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Introduction
Marketing is the job of bringing money from the customers in exchange of values (goods and services). According to Kotler and Armstrong (2012), marketing is the art and science to explore, create and deliver value in order to meet the demand of target market profitably. It is a managerial and social process through which individuals and groups meet their needs and wants by exchanging products and values with each other (Kotler and Armstrong, 2014). Successful marketing increases the brand awareness and brand value of a company in the target market. Effective marketing activities persuade customers to purchase the products of the company and thus increases the sales and profit of the company. This paper intends to discuss the internal and external analysis of the marketing environment of IKEA, furniture manufacturing company in the United Kingdom. The main focus of the report is to identify the impact of COVID-19 on the marketing activities and environment of the chosen company. The report includes analysis and evaluation of marketing process and stages, internal and external environment of marketing, segmentation, targeting, positioning, and marketing mix strategies in terms of IKEA.
[bookmark: _30j0zll]Company Overview
IKEA is a Swedish furniture manufacturing company, founded by Ingvar Kamprad in 1943, currently operating almost all over the world. The company has 471 IKEA stores in 64 markets worldwide (IKEA, 2022). The company has several businesses besides manufacturing and selling furniture. IKEA provides high functional and well-designed home and office furniture at affordable price. Its vision is to create a better life for as many people as possible regardless of their purchasing capacity.
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Figure 1: Logo of IKEA (IKEA, 2022)
[bookmark: _1fob9te]The Marketing Process
According to Kotler and Armstrong (2014), the marketing process includes the following five stages through which a company explore, create and deliver value to its target market and satisfies their needs and wants at a profit. 
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Figure 2: The Marketing Process (Kotler and Armstrong, 2014)
Understanding the Marketplace, and Customer Needs and Wants: At first, a marketer needs to understand the needs and wants of the people in the market and the marketplace. In this regards, Kotler and Armstrong suggest understanding of five core concepts related to customer and marketplace. Needs are the feeling of deprivation; they include basic physiological and social needs like food, cloth, shelter, education, treatment, affection etc. They are the part of basic makeup of human being, marketers need not to develop them. Wants are needs shaped by culture and individual personality. For example, foods and cloths are found to be different in different places in the world. Demands are the wants for which an individual has purchasing power. These needs, wants or demands are satisfied by market offerings which are combinations of goods, services, experiences and information, specifically targeting a market segment. Customers purchase these market offerings in exchange of value (usually money) to satisfy their needs and wants. Businesses aim at building profitable and sustainable relationship with their customers in the market through this process. 
Designing A Customer-Driven Marketing Strategy: In the second step, marketers need to develop their marketing strategy keeping in mind the customers. Doing so, markets need to select the market segment which they want to serve based on needs, wants and demands were identified previously. Then they should build a value proposition (the benefits and values) which will meet the needs of the target market for a profit. In this step, marketers also need to choose the desired marketing management orientation through which to serve the market. Marketers need to decide on whether they want to adopt the production, product, selling, marketing or societal marketing concept (Kotler and Armstrong, 2014). Among these marketing management orientations, marketing concept and societal marketing concept are the most customer focused (Anderson and Vincze, 2000).
Preparing an integrated marketing plan delivering superior value: Marketers need to develop an integrated marketing plan which consists of the major marketing mix tools which they use to implement the marketing strategies into actions. According to Kotler and Armstrong (2014), the four major tools of marketing mix include product (a market offering capable of meeting needs), price (charge of the offering), place (ways to make the offering available to customers), and promotion (communicating the offering and its benefits to the target customers and influence them to purchase).
Building Profitable Relationships with Customers: This step involves creating and maintaining profitable relationship with the customers by delivering superior value to them for which they remain loyal to the company. Here, "superior value" indicates the one which customer perceive valuable by evaluating the benefits against cost and comparing with the competing offerings. A customer is said to be satisfied when the actual experience/ performance of the offering matches his expectations. Customers are getting more and more importance day by day; they are engaging in brand offering shaping by interacting closely with the company and each other through digital technologies (internet and social media) (Finne and Grönroos, 2017).
