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Executive Summary

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

1.1 IKEA and Marketing Resources

The principal purpose of marketing is to keep and attract clients in exchange for benefits (Drucker, 1999). The goal of it is to add value to the company through various tactics such as selling, advertising, and promotion.

According to the traditional marketing concept, a company reaches its corporate goals by meeting the needs of its customers (Houston, 1986).

The IKEA concept is to create furniture that is good in layout, functionality, durability, and worth for a large number of people, rather than just a tiny proportion.

1.1.1 Brand reputation

IKEA is well-known for its creativity and design. When people desired to purchase tables and chairs, the first place that occurred to them was IKEA. Furthermore, this diverse variety of designs is also cost-effective for the average person, and after buying the furniture, it supports transporting your goods to your residence, lowering customers' spending.
1.1.2 Budget

Ingka Group, the parent company of Sweden's IKEA, plans to invest 5.3 billion yuan in China in fiscal year 2023.

The funds will be spent to expand business digitalisation, build new retail stores, and integrate various distribution channels.
1.1.3 Sustainable Materials

IKEA products are diversified, cheap and durable. It procured renewable energy sources to make their products have a circular life cycle. 

For example, all leather is detectable and generated in accordance with standards that assist in safeguarding animal health (Jiang et al., 2018).

1.1.4 Customer Relationship Management

IKEA values its customers' requirements, as shown by the fact that the company offers different linguistic assistance for their catalogs. The firm has been praised for the outstanding online shopping experience, as well as the customer care.
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PESTLE

2.1 Political

IKEA profits is affected by a variety of governmental policies. For example, political considerations include domestic market campaigning, and import bans in marketplaces.
 In recent years, Asian countries have taken measures to decrease political obstacles for foreign manufacturers. Thus, these economies will be mainly focused by major brands such as IKEA.

In addition, IKEA has come under fire for evading taxes. And the corporation was charged of staging a media stunt at an sensitive time in world political events. (Sletberg, 2001).

2.2 Economic
The macroeconomic circumstances are among the most major elements influencing IKEA success. One instance is the global financial meltdown. But, it is crucial to emphasize that the detrimental consequence of the recession was less severe for IKEA than for other firms due to the company's cost-cutting approach. The changing expense of essential materials like wood and metals is another important economic aspect that might have a negative impact on the firm.
Furthermore, IKEA sales are influenced by shifts in exchange rates among world economies. Especially, the corporation has adopted local market procurement and production as one of the primary methods for dealing with it.
2.3 Social

It is critical to follow the social and cultural norms of the regional market. Considering local customs and traditions may make it simpler to present the business and its related attributes (Brandford, 2013).

To minimize cultural ramifications from different nations, IKEA must adhere to local conventions while marketing. IKEA is able to take advantage of local customs and humour in our advertising (Lucy and Aitken, 1968). 
As for its employees’ care, IKEA has implemented a new pay system for its workers. Additionally, the corporation implements the Code of Conduct for Suppliers which forbids the employing of child labor and workplace discrimination.

IKEA launched CSR measures during the COVID-19 outbreak to safeguard the well-being of its employees, clients, business partners, and other stakeholders. Face masks and gloves were supplied to healthcare facilities worldwide.
2.4 Technological

IKEA is working on offering a virtual store experience that appears like a true buying experience. AR helps merchants to deliver extensive data to their clients to aid in their decision-making (Oh et al., 2008). This technology permits individuals to see if furniture fits their homes (Ozturkcan, 2021). Most importantly, AR allows businesses to expand in-store buying experiences to mobile. (Cehovin and Ruban, 2017).

IKEA improves its service by establishing an online store. Websites are valuable for information searches and easy purchasing. In order to obtain data and make purchases of goods in a quick and efficient manner, customers mostly depend on webpages (Ben Mimoun et al., 2014)

2.5 Legal

Law concerns have a significant influence on a company ’s growth. As the largest buyer of wood on the planet, IKEA sold items produced from illegally harvested forest trees.

When it comes to its workers, IKEA has received criticism from provision of unsanitary workplace environment. And It also faced repeated accusations of age discrimination. 

