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Executive Summary

IKEA is an international enterprise offering a wide range of home furnishing products which are well-designed, functional and affordable.  Ingvar Kamprad, the founder of the IKEA Operations, wanted to create an ownership structure by setting up trusts, foundations and holding companies.  This could help protect the company from being torn apart due to family dispute in the long term (Regani, 2005).  He founded IKEA in 1943 at the age of seventeen.  Kamprad began by selling knickknacks and trinkets before moving on to furniture five years later.  IKEA expanded beyond Sweden in 1963 and opened its first U.S. store in Philadelphia in 1985.  The IKEA Group operates throughout the whole value chain from range strategy and product development to production, distribution and retail.  In September 2017, IKEA Group bought TaskRabbit, an online marketplace based in the U. S. for odd jobs such as assembling furniture.  This was its first acquisition outside the group of companies that make up IKEA.  This strategy is necessary as the market transforms and becomes a new way for the company to keep the costs down.  This is an example of keeping prices down at the same time when IKEA is trying to offer the best in the market using partnership (Reuters, 2018).  Being the biggest furniture retailer internationally, IKEA Group has “to maintain or raise already high levels of investment in coming years as it adapts to the fast-changing shopping habits”, according to IKEA’s CFO Juvencio Maeztu during his first interview with Reuters in February 2018. 

This consultant report aims to carry out a strategic internal and external audit by conducting a SWOT analysis on IKEA Group and an environmental scan.  The relationship between organization structure and strategy is examined.  As IKEA Group would like to expand its current business operations in Asia, it is recommended that IKEA Group to expand its market and open the first store in Vietnam.  An external audit is conducted through an environmental scan in order to understand ten different aspects concerning the new market.  SWOT Matrix is used to formulate a strategy to explore the new market and four strategic options are recommended.  The options include diversification, product development strategy, market development strategy and market penetration.  Barriers that the company may encounter during implementation of its strategic choices are also included.  

The dynamics of expanding in a new market will be examined with recommended solutions on how to overcome the barriers.  There are three main recommendations:
· IKEA Group should maintain a single and standardized internationalization strategy with a flexible approach in meeting the needs of the Southeast Asian market.
· IKEA Group should train and develop its managers to pay attention to the impact of cultural differences on work practices, industrial relations and employees’ relationships with managers.
· IKEA Group should formulate a long-term strategy in driving a data-driven change in other countries by using technology in big data and data analytics.  

Vietnam is considered by foreign investors as one of the most attractive markets in the Asia Pacific Region because it has a steadily increasing GDP and booming FDI, according to the 2018 Vietnam’s Furniture & Home Décor report released by the EU-Vietnam Business Network (EVBN).  When the economy of Vietnam continues to improve and grow, the home décor and furniture industry is expected to grow along with it.  Whilst the household incomes begin to increase resulting in an improvement of living standards, it is anticipated that local consumers become more willing to buy goods with high-quality.  Foreign furniture brands such as UMA and JYSK have already opened stores in Vietnam to meet demand, recognizing the potential of the growing furniture market.  It is therefore concluded that a clear strategic plan is needed for IKEA Group’s future development.  Expansion of market to Vietnam, an opening up the Southeast Asia market, is a challenging but feasible option.
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1. Introduction

	Strategic management is concerned with two main objectives.  The fundamental objective is to survive amid the fierce competition in the market.  The objective in the longer term is to make use of the company’s competitive edge or competitive advantage to add value and expand in the market.  David & David (2017) mentioned that three questions were of utmost importance during the development of a strategic plan.  Firstly, “where are we now?” Secondly, “where do we want to go?”  Finally, “how are we going to get there?”  This report consists of three main sections.  The first section aims to carry out a strategic external and internal audit by conducting an environmental scan and a SWOT analysis on IKEA Group.  The relationship between organization structure and strategy will be examined.  As IKEA Group would like to expand its current business operations in Asia, as a strategic management consultant, the researcher will recommend IKEA Group to expand its market and open the first store in Vietnam.    In the second section, SWOT Matrix will be used to formulate a strategy to explore the new market and strategic options will be recommended.  The third section will examine the characteristics of the new market and the barriers that the company may encounter during implementation of its strategic choices.  The dynamics of expanding in the new market will be examined with recommended solutions on how to overcome the barriers.

2. IKEA Group

2.1 Background and organisation structure

	In order to understand IKEA Group’s strategy, it is essential to begin by looking back at its roots.  Ingvar Kamprad founded IKEA in 1943 at the age of seventeen.  Kamprad began by selling knickknacks and trinkets before moving on to furniture five years later.  IKEA expanded beyond Sweden in 1963 and opened its first U.S. store in Philadelphia in 1985 (Colquitt et al. 2017).  Kamprad intended to protect the company from falling apart due to family dispute and created an ownership structure by setting up trusts, foundations, and holding companies as a long-term approach in 1982 (Regani, 2005).  The company has been offering different series of affordable, functional and well-designed home furnishing products.

