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· [bookmark: _Toc121845093]Introduction:
IKEA is a Swedish organization that produces high-quality and cost-effective furniture. The organization has immense customer loyalty due to the products and services it provides. Apart from having high-tech physical stores across various locations globally, the organization also has a tremendous online presence which allows them to effectively retain its customers. The IKEA website also enables the users to post their honest reviews which helps in building customer trust also their products are eco-friendly which even enhances the reputation of the organization.
· [bookmark: _j6dd9hyewugk][bookmark: _Toc121845094]Brief Background Information About IKEA:
IKEA is a Swedish organization that develops a wide range of furniture at affordable prices so that their products can be used by all. IKEA has almost 457 stores within 62 markets with 277 stores in Europe, 77 stores in Asia, 11 in Oceania, and 71 stores in North America. IKEA has been creating more stores within the centre of the cities to create a convenient shopping experience for all its customers (IKEA, 2022). The organization has implemented steps such as the use of renewable sources of energy within their stores and is also implementing steps which would enhance overall sustainability and enhance climate positivity. 
· [bookmark: _ass5nyx9u86i][bookmark: _Toc121845095]PESTEL Analysis:
	Political 
	The marketing and sales of organizations and brands like IKEA within the UK are mostly influenced by Brexit and through elections within other countries. These principles are shared by all the distributors and suppliers and they perform their activities by keeping in mind these “Code compliances” (Singh et al. 2021). The pandemic has also played a part in slowing down the GDP and this has also impacted the marketing strategies of the organization.

	Economic
	The organizations like IKEA are looking to modify the prices of their products because of the inflation rate within the UK and also due to the pandemic. The breakdowns and the lockdowns during the pandemic have put a negative impact on the overall economy. The rate of exchange for the US dollar plays an important role for other international currencies. IKEA is a Swedish firm that has a special relationship with the dollar (Singh et al. 2021).

	Social
	An organization's image is usually affected due to various cultural difficulties and various other social factors. An organization like IKEA needs to abide by these social norms, for example inside the Russian catalogue of IKEA they had removed an image of same-sex couples because homosexuality is considered shameful within the country similarly IKEA had removed the images of women within the catalogue of Saudi Arab and for both these reasons their marketing strategy was criticized within the western countries (Hassan and Yazdanifard 2019).

	Technological
	To reach a wider audience organizations like IKEA use digital media. The delivery systems and their e-commerce platforms play an important part in organizational reach. IKEA uses paper catalogues to showcase its products along with its website. The IKEA website allows its users to place orders online and also tries to provide a realistic experience for its customers.

	Environmental
	The products which are produced by IKEA are eco-friendly and they are also aiming to power all their stores with renewable energy. They have also invested close to $1 billion in the poorer nations towards renewable sources of energy. Their products are also being developed using sustainable sources (Yurt and Deniz 2021). 

	Legal 
	IKEA follows the laws and regulations of the country within which it operates. The physical stores of IKEA need to be up-to-date concerning the labour law of the country within which it is conducting its business. IKEA implements steps that ensure that their products are safe and also implements measures to reduce lawsuits that might affect their reputation.



