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IKEA IN ROMANIA 
[bookmark: _Toc131019482][bookmark: _Toc134031746]1 INTRODUCTION 
International business refers to the economic activities that involve the exchange of goods, services, or resources between two or more countries. To succeed in international marketplace, we need to understand the business environment. This involves the analysis of the economic, political, legal, technological, social, and cultural factors that have an effect on the business operation and strategies. 
Globalization provides access to new market for businesses through access to resources, competition, diversification and collaboration. This brings together some factors that lead to the decision of a company like IKEA based in Sweden to move its production facilities in a developing country in this report case Romania.
In the very first part of the report, we will discuss the Company Background and the internal and external environment of IKEA Romania by understanding the political, economic, social, technological, legal and environmental factors of PESTLE analysis. “PESTLE” provides useful information about the broad macro-environmental context against which the final decision has to be taken”. (Worthington & Britton , 2006). In the second part of the report, we will analyse the strengths, weaknesses, opportunities, and threats that IKEA faces in the Romanian market. “The aim is to identify the extent to which strengths and weaknesses are relevant to, or capable of dealing with, the changes taking place in the business environment”. (Whittington, et al., 2019). Finally, the Porter`s Five analysis framework for analysing the attractiveness of the industry for potential entrants, suppliers, buyers, and existing competitors (Grant, 2019).
[bookmark: _Toc131019483][bookmark: _Toc134031747]2 COMPANY BACKGROUND 
IKEA is a multinational furniture retailer that was founded in Sweden in 1943 by Ingvar Kamprad, who at age of 17 was selling pens and wallet. For being good in school his father reward him by giving a small amount of money which he used to set up a company. The name IKEA is an acronym that stands for Ingvar Kamprad Elmtaryd Agunnaryd, which refers to Kamprad`s childhood home and the village where he grew up. 
In the beginnings the company sold household like pens, wallets, and picture frames, in time IKEA started to sell furniture and in 1951 was introduced its first piece of flat-pack furniture which revolutionized the industry by reducing shipping cost and making furniture more accessible. 
Today, IKEA has stores in over 50 countries and employs more than 211.000 people producing goods as home appliances, kitchenware, textiles, and home accessories, as well as their in-store displays and the popular IKEA restaurant. 
IKEA currently has only one store in the capital city of Romania, Bucharest. It was launched with an aggressive promotion on March 21, 2007, being at that time the “topic of the day” and had record sales not only on the first day, but also in the first six months reaching 0 stocks. The interest continues today, with IKEA representing one of the favourite shopping destinations. Extremely many people prefer the varied offer becoming a popular choice for consumers due to its affordable prices and modern design. 
[bookmark: _Toc131019484]
[bookmark: _Toc134031748]2.1 PESTLE Analysis of IKEA 
“PESTLE analysis highlights six environmental factors in particular: political, economic, social, technological, ecological and legal.” (Whittington, et al., 2019)
Political: Romania is a parliamentary republic with a stable political system and is a subject to the EU`s import-export regulation that implemented various policies to attract foreign investments helping IKEA to establish it store and collection points in the country. However, there are also challenges related to the high unemployment rate that increased from 3.38 percent in December 2020 to 5.60% in January 2023 and low purchasing power of some consumer (Statista 2023). 
The laws and regulations of the country including laws correlated to minimum wage, working hours, overtime, paid leave and social security are designed to protect worker’s rights yet, there have been concerns about corruption and lack of enforcement of labour laws in Romania. 
Agent Green, Extinction Rebellion and Lieferkettengesetz who were fighting for the protection of the environment accused IKEA, the largest private owner of forests in Romania (owning approximately 50.000 hectares of forest) of breaking several laws in the field of forestry and environmental protection, showing again that corruption in Romania exists. The protesters used banners with the message: “IKEA, STOP TRASHING ROMANIAN OLD-GROWTH FORESTS!” (Agent Green 2021). 
The low minimum wage compared to other European countries made investors like IKEA to find the country attractive. However, the lack of enforcement of the European Union regulation it leads to corruption and instability.
Economic: IKEA operations in Romania is influenced by a range of economic factors. The country economy has shown consistent growth over the last decade, despite occasional fluctuations but the COVID-19 pandemic has impacted the economy, leading to a decline in GDP growth and the population could not afford to buy IKEA products like in the past. Yet, the country has skilled labour force and raw material which makes the Swedish business successfully in this part of Eastern Europe.