The IKEA Group has been owned by a foundation in the Netherlands since 1982.  The foundation is called Stichting INGKA Foundation.  Its purpose is to fund charity through the Stichting IKEA Foundation in the Netherlands and to reinvest in the IKEA Group (IKEA, 2019).  IKEA operates 390 stores in 52 countries worldwide, employing 211,000 employees.  IKEA tries to instill specific traits in its employees and its organizational culture.  For example, new hires are given the “Little IKEA Dictionary” that describes the importance of humility, heritage, simplicity, equality, togetherness and sustainability (Colquitt et al. 2017). 

The IKEA Group operates throughout the whole value chain from range strategy and product development to production, distribution and retail.  Being the largest furniture retailer in the world, the IKEA Group has “to maintain or raise already high levels of investment in coming years as it adapts to the fast-changing shopping habits”, according to the new CFO Juvencio Maeztu during his first interview with Reuters in February 2018.  In September 2017, IKEA Group bought a US based online marketplace called TaskRabbit, which offered odd jobs such as assembling furniture.  This became IKEA Group’s first acquisition ever outside the group of companies that make up IKEA.  This strategy is necessary as the market transforms and a new way to keep prices down at the same time so that IKEA is able to offer the best in the market.

2.2 Vision and Mission

IKEA’s vision was “To create a better everyday life for the many people”.  The word “people” refers to customers, employees and the community as a whole.  The company not only attempts to create a better life for its customers, but also believes that when the company takes care of its staff and their needs, the staff will be more productive and committed in providing services to customers and the community.  Kamprad, the founder, has once written the following in a manifesto, which reflects the core values of IKEA’s culture,

“The true IKEA spirit is still founded on our enthusiasm, on our constant will to renew, on our cost consciousness, on our willingness to assume responsibility and to help, on our humbleness before the task and on the simplicity in our behaviour.  We must take care of each other, inspire each other.”

IKEA’s mission is represented in the “IKEA Concept”, which begins with “the idea of providing a range of home furnishing products that are affordable to the many people, not just the few” (IKEA, 2019).  Through combining function, quality, design and value as well as with sustainability in mind, the “IKEA Concept” can be found everywhere in the company, from “design, sourcing, packing and distributing through to the business model”.  The ultimate vision of the company is “To create a better everyday life for the many people” (IKEA, 2019).


2.3 Strategic internal audit

2.3.1 Internal analysis on strategy and organisation structure

The definition of strategic management is ‘the art and science of formulating, implementing, and evaluating cross-functional decisions that enable an organization to achieve its objectives’ (David & David, 2017, p. 39).  As this definition implies, the strategic management of a company has to focus on achieving organizational success through integrating and aligning various functions such as management, marketing, finance and accounting, production and operations, research and development, and information systems (David & David, 2017).  These perspectives have to be under constant analysis so that a company can modify and adjust its strategy for continuous development.  It is also important to examine the organization structure in order to decide whether it is able to support the company’s function and operation.

	The IKEA Group is led by its President and CEO, Peter Agnefjäll, together with Group Management.  The IKEA Group franchises the IKEA retail system and methods from Inter IKEA Systems B.V. in the Netherlands. Inter IKEA Systems B.V. is the owner of the IKEA Concept and the worldwide IKEA franchisor (IKEA, 2019).

Figure 1 IKEA’s Organization Structure (Source: www.ikea.com)
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	Figure 1 shows the IKEA’s ownership structure.  The IKEA group is owned by the Stichting Ingka Foundation, which is registered in the Netherlands and owned by the Kamprad family.  Stichting Ingka Foundation owns Ingka Holdings BV, the holding company for the IKEA Group.  The IKEA Group consists of several companies from the Swedwood Industry Group to various sales companies.  Inter IKEA Systems BV is the owner of the IKEA concept and trademark, and has franchising agreements with all the IKEA stores in the world.  The IKEA Group is the biggest franchisee of Inter IKEA Systems BV.  The company has a clear internal structure and is able to support the functions and operations of every retail store in the world.

2.3.2 SWOT Analysis

It is important to know the company’s strengths and weaknesses and what opportunities are available and what kinds of threats the company is facing.   In this section, an internal audit on IKEA Group will be conducted by using SWOT analysis.  The business model, target customers, production, R&D, finance, sustainability will be examined and assessed.  The analysis is mainly based on online research including the official IKEA website, SWOT analysis on Strategic Management Insight (Jurevicius, 2013) and news.