Capturing Value from Customers: Besides delivering superior value to the customers, marketers need to capture adequate profit from them by selling the market offerings. Marketers need to take actions to make a buyer loyal to the company as well as persuading him to purchase. It is essential to take measures which increase the frequency and amount of product purchased by customers from the company. Also importantly, marketers need to build and maintain the right relationship with the right customer. As stated by Kotler and Armstrong (2014), a buyer who is loyal and profitable (true friends), purchase frequently and always in good amounts, deserves the highest priority of the company to invest to delight, retain and grow. On the other hand, a company need not to invest in such customers (strangers) in the target market who are not interested in the values provided by the company, and are not profitable and loyal.
[bookmark: _3znysh7]The Marketing Environment and COVID-19: A Study on IKEA
Marketing environment consists of the factors and forces which influence the ability of marketing management to create and manage relationship with the target customers (Armstrong, Kotler and Opresnik, 2019). Businesses constantly keep eyes on these factors and forces, adapt strategies and actions to the changes, or sometimes, lead the changes on their favour. According to Kotler and Armstrong (2014), the marketing environment can be separated into two broad categories -microenvironment and macroenvironment. The factors in these categories of marketing environment in terms of IKEA are discussed below with the impact of COVID-19 on them.
[bookmark: _2et92p0]The Microenvironment
The microenvironment includes the factors affecting a company's ability to serve its customers. The following factors affect the microenvironment of IKEA.
The Company: All the departments of a company - manufacturing, research and development, human resources, finance etc. besides marketing work together to understand customer needs and satisfy their demands. IKEA's manufacturing department and human resources have direct influence in making the value for customers. 
Suppliers: Being the providers of raw materials (inputs), suppliers affect the quality of the product and the timing of delivering inputs affect the timing to deliver to the customers. Wood and other accessory providers have significant impact on the function, design and quality of IKEA's furniture. 
Marketing Intermediaries: They help the company to promote, sell and distribute the products to the final customers (Belch and Belch, 2004). IKEA's distributors, financial intermediaries, marketing service agencies influence the way IKEA's products are presented, distributed and sold to the customers. 
Competitors: Having the power and potential to influence and take the customers, competitors influence the marketing strategy and actions of a company. IKEA need to constantly provide reliable quality and service to its customers to keep itself safe from such threat. Moreover, the company can learn from the success and failure of specific marketing strategies of the competitors.
Publics: The employees, media, finance providers, government and general people have interest directly or indirectly in or impact on the company's ability to serve the customers. IKEA's marketing approaches are formed considering the impact and interest of all these publics involved. 
Customers: Customers are the most important actors of microenvironment of a company. A company creates value and sells it to customers at a profit. IKEA targets customer markets (home furniture), business markets (office furniture) and international markets. 
[bookmark: _tyjcwt]The Macroenvironment
The macroenvironment includes the larger environmental factors affecting microenvironment of the businesses. The following factors affect the macroenvironment of IKEA.
Demographic Environment: The demographic environment involves statistics of age, gender, race, religion, location, occupation, market size etc. of people. The changing family structure, education and procession, increasing diversity in the international market have great impact on product and service offering (design, price, quality, function) of IKEA. 
Economic Environment: The economic environment affects the purchasing power and spending pattern of customers. Income, income growth, consumer spending pattern, income distribution etc. have leading impact on design, quality and price of IKEA's products. 
Natural Environment: The natural environment consists of physical environment and the natural resources used as inputs by the businesses or which are affected by the marketing activities of the businesses. Trees and forests are the fundamental natural resources used as inputs by IKEA and thus, the natural environment is being affected by consumption. 
Technological Environment: The technological environment consists of the inventions of modern science which create new technologies, new product and market opportunities for businesses. Internet, the world wide web (www), social media, television, smartphone, computer etc. are working as fundamental tools for operating business and marketing activities such as in IKEA.
Political and Social Environment: Laws, government parties, business ethics, corporate social responsibility are the key factors of political and social environment which affect the marketing decision and activities of businesses like IKEA.
Cultural Environment: Family, religious and educational institutions, society, media, government and other forces are the elements of cultural environment which affect the values, preferences, needs, behaviour of the individuals in the market. Culture has a strong influence on shaping the marketing offering and activities and serve the customers as per their native cultural approaches. IKEA may need to change its product design or services adapting to different cultures persistent in different geographic markets. 