Inflation and the fluctuations in the exchange rate between the Romanian Ron and other currencies, particularly they will increase the cost of goods and the prices for consumer are higher making the profit lower.
Social: Romania has a population of approximately 19 million people, the predominant religion is Orthodox Christianity, with a median age of 43 years old. IKEA has to take in consideration the religious holidays and customs because Romanian tend to buy more household products during that period. With a high literacy rate and generally price sensitive and value conscious IKEA may need to centre the attention on the commitment to sustainability for this market.
The urban consumers have a high value on social status and image so are very interested in the company modern products but also on the ones with traditional and folklore influence.  
Overall, by understanding the social factors IKEA ensured that the products are relevant to the needs and preferences of Romanian consumers.
Technological: Many consumers in Romania are using mobile technology with access to the internet allowing customers to browse and purchase products from their mobile devices. IKEA is known for its innovative products and design making the business successful in a country that looks for space saving solutions for small flats leading to more customers every year.
Ecological and legal: Climate change brings significant impacts in all economic activities in the world. The collection of old batteries, electric, electronics and household appliances by IKEA help to reduce waste in its operations. 
Ones of IKEA`s struggles in Romanian market are the lack of energy efficiency improvement in its stores and the developing products that use renewable energy sources.
The unclear employment laws, consumer protection and the costumer sector need substantial improvement on IKEA`s Romanian market. 
By considering the PESTLE factors and adapting them in Romania, IKEA established a strong presence in the furniture industry providing customers with products that meet their needs.
When entering a new state to do business, IKEA would need to take into consideration that “a state is a self-governing, autonomous geographical region comprising a people with a common recent history. The state has the right to raise tax revenues from its people and exert the power of law over them”. (Tom Craig & David Campbell 2005)
IKEA would need to ensure that is complies with all the local laws and regulations related to business operation, labour tax, taxes, import-export regulations.
[bookmark: _Toc134031749]3 SWOT ANALYSES 
SWOT analysis is a strategic planning tool that helps organizations to identify their internal strengths and weaknesses, as well as external opportunities and threats, to make better business decisions. SWOT stands for strengths, weaknesses, opportunities, and threats, and the analysis is based on these four elements (Thompson & Martin 2010).
IKEA benefits from modern management and the location is in Bucharest, in a city with high population density. 
Has a strong brand reputation, is a well-known brand globally on the market of furniture products, where are relatively few established players in the market. 
The diversified range of easy to assemble products allows IKEA to offer high quality furniture at low prices this can be a strength for the company to operate in Romania where price sensitivity is high.
The IKEA quality of the products, the broad range of products including furniture, accessories and home decor, the service and the delivery of the products in easy to transport parcels can be a strength for IKEA in Romania, where consumers have diverse preferences and needs. 
The raw materials from the Romanian forests and the manufacture of the products, specialized workforce and modern commercial look places IKEA among the market leaders in Romania.
In IKEA business operation in Romania are some weaknesses as well like the reduced number of employees from the result of a single point of sale in Bucharest, missing out on potential customers who live in other parts of the country. 
 The competition of traditional companies can make Romanian customers to be more interested and prefer more personalized and unique products.
Although IKEA offers a broad range of products, because of the limited selection in certain categories, such as kitchen and dining can be a weakness for the business because of the consumer’s culture interest in the kitchen products. 
Nevertheless, the lack of the investors and the desire to obtain large incomes in a short time suggest IKEA to address these weaknesses to remain competitive in the Romanian market and capitalize on its strengths and opportunities. 
[bookmark: _Toc134031750]3.1 Opportunities 
“The furniture market in Romania is relatively underdeveloped and there are many established players in the market. This provides IKEA with the opportunity to establish itself as a leading brand in the market” (Euromonitor International, 2021).
Government benefits can help IKEA to expand into new areas producing more jobs in Romania, where is expected as a result of middle-class growth to increase the demand for Ikea`s stylish and affordable furniture products.
The COVID-19 pandemic generated growing in Romania online shopping, offering to IKEA`s costumers that don’t live near the opportunity to buy products online. 