Strengths
· The IKEA Group’s biggest strength is having a clear vision and mission, which is communicated to its customers and embraced by its employees.  This vision and mission forms a simple but well-defined concept for the business strategy.  
· Furthermore, the IKEA concept is widely communicated throughout the company and is fully embraced by its employees.  Its clear concept is being put into a series of DIY products so that customers can assemble themselves resulting in reducing the overall costs. Its cost leadership focus transforms IKEA into the world’s leading furniture retailer and its supply chain integration is another success.  IKEA is able to maintain a long lasting relationships with its suppliers and is able to order large volumes with low price and great quality.  It is a huge advantage over its competitors in the industry and becomes a key competitive advantage.
· IKEA has been using innovations to reduce costs all the time.  It is important that it constantly uses innovations to drive costs down and finds new and innovative ways to contribute to sustainable environment through new ways of packaging, handling and transporting materials.
· IKEA establishes a brand reputation and has a long standing presence in the furniture market worldwide.  According to Interbrand, “IKEA is the most valuable furniture retailer brand in the world, valued at nearly US $12.8 billion in 2012”.  As of June 2019, there are 433 IKEA stores operating in 52 countries and in fiscal year 2018, US$44.6 billion worth of IKEA goods were sold.
· Compared to its competitors, IKEA has a diversified product portfolio.  Apart from selling furniture and home furnishing products, the company also runs grocery shops, restaurants, as well as interior design for houses, flats and gardens.
· Through a series of human resource management practices, IKEA has an innovative, stable and committed workforce.  It was listed among the ‘100 Best Companies to Work For’ in Fortune in January 2005.  IKEA’s positive human resource policies are supported by a strong and nurturing culture which promotes creativity and diversity.
Weaknesses
· Since the IKEA Group is a multinational business operating stores in a large number of countries and cities in the world, the large business size means that it is difficult to maintain standards across different locations despite standard procedures in place.  Although the management has been trying to apply uniform standard and quality requirements across its wide range of products in all countries, the quality control issue remains a major weakness.
· Despite the fact that the IKEA Group has been labelled as one of the best companies to work for in the past, in some countries, the company has been under criticism on issues like poor employee treatment, inappropriate advertising practices and government lobbying.  These issues led to negative publicity harnessing the brand reputation and affected customer loyalty.
· With its major focus on cost leadership, it is difficult for IKEA to control and ensure the best quality of its products and services, especially when the costs of raw materials continue to go up.  This will certainly have an impact on the company’s profits as a whole.  On the other hand, it is difficult to find a balance between continuous cost reductions and maintaining a high quality of goods, in particular the same standard has to be maintained worldwide.  It also leads to the disadvantage that it is not possible to offer more customized products allowing its competitors to fill this gap.
· IKEA Group has been facing challenges from environmental concern groups on its operations and how the company formulate policies to address sustainability and corporate responsibility, which are also the concern of customers, shareholders, and other stakeholders.
Opportunities
· Despite the challenges from environmental concern groups in some countries, the IKEA Group has been developing a “green” business model with a view to attracting customers who are concerned about the sustainability of the environment when they shop.  This kind of “ethical” customers are increasing in both the developed and developing countries.  This gives the IKEA Group a good opportunity to leverage on this worldwide “Ethical Chic” to benefit the society in the long run.
· Another opportunity is the company’s strategy to further expand into emerging markets or developing countries such as the Southeast Asian Region.  There is a large potential of customer base for increasing profitability.  The experience of IKEA entering China and the Indian markets like China and India with a major focus on cost leadership, has yielded benefits to the company’s strategy in expanding to new market such as Vietnam.
· According to Jurevicius (2013), IKEA’s online retail sales accounted for 17% and 4% of the total retail sales in UK and US respectively.  This growing online sales paves the way for IKEA to explore more possible way to increase its sales through its websites with lower costs at the same time.
· The continuous high demand for grocery products and healthier food create an opportunity for IKEA to introduce more grocery stores and restaurants along side with its retail shops.  The current business model of combining food outlets, grocery stores with the retail stores have been successful and should be adopted in future expansion.
Threats
· IKEA’s cost leadership business model has been facing intensified competition from its competitors such as Walmart or Tesco, which are trying to enter home furnishing and DIY markets like the IKEA.  These large regional and local companies also have the advantage of low costs, stable and effective supply chain as well as market present in their specific region or area.  They can easily challenge the IKEA Group’s leading market presence.
· With the increased popularity of internet and online shopping worldwide, low costs and DIY are no longer the sole “Unique Selling Proposition” of IKEA.  The large number of online furniture or home furnishing products retailers can offer even lower costs given the fact that they operate virtually without physical stores and they have a clear advantage over IKEA.
· In countries where there has been a growth of average income, customers may not be willing to buy low quality products even though the price is also low, which is exactly what IKEA stores are offering.