· [bookmark: _vp4qq8gph47n][bookmark: _Toc121845096]Porter's Five Force Model:
Porter's five force model is one of the most renowned models which enable the managers of an organization to effectively make strategic decisions by using "five competitive forces". This model consists of five forces, "threat of potential new entrants", "threats from substitute products or services", "suppliers' bargaining powers", "bargaining power of buyers" and "rivalry among current competitors."
[image: ]
Figure: Porter's five force model
(Source: Dudovskiy, 2018)
IKEA's threat from various substitute services and products is low as to meet the demand for the products and the overall services which an organization like IKEA can provide are very challenging. The loyalty of the customers to IKEA and also the marketing strategies which are implemented by IKEA reduce the chance for any substitutes to succeed. Hence the overall threat of IKEA from substitute services and products is very low. 
The rivalry among existing firms is very intense within the global market as within the global market of "discount furniture" there are various major organizations like Walmart Stores, Galiform plc, and Euromarket Design Inc providing stiff competition to IKEA. However, within this market of various discounted furniture, IKEA is the market leader. 
The potential threat of any new entrant that can disrupt the business plans of IKEA is quite low because to get a hold within this saturated market a huge amount of investment and expertise is required. This gives organizations like IKEA an edge over newer entrants who are looking to make a mark within this competitive market. IKEA also largely benefits largely due to its great international sales and this even allows the organization to maintain prices that are quite competitive. Newer entrants will find it challenging to compete with IKEA concerning its pricing strategy hence IKEA's threats from these organizations are significantly low (Dudovskiy, 2018).
The volume of orders that an organization can place enables the growth of the suppliers. IKEA is one of the largest retailers of furniture and so it can place orders which are of huge volumes. Due to these large volumes of orders that IKEA places, the organization has huge bargaining power over its suppliers. Some of IKEA's products are produced by them but about 89% of all their products are sourced from their suppliers which are present all over the globe. IKEA is the largest retailer of furniture and does not depend on any one of its suppliers and this miniature supplier size concerning IKEA gives these suppliers almost no bargaining power (Dudovskiy, 2018). 
IKEA sometimes lacks the ability which allows them to retain their customers as they have not implemented the approach of “customer switching cost”. The customers of IKEA can easily switch to alternate brands without any additional costs. This enhances the bargaining ability of IKEA’s customers. The buyers of IKEA even possess higher bargaining power because the overall concentration of buyers for a global furniture chain like IKEA is much higher when compared to its suppliers. The business strategy which is followed by IKEA is cost leadership and this particular strategy affects the bargaining power of the customers (Dudovskiy, 2018). IKEA will be unable to retain its customers if it finds it challenging to sustain the competitive prices of its products. Hence the bargaining power of IKEA’s customers is much higher. 
· [bookmark: _li4geo7i6a91][bookmark: _Toc121845097]SWOT Analysis of IKEA:
	Strength

· IKEA has earned its reputation for producing cost-efficient and stylish furniture and they have a vast number of physical stores which are ultra-modern. 
· IKEA has a very clear vision concerning its market strategies and it looks to satisfy the demands of the customers irrespective of the market scenario.
·  IKEA's products are developed in such a way that they can be easily assembled by their customers which enables them in reducing their overall costs. This organizational concept has made IKEA one of the leading furniture retailers (Miller and Smith 2021).

	Weakness

· Most of the IKEA stores of IKEA are not present in the centre of the city and it also takes a lot of time to plan a new store. 
· The organization tries to produce the best quality furniture for all its stores across the globe. IKEA sometimes finds it a bit challenging to maintain the same level of quality across all its stores (Miller and Smith 2021). 
· The profitability of the organization has also been affected due to IKEA’s focus on cost leadership. The organization sometimes finds it challenging to maintain the level of quality for its products due to the increase in the cost of raw materials. 

	Opportunities

· IKEA with its low-cost production can easily expand within low-cost markets. 
· IKEA also sources its raw materials locally and also implements pick-up formats as well as e-commerce which enables them to reach a large number of customers (Miller and Smith 2021). 
· The use of sustainable products and techniques has also greatly improved its brand image.  


	Threats

· The business model of IKEA which includes the production of furniture which have a lower cost has been easily imitated by IKEA's rival. 
· The organization to stay in the competition needs to continuously use innovative approaches and techniques. 
· With the increase in the number of online shopping platforms, various online retailers are being able to provide products at a much lower cost because they do not have any physical presence which can act as a threat to the marketing strategy of IKEA (Miller and Smith 2021).  