2.6 Environmental

By engaging in corporate social accountability, many people contend that modern corporations are increasingly playing a political part in society (Campbell, 2007; Matten and Crane, 2005).

Today, the majority of corporate brands place a high priority on sustainability. It's not for cost-saving purposes; rather, it's to improve brand recognition. In that instance, CSR reputation may be used to attract and keep consumers (Bhattacharaya et al., 2009).

IKEA strives to produce its items with environmentally friendly materials. It has made significant investments in solar panels for its buildings all around the world.

In addition, IKEA has proven to establish constructive relationships with groups like UNICIF and WWF to tackle issues of child workers and forest management.
3. Porter’s 5 Forces Analysis 
Porter's list of the "five forces" that determine how all sectors are organized and how rivalry within each industry operates as well as its fundamental drivers of competitiveness (Porter, 2008).
This model is used as a crucial instrument to examine the competitive landscape in the retail furniture business. It enables us to comprehend where IKEA faces its greatest dangers and the areas in which it must concentrate to maintain its position as a market leader.
3.1 Bargaining Power of Suppliers: 

The bargaining power of suppliers in the industry is high because they can influence product edges by raising the cost for inputs, decreasing the quality of materials. Nevertheless, IKEA effectively deals with this factor with manufacturers throughout the world that are equipped and resourceful enough to collaborate with IKEA. Thus, the company does not rely significantly on them and can replace them. 

3.2 Bargaining Power of Customers: 

The industry has strong buyer negotiating power. They must be conscious of their clients and attentive to their requirements and desires, particularly in nations where the populace is extremely cost-conscious.

Nowadays, buyers can switch to different furniture retailers effortlessly and at low costs because the number of companies offering similar products is significant (Liljekvist and Carlson, 2015). 

IKEA addresses this risks by concentrating on design and advertising initiatives while attempting to be a price leader.

3.3 Threat of New Entrants into the Industry: 

Due to the rapid growth of the global furniture market, new entrants are attracted by opportunities for gaining high returns. Small businesses may easily provide their clients with more affordable and practical goods and services, particularly in Asian economies.

IKEA minimizes this risk by developing products regularly and through effective marketing strategies. Along with this, the company enjoys scale effect, which allow it to maintain cost-efficiency.

3.4 Threat of Substitute Products and Services: 

The threat of substitutes is significant because there are different firms producing similar products. The development of new features for products and services, low cost strategy, and continuous quality enhancement are the greatest ways to solve this issue (Liljekvist and Carlson, 2015). IKEA also continually focuses on the development of new products and technological upgrades. 

3.5 Rivalry among Existing Competitors: 

Although IKEA is among the top furniture retailers around the world, there are numerous other businesses in the sector. Walmart, Wayfair, and Tesco are a few of the main rivals.

Thus, the level of competition is high in the industry, while prices, quality, and technologies are the key drivers of the business success. It is possible to say that cost leadership is the primary strategy used by IKEA to increase its edges. Moreover, the business has a strong brand reputation that draws clients.

4. Segmentation

When dealing with diverse markets, a company using a market segmentation technique may often boost predicted revenue (Wind, 1978). IKEA should separate its marketing targets into sections for its operation and identification of core audience.
Segmentation can also be done through variables; Geographic, Demographic, Psychographic and Behavioral Segmentation (Dolnicar et al., 2018). 
4.1 Geographic Segmentation
Segmentation enables operational operations to be tailored to the specific needs of the geographic locations in which they are carried out.

The vast bulk of selling are concentrated in the Nordic area, following by North America, Australia and Asian Countries.

As a result, it is clear from the data that the European, American, and ultimately Asian regions are IKEA's main focus markets.
4.2 Demographic Segmentation
Different age groups, gender identities, income level and occupations are included in the demographic segmentation.


Many commercial marketplaces have been divided up by age (Tynan and Drayton, 1987). IKEA was most frequently visited by women, 38 on average.
Students and first-time IKEA purchasers fall into the consumer demographics that are more cost aware since they have tighter finances and prefer high-quality goods.
4.3 Psychographic Segmentation
Customers with various characters or habits have distinct tastes for products or services, and they could change in response to promotion mix options (Van Raaij and Verhallen, 1994). 
For instance, in both Europe and North America, consumers like basic, organic designs in their goods. However, buyers in Asia have opted to decorate their homes in order to live a high standard of living, especially when choosing to buy large pieces of furniture.
4.4 Behavioral Segmentation
How accurately generic lifestyle trends may determine consumer behavior in specific market segments is the central issue in lifestyle segmentation (Sampson, 1992).