2.4 Strategic external audit by environmental Scan 

	After examining the internal strengths and weaknesses of IKEA Group and what threats and opportunities it is facing, we will now look at the external environment by reviewing Vietnam from the following ten perspectives.  This external audit is mainly based on online research from the IKEA official website, the “Vietnam Market Profile” on the Hong Kong Trade Development Council website and the Central Intelligence Agency (CIA) World Factbook.

Social

	Vietnam has a population of around 97 million as at July 2018.  Vietnamese is the official language while English is becoming the second language.  French and Chinese are also widely used in some areas.  There is no dominant religion in Vietnam.  People between 25-54 years of age account for 45.67 percent (male 22,378,768 /female 21,939,925) of the whole population.  36.6 percent of the population live in urban areas. 

Political

	The political system of Vietnam is socialist republic.  The Chief of state is President Nguyen Phu TRONG.  The head of government is Prime Minister Nguyen Xuan PHUC.  The Cabinet is proposed by the Prime Minister, confirmed by the National Assembly and appointed by the President.  The President is indirectly elected by National Assembly from among its members for a single 5-year term.  The last election was held on 2 April 2016 whilst the next election is to be held in spring 2021.  The country continues to experience small-scale protests calling for increased political space, or the lack of equitable mechanisms for resolving disputes.  These protests held in the urban areas are  often organized by human rights activists but there are involvement of various ethnic minorities in some protests held in rural areas.

Administration

	Vietnam joined the World Trade Organization (WTO) on 11 January, 2007, following more than a decade-long negotiation process.  WTO membership has provided Vietnam an anchor to the global market and reinforced the domestic economic reform process.  In November 2018, the government modified the anti-corruption law to deal with the private sector corruption.  Apart from the private sector, the revised law, which has been in effect since 1 July this year, also concerns agencies and organisations responsible for controlling corruption.  

Commercial

	Foreign investments in the country are overseen by an Investment Promotion Department under the Ministry of Planning and Investment (MPI).  There are also investment promotion agencies being set up in most of the provinces and cities.  The role of the agencies is to coordinate information such as trade regulations for investors who can request support from them, whenever needed.  The business environment of the country has been improved steadily with significant progress.  In the World Economic Forum's Competitiveness Index, Vietnam was seen to have improved by five places to 55th (out of 137) in the 2017-18 edition.  In the 2019 World Bank's Ease of Doing Business Index, it ranks 69th among 190 economies.  The heavy investment in power and transport infrastructure by the government demonstrates the determination of meeting the increasing demand leading to a positive feedback from the manufacturing sector.

Economic

	Vietnam has become a lower-middle-income country through the transformation from a centrally planned economy to a market economy in the recent decades.  Due to a large increase in domestic demand and manufacturing exports, Vietnam achieved a 6.8 percent GDP growth in 2018.  The country’s economy continues to show fundamental strength, supported by robust domestic demand and export-oriented manufacturing.  Globally, Vietnam is regarded as one of the most dynamic and fastest-growing emerging markets.  The drastic growth of 2018 is expected to carry forward into 2019 and 2020, due to a healthy private consumption facilitated by rising consumer spending power and strong private credit growth.  In 2018, a continued export demand for electronics became the driving force for expansion in manufacturing output and solid economic growth.  The country’s “Socio-Economic Development Strategy” – a 10-year strategy from 2011-2020 – highlights the need for structural reforms, environmental sustainability, social equity and macroeconomic stability.  The Socio-Economic Development Plan for 2016-2020 is instrumental in accelerating economic and social reforms.

China

	IKEA has been present in China since 1998 and the company has established eight stores so far.  IKEA’s expansion in China is considered fairly slow but the company still views it as successful (Johansson & Thelander, 2009).  The challenges that IKEA faced in China will be a good lesson learnt for IKEA to expand in other Asian countries such as Vietnam.  Asia only accounted for 3 percent of IKEA’s turnover but accounted for 30 percent of its sourcing ten years ago.  When entering the China market, price is always a major challenge for retailers and companies have to bear in mind that China is a market with a unique culture.  It will be the same in other Asian countries when the focus on low price will be a big challenge.

Legal

Vietnam adopts the civil law system and has a European-style civil law called the “civil code of 2005”.  In June 2018, the government replaced the 2004 version and passed a new Competition Law.  The new Competition Law has been in effect since 1 July this year which focuses on competition restraining agreements, market dominance, economic concentration and unfair practices.  The new law has widened its scope to cover both local and foreign companies, corporations and individuals to prevent any potential competition restriction impact on the domestic market. Competition restriction impact means that the impact will “exclude, reduce or hinder competition” in the market.  Whenever any offshore activities having an impact on the local market, the Vietnamese government will exercise authority to control such activities.  Even if a foreign company does not have a subsidiary in Vietnam, the new law will still apply to any unfair agreements or activities of foreign entities' part.