The recent COVID-19 pandemic has greatly affected the economic environment - purchasing power and spending pattern of customers. People experienced decrease or termination in income and thus spent less on purchasing furniture as well as other essentials. For these reasons, sales and profit of IKEA decreased during the pandemic period in 2020 by 8% compared with 2019 in pre pandemic period as customers purchased less (Ringstrom, 2021). About 75% of IKEA's 450 stores worldwide were closed for 7 weeks from April 2020, the peak pandemic period (Milne, 2020). However, online sales have increased 30% in 2020 from 2019. In the post pandemic period, the company has been able to successfully recover from the loss encountered previously and bring back the profitability. 
[bookmark: _3dy6vkm]Internal Analysis of IKEA
Internal analysis refers to the analysis of factors of microenvironment which influence the company’s performance from inside.
[bookmark: _1t3h5sf]SWOT Analysis
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SWOT analysis is such a tool for internal analysis of a company by identifying its strength, weakness, opportunity and threat. Also, the analysis suggests possible way outs to capitalise on opportunities utilising the strengths, and eliminating encountering weaknesses and threats (Madura, 2018). The SWOT analysis of IKEA is presented below.
Strengths: IKEA has and constantly research on customer needs and preferences which allow it to produce and sell what the customers actually want. The company constantly updates its production system and technology to keep its cost down and offer the quality products at low price to the customers. The integrated supply chain of it enhances the quality and reliability of product offering. Working with and managing the suppliers and intermediaries in its favour, the company is able to operate efficiently and effectively. IKEA's brand image and vast presence in the market secures its sales to potential customers. The diversified product portfolio of the company allows it to satisfy the diversified demands of customers located in different locations. 
Weaknesses: Negative publicity (consumer injury) regarding the quality of its products hampers its brand image and sales in the market (Dragičević, 2018). The standardised products of IKEA may not be appealing to highly fashion-conscious customers. 
Opportunities: IKEA has the opportunity to enter into developing and emerging markets where there is increasing demand of furniture. Though the company has online business activities, it can increase them in the new markets. Moreover, IKEA can expand its grocery business which is highly demanding all the time (Schirone and Torkan, 2012).
Threats: The competition in the furniture industry is increasing like in other industries. Customers may prefer the products of competitors who provide customised furniture at premium pricing as average income of people is increasing. 
[bookmark: _4d34og8]External Analysis of IKEA
External analysis involves the analysis of micro and macro environmental forces which affect the operation and performance of a company. In this report, PESTEL and Porter's Five Forces Analyses are done for IKEA.
[bookmark: _2s8eyo1]PESTEL Analysis
[image: Marketing Theories – PESTEL Analysis]

PESTEL analysis is a method of analysing the macro environmental forces affecting business operation of a particular company; the acronym stands for the first letters of the following factors which are described below as per IKEA's business context. 
Political: The diversified markets in which IKEA operates demand to abide by the laws set by different governments in those regions. Stable political system and favourable relationship with the government enhance business wellbeing, while politically abreast situation and unfavourable relationship with the government challenge business performance. Considering the less impactful politics and stable political system, IKEA is expanding into Asian countries to keep itself safe from unfavourable political risks and business loss.
Economic: During the corona virus pandemic business organisations were closed down people became unemployed which decreased their purchasing power. Like other businesses, IKEA encountered losses. However, according to an article of NDTV (2021), the company respond wisely to this pandemic; it has paid 110 million euros to its employees worldwide as bonuses during the COVID-19 pandemic.
Social: Multinational businesses need to understand the foreign cultures and customer needs and preferences in order to do business there. IKEA is well-informed and conscious about cultural differences and adapt their marketing strategies according to them. However, some international controversies about faulty product design and problems in delivery have negatively affected the brand and its sales.
Technological: Online catalogue, customer reviews, and online purchase have increased the company's sales like other businesses incorporating online business. Moreover, customers can easily search on the website or app of IKEA for their desired furniture, and also compare quality, features, design and price with the competitors' products. 
Environmental: IKEA collects its inputs, woods and cotton, from sustainable sources. It is investing more money on installing fully renewable energy equipment in its stores. Thus, it is trying to be eco-friendly.