Furthermore, sustainability is becoming more important to Romanian consumers and IKEA has the opportunity to capitalize on this trend. “There are some key indicators that the company tracks in order to be able to quantify the progress and performance of the measures to achieve the sustainability initiatives: the sales for the products in the category “People and planet, trainings of sustainability for the employees, purchasing renewable electricity and offering sustainable products (IKEA 2023).
Romania has seen a growing interest in sustainable products and practices. Whit the release of the sustainability report and the implementation of sustainable practices in its operations, IKEA is well positioned to meet the demands of environmentally conscious consumers in the country. This can result in an opportunity for increased brand awareness and customer loyalty.
[bookmark: _Toc134031751]3.2 Threats 
Companies with similar products at competitive prices as IKEA in Romania leads to competition between business.
JYSK and KIKA are international companies that offers a range of furniture, bedding, home decor items competing with the IKEA operation in Romania. 
Also, Romanian home improvement and furniture retailer as Mobexpert, Dedeman and Casa Rusu, along with competitive prices and restrictive legislation are threats for IKEA business in Romania. 
[bookmark: _Toc134031752]4 PORTER`S FIVE FORCES ANALYSIS
PORTER`S FIVE FORCES is a framework that helps business to understand the competitive dynamic of a specific market. 
This analysis investigates whether it is profitable to create a company in a certain sector of business. 
The five forces are developed by Michael E. Porter, a Harvard Business School professor, in the book” Competitive Strategy: Techniques for Analyzing Industries and Competitors”. 
Ikea is a multinational furniture retailer that operate in Romania and like other business it is subject to various factors that affect its operations and profitability. The Porter`s Five Forces model helps understand how IKEA is affected by various forces in the Romanian market. 
Threats of new entrants: The furniture retail industry is highly competitive, and the threats of new entrants is moderate. The strong brand name of IKEA in Romania and the power of economies allows the company to offer competitive prices. 
Bargaining power of suppliers: IKEA has established long term relationship with its suppliers this can lead to power to negotiate favorable terms and prices. IKEA can change its suppliers but if a business is losing demand from the Swedish company, it can be a difficult situation for it.  In Romania, the company has a limited number of suppliers, the majority of the products and services that supply the business are in Poland, Italy, Germany, China, Sweden. 
Bargaining power of buyers: The bargaining power of buyers in the furniture retail industry in Romania is high. Consumers have access to national furniture sales like Casa Rusu, Dedeman and international ones like JYSK, and they can easily compare prices and quality. Ikea is focused on promotion and marketing, quality reputation is strong helping to mitigate the bargaining power of buyers to some extent. 
The threat from substitute products is high. Consumers can choose from a variety of products. Used furniture remains a productive sector in Romanian culture. Nevertheless, online shop furniture and local national stores lead to competition from other retailers for IKEA. 
Competitive rivalry for IKEA in Romania is highly competitive, and the level of competitive rivalry is high. Ikea faces competition from other international retailers, also super markers sell home furniture it conducts to a threat to IKEA`s business. 
[bookmark: _Toc134031753]5 CONCLUSION 
IKEA entry into the Romanian market is a success for the company, with strong growth in physical and online sales. 
Romanian`s large population and growing middle class makes an attractive market for affordable and stylish furniture, and IKEA has capitalized on this opportunity through brand reputation, established supply chain and high-quality products. 
PESTLE analysis suggests that IKEA is able to navigate the unique challenges of the Romanian market, such as bureaucracy and underdeveloped infrastructure through strategic management investments. 
SWOT analysis shows that IKEA can leverage its strengths, such as its strong brand reputation, while mitigating weaknesses related to cultural differences and language barriers. The company expanded its products line with success adapting it to local tastes and preferences while competing against other global and local retailers. 
Porter`s Five Forces analysis indicates that IKEA can be competitive and can maintain profitability in the Romanian market by managing costumer bargaining power and effectively competing against other retailers. 
Overall, the success of IKEA`s international business in a developing country like Romania can be allocate to the company`s ability to identify and leverage opportunities, manage risk effectively, and deliver high-quality products and services to its customers. Through its continued investment in the Romanian market and its focus on innovation and sustainability IKEA has he potential for continued success in Romania. 
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