improve its competitiveness.
Nevertheless, the business has faced some problems. The current furniture market is heavy competitive since there are many similar providers there. Moreover, the business should be aware of legal issues as well as different cultures. Rising costs to its raw materials should also be taken into consideration, too.
Recommendations

1. Embracing Different Cultures 
Due to the different cultures and countries, IKEA should embrace those differences further. 
For example, the products provided in Europe are designed to be practical and convenient with a simple design to fit into every home and for every taste. 

In some countries, the simple designs don’t fit into the traditional furniture of the people’s homes, so this could help with the internationalization, because this could help close the gap between cultures. 

To celebrate their inclusivity, they could launch country specific furniture collections for limited amounts of time. Every country has specific designs that are typical for their culture or history.
Young Audience
Since versatility and expression of individuality are becoming more and important especially among Millennials, this could be a good way to reach them. If the company also decides to work together with social media influencers. It could connect the company with young and creative audiences by improving their online presence. 
3. Employment of Local Management 
The direct contact between staff and customers underscores the need to share knowledge between old and new employees, since the local staff will become ambassadors and representatives of the retailer in the eyes of the customers (Jonsson and Elg, 2006).
The local managers can help the company cut on the market research budget since they can be sources of information. They are also in a better position to build solid relationships with existing clients or assist in expanding the market through reaching new customers. They can direct the company to suppliers with more affordable prices or to areas where it is easy to find raw materials. 
4. Being sustainable everywhere 
IKEA faces a great challenge in becoming eco-friendly because of the need to maintain affordability among price-sensitive customers. IKEA can achieve this by increasing investment in their suppliers to ensure that they have the right technology for the production of green products. 
High-end products

IKEA may also focus on the development of premium product series. By creating exclusive furniture items at higher prices, it will be able to attract a new group of consumers. 
Supplier management
IKEA can approach quality improvement through supplier management. It may be recommended to apply stricter quality standards when developing partnerships. 

Customer feedback
Generation of good customer feedback is essential to growing the business. They should feature the reviews and ratings through digital platforms to earn credibility.

When product-oriented companies face organisational challenges placing greater emphasis on services, they can move towards open innovation by working closely with customers to develop new services through diverse methods, such as customer engagement, and service offerings from customers (Chesbrough, 2011).
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