Industry

	Vietnam has been negotiating a trade agreement and an investment protection agreement with the European Union pending ratification.  The new agreement, once in force, will eliminate 99 percent of all tariffs, streamline regulatory processes, remove red tape, open up markets and services and make sure the agreed rules are followed.  It will further enhance trade and growth as well as create new jobs for both sides.  UMA (now called BAYA), a local furniture store, started a small shop in Hanoi 12 years ago.  The brand has become the most established furniture retailer in the country.  It delivered home furnishing products to 250,000 customers in different provinces and cities and provinces on an annual basis.  Other big companies such as JYSK and BoConcept also selling Nordic furniture and home décor have established market presence in Vietnam in recent years.

Technology

Modernization and expansion of the telecommunication system in Vietnam is seeing drastic progress in recent decades.  Competition in technology development is thriving in the market place while fixed telephone line is being taken over by mobile.  The government is the driving force for technological growth with five major operators being awarded 4G licenses.  The capital, Ho Chi Minh City, is planned to be the first smart city in Vietnam with cloud computing infrastructure, big data, data centres and security-monitoring centres.  Over 52 percent of the population are internet users and the mobile phones market has been growing rapidly.  Domestically, all provincial exchanges are digitalized and connected to Ho Chi Minh City, Hanoi and Da Nang by fiber-optic cable or microwave radio relay networks. 

Historical factors

Vietnam was invaded by France starting from 1858 and the conquest was completed by 1884.  Inn 1887, Vietnam became a part of French Indochina.  After World War II, despite the fact that Vietnam declared independence, Vietnam remained under French rule until 1954 when the Ho Chi Minh communist forces defeated France.  Under the Geneva Accords of 1954, Vietnam was divided into North, ruled by the communist party. and South, ruled by anti-communist party.  Through the 1960s, the US has been giving economic and military aid to South Vietnam with a view to strengthening the government.  Following a cease-fire agreement in 1973, the US armed forces were withdrawn.  In 1975, two years after the cease-fire agreement, North Vietnamese forces reunited the country under communist rule.  After the re-unification of the country, Vietnam has been experiencing slow economic growth for over a decade due to conservative leadership policies, persecution and mass exodus of successful South Vietnamese merchants and international isolation.  In 1986, the Vietnamese government enacted the Vietnam's "doi moi" (renovation) policy.  The authority has committed to modernizing the economy, introducing structural reform, increasing economic liberalization and offering opportunities for export industries under a stable environment.  

3. Strategy Generation on Market Expansion 

3.1 Strategies formulation by using SWOT Matrix

	In March this year, IKEA invested more than $500 million, as an initial step, to build a retail centre network and warehouse in Hanoi, Vietnam, forming part of its global expansion strategy in Southeast Asia.  “Expansion to Vietnam is part of the overall plan to make IKEA more accessible to people around the world,” said a representative from Inter IKEA Systems B.V.  In this section, a SWOT Matrix (Figure 2) will be used to formulate the strategies for IKEA Group to expand its market in Vietnam based on the four categories, SO (strengths-opportunities) Strategies, WO (weaknesses-opportunities) Strategies, ST (strengths-threats) Strategies and WT (weaknesses-threats) Strategies.

	
	Strengths
1. Clear vision with articulate business strategy
2. IKEA Concept embraced with focus on cost leadership
3. Long-term relationship with suppliers
4. Long-standing market presence and brand reputation
5. Diversified product portfolio
6. Innovative, stable and committed workforce
	Weaknesses
1. Difficult to control standards
2. Questionable advertising practices
3. Low quality of products and no customised products
4. Environmental concerns

	Opportunities
	SO Strategies
	WO Strategies

	1. Rise of ethical consumers
2. Cost leadership giving customers addition of value
3. Untapped customer base for effective profitability
4. Increased sales and lower costs via growing online sales in UK/US
5. Continuous high demand for grocery products and healthier food
	1. Adopt standardised approach in store design and range of products (S2, S3, O2)
2. Develop internal and online sales strategy (S3, S4, O3, O4)
3. Employ local staff (S6, O3)
	1. Focus on R&D & continuous innovation of new products (W1, O2)
2. Partner with local advertising company to enhance publicity (W2, O1)
3. Enhance market research on product diversifications (W3, O5)

	Threats
	ST Strategies
	WT Strategies

	1. Low cost model copied by rivals
2. Increased number of competitors on internet
3. Growing consumer income that people less willing to buy low quality products
	1. Focus marketing strategy on brand reputation and IKEA Concept (S1, S2, T1)
2. Focus on store design to attract younger customers (S2, S5, T2)
	1. Partner with local advertising company for promotion of IKEA Concept (W1, T1, T2)
2. Focus on R&D and promote sustainability (W4, T3)