[bookmark: _r89q4epq2cfm][bookmark: _Toc121845098]



· Segmentation, Positioning, and Targeting:
	Geographic
	Demographic
	Behavioural
	Psychographic

	IKEA's target customer segments are from Asia, Australia, Europe, America, and Russia. IKEA has a total of about 11 franchisees which usually operate within 500 locations globally.  Their physical stores are present in the centre of a city and they target the urban populations (Dudovskiy, 2022).
	The products which are developed by IKEA are targeted at age groups from 18 to above and can be used by people of all genders (Dudovskiy, 2022). Their products can be used by large families as well as nuclear families. 
	IKEA has a loyal customer base and their customers do not tend to switch to other brands frequently. Due to their cost-effective and good quality products, they can effectively retain their customers. Users of any status like first-timers, regular users and non-users can very effectively and easily use IKEA's products (Dudovskiy, 2022).
	IKEA's products are targeted at people of all social classes as their products are very cost-effective (Dudovskiy, 2022). Their products can be easily affordable by customers of all lifestyles as IKEA sets the price of their products by analysing the market demands and the current market scenario of a particular region. 






· IKEA Follows Various Types of Positioning Approaches:
I) Adaptive Positioning Approach:
IKEA periodically repositions its products and also its services by keeping in mind the changes in customer preference. During the designing phase of their products they also accurately analyse the preference of the customers which are dynamic. For example, within the latest products which are being produced by IKEA, there has been an increase in minimalism which is according to the latest market demands (Burt et al. 2021).
II) Aesthetic Positioning Approach:
IKEA, which is the world's largest retailer of furniture, uses the concept of "democratic design" while developing its products. IKEA develops its products by analysing the preface of the customers from a particular segment and produces their products by evenly balancing three factors which include sustainability, quality, and cost-effectiveness (LEE et al. 2022).  
· [bookmark: _89iy4wrntc4d][bookmark: _Toc121845099]Marketing Mix Strategies of the Organization
· IKEA follows the 4Ps marketing mix which includes:
I) Product:
The products which are produced by IKEA are cost-effective and of good quality which enables a lot of people to buy their products and they can be easily assembled at home. IKEA sells their products as flat packs rather than furniture which are already assembled, which plays an important role in the overall reduction of the prices. IKEA produces almost 12000 products and every year they plan to produce almost 2000 innovative products. IKEA can effectively maintain this low price of their products because of the economic scale from which the organization benefits at the global level (IKEA, 2022).


II) Price:
The pricing strategy that IKEA implements usually enables them to appeal to the emotional side of the customers rather than their rational decision-making. Their strategy is based on "cost leadership" which is achieved through various ways that reduce the overall cost of their products without hampering their product quality (Saldanha 2019). Different cost-effective techniques implemented by IKEA are using smart technologies during the production stage, flat-packing, implementing smart designs for their furniture, maintaining long-term and healthy business relationships with their suppliers and always looking for innovations through continuous research and development.
III) Place:
IKEA implements geographical pricing which means that their product prices differ concerning the geographical locations. Price varies due to various factors like the cost of the raw materials within a particular market, the overall competitive environment, and lastly the overall labour cost of a particular region. Almost 22% of IKEA's products are developed in China and the supply chain of IKEA has 1800 suppliers within 50 countries and even uses about 42 "trading service offices" globally (IKEA, 2022).
IV) Promotion:
The main selling point of IKEA is its good quality affordable products. IKEA uses both traditional as well digital platforms to promote its products. They use both physical as well as online catalogues for their products, promote their products via newspapers and televisions, and use various social media platforms within their website they allow users to review their products based on their experience (Garnier and Poncin 2019). 
· [bookmark: _8mr2s43yhk31][bookmark: _Toc121845100]Recommendations:
The marketing method that IKEA uses is "traditional direct marketing" which uses mail, flyers and physical catalogues instead of focusing on modern approaches. The organization can use social media as an effective tool to effectively promote their products and also will allow them to understand the current market trends and also customer demands. Social media can be an effective source of information for IKEA in understanding customer needs (Dameh et al. 2019).
[bookmark: _ww5q6xi96h0i][bookmark: _Toc121845101]
· Conclusion:
This can be concluded that IKEA is an organization that specializes in developing products which are of low cost but they do not hamper the overall quality of their products. IKEA accurately analyses the market where their stores are set and effectively prices their products keeping in mind the labour cost of that region, the cost of the raw materials which are required for developing the product, and also the customer demands of that region. The organization also uses various techniques during the development stages of its products which reduces environmental hazards. 
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