Legal: The lawsuits against IKEA regarding death and injury of consumers have cause much money and deterioration in reputation of it. It needs to safeguard its product design and delivery service to avoid such incidents.
[bookmark: _17dp8vu]Porter's Five Forces Analysis
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Porter's five forces model is a method for analysing the external micro environment of a business. The model guides in assessing the five external micro forces affecting business operation which are discussed below in the context of IKEA.
Threat of New Entrance: As entering into a furniture business does not require huge capital or complicated skills threats of entering new businesses is high for IKEA. However, IKEA's brand reputation and vast presence in the market largely secure itself from such threat. 
Competitive Rivalry: With the presence of big industry players furniture industry in the UK and outside it is highly competitive with competitive price, design and quality of furniture. The corona virus pandemic has intensified this rivalry more.
Bargaining Power of Suppliers: Presence of other furniture manufacturers and scarcity of natural resources - wood and cotton, contribute to high bargaining power of suppliers in this industry. 
Bargaining Power of Buyers: Presence of many competitors and low switching cost of buyers contribute to high bargaining power of buyers. But low and middle income of people stick the customers to companies providing furniture at low price like IKEA.
Threat of Substitutes: As there is no substitute for furniture, there is no actual threat of substitutes for IKEA.
The overall furniture industry is favourable for IKEA. However, as competition is increasing it needs to constantly innovate and offer the best value for what customers pay.
[bookmark: _3rdcrjn]Segmentation, Targeting and Positioning of IKEA
Segmentation: IKEA segments its target market based on demographic characteristics like lower- and middle-income people, 22 years and older people, and on geographic characteristic - urban people. IKEA targets customers located in international markets worldwide. On behavioural and psychographic basis, it targets the people who seeks for cost effectiveness and easygoing, simple and determined (Dragičević, 2018). 
Targeting: IKEA is characterised by differentiated (segmented) marketing strategy. It serves the market segment who wants quality furniture at low price. It has different product categories for home and corporate use, different designs and capacity of furniture based on size and income of the family. 
[bookmark: _26in1rg]Positioning: IKEA adopts mono segment and adaptive positioning. With the mono segment positioning strategy, it focuses only on the market segment which seeks for best value at lower price. With the adaptive positioning strategy, it changes its product design and bring innovation in its products adapting to the changing market trends and demands. For example, it brings minimalism in its furniture as minimalism is becoming increasingly popular. Moreover, it has invested and worked during corona virus pandemic to help the community to recover which reflects its care for the community and people. Moreover, its eco-friendly sourcing and use of renewable energy position its brand as environmentally responsible (Sustainability at IKEA, 2022). 
Marketing Mix Strategies of IKEA
[image: Marketing mix diagram infographic with flat style Vector Image]

Marketing mix strategies of IKEA outlines the key strategies regarding 4Ps of marketing - product, price, place (distribution) and promotion. 
Product: IKEA offers a wide range of furniture for home and corporate use. It offers products for families with different size and income, with different use and purpose, different materials, design and performance etc.
Price: Low pricing for healthy living is the vision and mission of IKEA. It focuses on controlling its cost and being efficient in sourcing, manufacturing and distributing activities. 
Place: IKEA keeps its manufacturing facilities close to suppliers and materials are bring to manufacturing facilities directly from suppliers. Distribution centers are built near ports so that transportation cost remain low by using sea transportation (Dragičević, 2018). 
Promotion: It uses advertising media like print, billboard, social media, TV, magazine, newspaper etc. Its advertisements reflect importance of home and family life, gender equality, solutions to problems at affordable price (Czajkowska, 2020). 
[bookmark: _lnxbz9]Conclusion
Marketing is one of the three fundamental functions of businesses - operations management, finance and marketing (McDaniel, et al., 2012). Marketers need to have wide understanding of the marketing process, marketing environment, and marketing strategies (STP and marketing mix) to target the most suitable customers and serve them profitably by offering superior value. A careful analysis of the competitors, and market trends and demands guide a company to adapt its strategies through innovation and change like what IKEA does. This report has analysed the internal and external marketing environment of IKEA reflecting the impact of COVID-19 on its operations and marketing strategies.
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