Figure 2 A SWOT Matrix for IKEA Group

3.1.1 SO Strategies

	This strategy aims to use IKEA Group’s internal strengths to take advantage of the external opportunities for market expansion.  IKEA Group must build and leverage on its competitive advantage and formulate strategy superior to its competitors in Vietnam.  Firstly, it should adopt a standardized approach in store design and product range in Vietnam as cost leadership is the main strength of IKEA Group.  As mentioned in the previous section, IKEA has become one of the largest furniture retailers in the world due to integration of the supply chain.  With a long lasting relationship with its suppliers, the IKEA Group is able to order large volumes with low price and great quality.  It is a huge advantage over its competitors in the industry and becomes a key competitive advantage.  In addition, its brand reputation with a long standing market presence as well as its diversified product portfolio allow IKEA Group to be quickly recognized by the customers in Vietnam.  The second strategy will be developing internet and online sales to increase its customer base and attract young people.    Coupled with the stable social and economic environment in Vietnam as well as the large percentage of younger generation in the population, IKEA Group should employ more local people as staff in order to create a stable and committed workforce.

3.1.2 WO Strategies

	This strategy aims at improving the internal weaknesses of IKEA Group by taking advantage of the external opportunities.  While IKEA’s major focus is cost leadership, it is difficult for IKEA to control and ensure the best quality of its products.  In particular, under the present commercial environment where the costs of many raw materials have gone up, this will certainly leads to an impact on the company’s profitability.  Therefore, in order to meet the needs of the customers in Vietnam, it should focus on research and development (R&D) as well as continuous innovation of new products and focus on the product range and keep the prices low.  Given the fact that Vietnam has achieved a growth of 6.8 percent in GDP in 2018 exceeding its 2017 GDP growth target of 6.7 percent, mainly due to increased domestic demand and manufacturing exports, Vietnam’s economy continues to show fundamental strength, supported by robust domestic demand and export-oriented manufacturing.  Vietnam has become one of the most dynamic and fastest-growing emerging markets, not only in the Southeast Asian Region but globally.  IKEA should partner with local advertising company to enhance publicity of the IKEA brand by adding flavour of local culture.  Finally, in order to improve the weakness of limited customised products, IKEA should enhance its market research on product diversification and leverage on the growing demand for healthier food and grocery products globally.

3.1.3 ST Strategies

	This strategy aims to use IKEA Group’s strengths to avoid or reduce the impact of external threats.  IKEA establishes a brand reputation and has a long standing market presence worldwide.  The company has a clear vision and the IKEA Concept has been communicated widely both internally and externally.  These obviously enable IKEA to have a competitive advantage over other competitors in the market.  These strengths form the basis of its marketing strategy in the new market and can help in reducing the impact of external threats such as the fact that other competitors may be offering similar products at lower prices.  Other threats will emerge as Vietnam is still only a lower-middle-income country although the economy is picking up its momentum and is expected to grow in a faster pace in the coming ten years.  The spending power and customers’ spending habits are still subject to further examination.  Despite the fact that there are increasing number of competitors on internet, IKEA should focus on tis store design and IKEA Concept to attract the younger generation.

3.1.4 WT Strategies

	This strategy is a defensive tactics aiming at reducing internal weaknesses and avoiding external threats during the market expansion process.  IKEA is having weaknesses in terms of products’ quality due to its large business size resulting in general difficulty in controlling standards across different locations.  At the same time, its competitors has been copying IKEA’s low cost business model, especially during the increasing trend of internet and online shopping where a lot of local or international furniture retailers can sell their products at even lower prices.  However, given the fact that IKEA Group is still having more strengths such as standardized business model, resources, finance, R&D as well as sustainability, it should partner with local advertising company to promote its brand and IKEA Concept.  Secondly, given the increasing concern about environment and green business model, IKEA Group should focus on R&D and sustainability of its products.

3.2 Implementation of Strategic Options, Barriers and How to Overcome

	After analysing the different scenarios by using the SWOT Matrix in the previous section, it is recommended that IKEA Group will use its internal strengths to take advantage of the external opportunities, i.e. the SO Strategies, for market expansion in Vietnam.  The SWOT matrix is a useful tool in strategic management process but there are certainly limitations in the analysis.  For example, SWOT will not inform the company how to build up a competitive advantage.  Secondly, SWOT is a snapshot assessment at any one time.  Therefore, the matrix is only a starting point for conducting an assessment on the company.  Then, it should follow up on how the recommended strategies can be implemented leading to building up competitive advantages as the ultimate goal (David & David, 2017).  As a result, the following four strategic options are considered to be suitable for IKEA Group’s expansion strategy in Vietnam.  Barriers that the company may encounter during the implementation phase will be analysed and recommendations on how to overcome these barriers will also be discussed.