Considering factors including customer preferences, purchasing patterns, a variety of wage levels, IKEA classified the income into three groups: low, middle income group, and high earning group.

They establish that the low-middle-income households are the major strategic market segments in Europe and the United States because they are more readily available for purchase. IKEA also wants to tap into the lucrative Asian market.
Targeting

With greater purchasing power distributed throughout higher social levels as society has become more well-organized (O’Brien and Ford, 1998). One important segmentation factor in the past, for example, was social class (Gross and Carman, 1967). The worldwide working class is primarily IKEA's intended audience. It offers home furnishings that are of high caliber and reasonable price. Consumer demographics are also shifting, with millennials currently receiving the majority of attention. 
Additionally, IKEA sets the costs of the goods at a cheaper level, which appeals to the ordinary customer.
Positioning

The advantages of a product are frequently the basis for brand positioning. The chosen advantage may be proved using the scientific product features or in relation to usability and values (Pieters and Van, 1992).

The purpose of the positioning is to set the goods apart from its rivals in terms of size, qualities, or consumer satisfaction. 

6.1 Customer 

Due to the fact that customers prefer to purchase goods from businesses they know will generate greater goods, these businesses' pricing frequently reflect the value that customers are expecting. IKEA prioritizes consumer happiness with its goods, cultivates customer loyalty, and increases the value of its own brand.

6.2 product

IKEA's furniture are noted for their top quality, reasonable prices, stylish designs that maximize available space, and increased levels of reliability. IKEA engaged their own designers who have the ability to supply a variety of things that improvise on to customers’ requisition. 

6.3 Price 

IKEA embraces DIY furniture to reduce expenses for assembling and warehousing places at its showroom, allowing them to stock more furniture effectively, giving consumers a reasonable price. IKEA strives to keep prices reasonable while maintaining high quality standards.

6.4 Service

IKEA shoppers would frequent their restaurant for lunch, substantially enhancing the ease of using IKEA as a shopping destination. IKEA stores operate their own playroom and babysitting facility, giving parents a relieved mind as they shop for their items knowing that their kids will be looked after well.
Differentiation

Businesses must guarantee that all of their staff are aware of their common brand goals and values across all of their shop sites (Burt and Sparks, 2002). In general, product uniqueness is crucial since it enables businesses to build a compelling brand image. 
IKEA utilizes it as a benchmark because, despite the fact that cost leadership is a significant competitive advantage, low-cost goods need to be offered by various levels of competition (Yuan et al., 2016). It implies that they have to cater to a variety of shopper wants and tastes. Because of this, the business hires qualified designers to assist in the creation of novel, appealing, and useful items.

Marketing mix

8.1 Product

IKEA has a detailed list of product catalogue provides the greatest features and aesthetics for a fair price, such as furniture, bathroom facilities, book cabinets, closets and so on (IKEA, 2022). This suggests that IKEA is trying to fulfil the demands for all customers. For example, products such as convertible furniture with different functions and customized designed furniture are provided.
The firm has been able to maintain sustainability by using less raw resources and possibly dangerous environmental pollutants because to the ready-to-assemble nature of its goods.
8.2 Price

The firm's particular marketing pitch is low price. It acquired the skills required to reduce production, operational, and client acquisition expenses. The firm currently has a competitive pricing position that enables it to control the market's prices since it is the biggest furniture retailer on the planet. IKEA contracted with long-term makers of its products through the use of large-scale economies, which allowed it to lower its price.
8.3 Place

IKEA has been able to connect with customers all over the globe thanks to worldwide retail chains. Based on the environment of a certain place, it employs a range of shop layouts. For instance, several nations with small landmasses provide pick-up services, requiring clients to make in-person or online ordering.
Along with physical locations, IKEA now offers online purchasing through its webpage, allowing customers to quickly evaluate product specifications.
8.4 Promotion

8.4.1 Traditional methods

IKEA collaborates with other groups to sell the goods, and it employs vouchers, sales prices, holiday advertising, and other marketing tactics.
8.4.2 Contemporary Marketing

Positive public relations, community-benefiting services are all examples of how the company engages in advocacy as a component of its social accountability.