3.2.1. Diversification

	IKEA Group is having a wide product range covering more than 10,000 items (Johansson & Thelander, 2009).  However, according to past experience in expanding in China, Vietnam is similar in the sense that it has a large potential consumer market but will be a unique and different market in terms of culture and spending habits.  It means that not all the products which are popular in the western market will be suitable for the customers in Vietnam.  For example, in China, three products – chopsticks, a work with a lid and a cleaver – were added in 1998, and these products are now available in almost every store around the world (Johansson & Thelander, 2009).  Another example is that IKEA added special balcony products in the stores and showed the Chinese customers how to decorate their balconies in a stylish way because apartments with balconies in China have been a common feature.  Diversification is a competitive advantage of IKEA Group and it should make use of this edge to develop and expand in the new market.

In Vietnam, there may be barriers during the process of identifying what kinds of products are popular and well received by the local customers.  The household size, design and characteristics remain unknown.  In order to overcome this barriers, IKEA Group should partner with the local advertising company to conduct market research and surveys to gauge the home décor tastes and spending habits of the potential huge consumer market.

3.2.2 Product Development Strategy

	In terms of product development, IKEA Group is famous for its “innovation” especially in adjusting its messages to suit local tastes and for domestic competition.  IKEA has a strong belief that it is able to adapt to local culture and customs in product design and promotion (Johansson & Thelander, 2009).  In this regards, Research and development (R&D) personnel is playing an important part in strategy implementation because they are usually vested with the responsibility of developing new products and improving old products in a way that will address increasing environmental concerns.  The R&D team should perform innovative product development by transferring new technology, exploring new materials, adjusting products to suit local tastes and adapting processes to local markets.  International company like IKEA relies heavily on development of innovative products so that it can tie internal strengths to external opportunities during market expansion.  

	While implementing this strategy in Vietnam, there may be barriers that the new products developed may not be able to meet the cost leadership.  Since the new products will adapt to local culture and customs that the quantity of product is not large enough to lower prices.  In order to overcome these barriers, David & David (2017, p. 320) pointed out, “R&D policies could enhance strategy implementation efforts to:

1. emphasize product or process improvements.
2. Stress basic or applied research.
3. Be leaders or followers in R&D.
4. Develop robotics or manual-type processes.
5. Spend a high, average, or low amount of money on R&D.
6. Perform R&D within the firm or to contract R&D to outside firms.
7. Use university researchers or private-sector researchers.”

3.2.3 Market Development Strategy

	In order to implement a company’s strategies well, a good marketing strategy is essential to the success.  Since IKEA Group has a clear vision and IKEA Concept which are universal in its business strategy, the guiding principle for success is the standardized approach which means to work in the same way in every country or market where it operates.  It has to create the same image everywhere so that people can be easily attracted to its brand reputation and have confidence in its products.  This strategy concerns the location of the new store and the interior design.  Similar to the case in China, if IKEA’s low price is not the main attraction in the local market, IKEA has to position itself as a unique company with an emphasis on inspiring customers with interior design (Johansson & Thelander, 2009).  On the other hand, IKEA stores in Vietnam should be located closer to the city centre to cater for the needs of the large population living in urban areas.  The stores must be accessible which are close to bus lines.  There should also be sufficient parking spaces under the store as it is expected that more customers will come by private car in the near future.

	The barriers during implementation will be the acceptance of the IKEA “Do It Yourself” (DIY) culture by the local people and whether the home delivery services will have an increasing demand, unlike the western culture.  In order to overcome these barriers, there must be a comprehensive advertising and promotion strategy partnering with local advertising firm to ensure that the communication with the customers are effective.  IKEA Group used to distribute catalogues in all countries in the same method reaching the same number of audience at a similar cost (Johansson & Thelander, 2009).  Whether the distribution of the catalogue can achieve the same level of impact in Vietnam has to be further investigated.  IKEA should also run different advertisements including television, on newspapers and campaigns with a Vietnamese theme.  The key message of the advertisement should have a specific theme and prepare the customers well for the shopping experience in IKEA stores.

3.2.4 Market Penetration

Finally, as Vietnam is a new market in Southeast Asia, there is a need for the overall strategy to be communicated both internally and externally.  The overall mission of IKEA Group is to help more people to live a better life at home.  The “IKEA Concept” should be immersed in every part of the company, from store design, materials sourcing, products packing and distributing through to the overall business model.  The message should reach the main target group of the new market as well.

While considering the market penetration strategy in Vietnam, there may be barriers to identify who are the potential customers on household products and furniture.  IKEA has to identify these target group and their tastes, spending habits and whether special features of household products are needed.  Therefore, in order to understand more about the household preference and the spending habits of potential customers, it is recommended that the marketing team to conduct surveys or market research in exploring the needs of those people between 25-54 years of age (accounting for 45.67 percent of the whole population).  Leveraging on the exponential increase in social networking and business online, the marketing unit should make use of the online platform to gauge feedback on how to improve products and services from customers on the company website and guard against any online negative publicity which is expected to be circulated fast.  On the other hand, the loyalty programme, IKEA family, should be introduced.  It comprises a loyalty card, a magazine with several issues a year and a special combination of products for the customers.  IKEA family cardholders enjoy discounts on certain products in the store.  Since it has worked well in Sweden, it is considered an integral part of marketing strategies in the new market (Johansson & Thelander, 2009).

3.3 How to Overcome Barriers from a Holistic Approach - Strategic Leadership

	Whether a strategy can be implemented and monitored is highly dependent on the responsibility of strategic leaders – ‘individuals who dare to stand up and be counted, who take calculated risks with conviction, to achieve something different than the masses of competitors’ (Heracleous, 2013, p. 98).  Strategic leadership is the core of competitive advantage.  It is important and critical that strategic leaders make the right decision based on the mission and vision of the company.  They should constantly evaluate the company’s strengths and weaknesses, align the company’s structure with the strategy, and increase the efficiency of its operation by removing any unnecessary process as well as aimless bureaucracy.  Lastly, the strategic leaders have to think about how to attract and recruit people with the right calibre and create an environment where staff can be developed.  This is one of the critical success factors for IKEA Group to survive and achieve its long-term sustainability.

	Apart from strategic leadership, another critical success factor in strategy implementation will be the human resources aspect.  It is always important to communicate the strategy to every employee in the company and the strategy is embraced by the staff.  Therefore, the local store manager should be able to participate and decide the local store-based promotions and advertisements.  There should be a supportive culture and the HR policy should be family friendly.  The company should revise the rewards and incentive plans to suit local needs and provide training and development opportunities for all levels of employees.  This could enable their sense of belonging and sharing of the company mission and values.  Finally, it is important to link performance and pay and create a happy and committed workforce.

4. Recommendations and Conclusions

It is recommended that IKEA Group should maintain a single and standardized internationalization strategy with a flexible approach in meeting the needs of the Southeast Asian market.  The company will strategically vary the nature of its investments and activities so that the degree of adaptation will fit the new market, i.e. Vietnam.

IKEA Group is recommended to train and develop its managers to pay attention to the impact of cultural differences on work practices, industrial relations and employees’ relationships with managers.  Transnational strategy has to take account of cultural differences.  The company leaders should have a global vision embracing local culture and recognizes other differences.

	In the digital era, IKEA in the US has already started a data-driven campaign titled “We Help You Make It” to reinforce its value and overcome brand misconceptions, according to Whitehawk (2016).  It is therefore recommended that the IKEA Group should formulate a long-term strategy in driving a data-driven change in other countries by using technology in big data and data analytics.  As technology is only a part of the formula for data-driven change, it is essential for an international company like IKEA Group to create sustainable business impact from the perspectives of people (organisation and skills), process, technology and governance (Marshall & Cai, 2019).

In conclusion, Vietnam is considered to be an attractive market due to a young population, stable political system, commitment to sustainable growth, relatively low inflation, stable currency, and growing domestic demand. On the other hand, the Vietnamese government is determined to create a favourable commercial environment through continuous global economic integration.  In order to sustain a strong economic growth, the government decides to drive a ‘second wave’ of reforms.  These include reforming state-owned enterprises, streamlining government procedures, enhancing transparency in the commercial and financial sectors, and monitoring the level of non-performing loans in the banking sector.  Vietnam is also trying to control its public debt to GDP ratio so that it won’t exceed the government mandated ceiling of 65%.  These are all favourable conditions for IKEA to expand its market in Vietnam and open the first store in Hanoi.

A successful strategic management process is dynamic and continuous.  This requires a practical and robust approach in every process including strategies formulation, implementation and evaluation (David & David, 2017).  IKEA is a famous global brand and has been staying ahead in the furniture and home furnishing retail business through its innovative and “green” model.  The company is good at diversifying its products and adjusting to the needs of different markets in the world.  To expand to new and emerging markets such as Vietnam requires a brand new thinking and a flexible approach to its strategy.  The cost leadership is the major focus but drivers of success like scalability and focus on quality should not be ignored at the same time.  Therefore, expanding to a new market, Vietnam, is considered to be a challenging but feasible option for the IKEA Group.
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