IKEA can use the online media such as websites and mobile platforms apps to promote their offers and latest events online.
The members can apply their membership online. Members can obtain points through shopping, and collect certain points to exchange for corresponding prizes. 
8.5 People

Consumers and workers of IKEA are given the highest consideration. Connectedness, passion, and enjoyment are the cornerstones of the workplace culture. The values' foundation is consumer fulfillment. It is not biased towards individuals based on their race, nationality, or faith.

8.6 Process

IKEA manufactures high-quality furniture and generates its own timber through ownership of processing plants. IKEA has the most innovative storage and logistics management strategies. Additionally, the final product is sent in pieces for clients to assemble, saving money.

8.7 Physical Evidence

In addition to offering women places to care for their babies, stores include restaurants where customers may get food. The majority of shops feature a section where worn, returned, and broken goods are offered at discounts.
Marketing Channels

IKEA integrates several channels of marketing such as social media, mobile apps, commercials. Specifically, the furniture giant derives the maximum benefits from media. 
 Given that most of netizens are already popular on social networks, social media is unquestionably growing popularity (Laudon and Travis, 2013).

Online promotion initiatives and social media celebrities were supported by IKEA. On Facebook, Twitter, and other social networking sites, distinct nation sites are utilized to interact with consumers. An effective marketing plan may be seen in its accessibility to product catalog and active support.

IKEA makes sure that the mobile versions of its website and mobile app run quickly. It often refreshes with new specials, deals, and promotions.

Measurement of Campaigns’ Effectiveness

14.1 Brand Awareness 

It serves as a gauge of how well your product is known and recognizable to your intended audience. Questionnaires, social networking tracking, and web analytics are a few of the methods used to gauge brand recognition.
14.2 Website Traffic 

It's a solid indication that your promotional activities are effective if they are bringing customers to your website. Website traffic may be measured in a variety of ways, including using web analytics programs like Google Analytics.
14.3 Lead Generation 

This indicator counts the number of potential clients your marketing activities are bringing in. Web forms and landing pages are just a few of the ways to gauge lead generation.
14.4 Sales 

It may be the most crucial indicator for determining the success of marketing campaigns. After all, marketing's ultimate objective is to increase sales. Sales may be measured in a variety of ways, including profit and return on investment.
Conclusion

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

1. Inclusion of Different Cultures 
Due to the different cultures and countries, IKEA should embrace those differences further. 
For example, The goods offered in Europe are made with a basic design and appeal to any style, and they are made to be useful and handy.
However, plain designs may not work with the traditional furniture seen in some nations, therefore it is crucial to bridge the cultural divide.

Young Audience
Young people value flexibility and the exhibition of their distinctiveness more than any other generation. If the business chooses to collaborate with social media stars, and enhances their internet profile, it might introduce the business to them.
3. Employment of Local Management 
The necessity for information sharing between experienced workers and new hires is highlighted by the close interaction between workers and clients, since local personnel will serve as brand advocates for the shop in the view of the general public (Jonsson and Elg, 2006).
The local managers might assist the business in reducing the expense for market analysis because they are potential sources of data. Additionally, they are in a good situation to forge lasting bonds with current consumers or help the industry grow by bringing in new customers. 
4. Being Sustainable 
IKEA has a difficult time being ecologically responsible due to the requirement to keep prices low for clients who are concerned about costs. IKEA may do this by heavily investing in their suppliers to ensure they have the equipment needed to produce eco-friendly goods.
High-end products

IKEA may also prioritize the creation of high-end product lines. It will be capable of bringing in a broader market by producing special furniture products at greater pricing.
Supplier management
IKEA may take a provider management framework to quality assurance. Applying tougher quality requirements might be advised while creating collaborations.
Customer feedback
To gain trust, IKEA should highlight the reviews posted on internet sites. Product-focused businesses can shift toward innovation activities by collaborating with consumers to create additional services, and accepting service offers from buyers (Chesbrough, 2011).
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