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Introduction

For every organization having a clear understanding of its internal and external environment is very crucial. As competition is fierce, anything can be taken over within a minute. When an organization recognizes its internal and external environment, it can take the right decision at the right time. Internal analysis means having a grasp of an organization's assists, resources both tangible and intangible, and capabilities as well as competencies. On the contrary, external analysis refers to anything that can have an impact on the organization.  The preliminary goal of internal analysis is to identify the areas an organization can utilize to exploit new opportunities. Similarly, identifying external factors aid in avoiding those areas that may become disadvantageous for the organization. During the Covid-19, Business has seen a drastic change. Myriads of companies have faced challenges (King, 2021). In this situation, recognizing internal strength and opportunities will provide organizations to entail strategy that will create distinctive capabilities thus competitive advantage. However, having a competitive advantage comes with sustained profitability and continuous growth. Covid-19, itself is a component of external analysis. By analyzing the complementary factors related to this situation, an organization can take steps to cope up with the trending world.  In this report, IKEA will be examined from both internal and external viewpoints. IKEA is a Scandinavian multinational company having business operations in over 50 different countries in the furniture and home appliance sector. The company has been doing great in terms of revenue generation and has become the world’s largest furniture manufacturing company. However, due to the Covid-19 pandemic, the company faced massive difficulties and in terms of supply chain management and maintaining usual turnover. 
According to Kotler, marketing is a human activity aimed at satisfying needs and desires through a process of exchange. Marketing include may more activities such as pricing, promotion and distribution of goods and services with the scoop to create exchange that satisfy individual and organisational goals. (AMA)



Internal and external analysis of IKEA

SWOT analysis
Internal and external analysis is conducted to get a clear picture of an organization’s strengths weaknesses, opportunities and threats so that, an organization can play a better role to handle them aptly. Some tools that are widely recognized for conducting these analyses are SWOT, PESTLE, and Porter's five forces modal. 
Strength:
Greater Brand Visibility: This is one of the most significant strengths of IKEA as no other furniture and home appliances company have such greater and wider business operation all over the world. During the Covid-19 pandemic, almost all the businesses have incurred losses; the revenue of IKEA did not decrease massively. Although the company suffered a slight reduction in the profit margin, however, it did not incur a loss in any of the years. So, it is obvious that through its greater brand visibility, the company has maintained its profitability even during the pandemic (Chopra, 2019).
[bookmark: _GoBack]Cost Leadership: For the company, its straightforward concept also translates into items that consumers can put together themselves, saving huge amounts of money that can then be carried on to consumers. This is an additional critical strength. IKEA has become the world's biggest furniture retailer and it has become possible due to its singular concentration on cost leadership. Even during the Covid-19 pandemic, this cost leadership has helped the business to achieve more customers than other businesses as most of the customers had a reduction in their salaries for which their spending on such items was less and here IKEA has got the advantage of attracting more customers with its low-cost reputation (Oana, 2020).
Well-defined KPIs: IKEA has well-defined KPIs in its overall business practice. For example, IKEA attempts to measure its strong points including using KPIs, or Key Performance Indicators, such as a greater reliance on renewable resources, more efficient handling and processing of materials in the manufacturing process, long-term partnerships with manufacturers, and the use of economies of scale to maximize efficiency and synergy.
 During the Covid-19 pandemic, due to reliance on sustainable renewable resources, it did not fall into the scarcity of materials (Stackpole, 2021).
Innovation: The Company has been entering into new business segments and expanding its business operations through innovative products and business models. 
During the Covid-19 pandemic, the company introduced IKEA TRADFRI smart lighting kit which has enabled the company to offer Smart Home facilities to its clients. Moreover, the company started a collaboration with Sonos smart speaker to make the home appliances more interactive and all these happened during the covid-19 pandemic (King, 2021). 
[image: ]
Figure 1: Revenue of IKEA (King, 2021)


Weakness:
The main weakness of IKEA is its largely expanded business since there are weaknesses in terms of sourcing materials efficiently for all the sites of the company located in all over the world. 
As the Covid-19 pandemic caused a massive lockdown all over the world, almost all the material providers such as China, India, Vietnam, etc. could not deliver the necessary materials for which the company could not manufacture its expected products for which it lost some portion of its turnover. So, it is obvious that during any global crisis such as the Covid-19 pandemic, IKEA has problems in terms of sourcing its materials (Chopra, 2019).
Moreover, as IKEA is a global business, it is hard to control quality across sites because of the company's global reach. 
Repeatable and scalable manufacturing control is a critical problem for the organization, even though it strives to apply uniform quality over its product line and across its sites (Rothaermel, 2019).
Quality can often be sacrificed in the name of cutting expenses, especially in light of recent increases in the prices of various inputs and raw materials, which have a negative influence on the company's bottom line. Keeping quality in the face of rising prices and the requirement for standards to be replicated globally can be a challenge for some companies.
Profit margin is another issue for IKEA as the company is selling its products at a lower cost. So, obviously the profit margin is very low for which the company has to incur massive sales to generate greater overall profit for the company which during the Covid-19 pandemic was not possible. So, if such a pandemic appears again, the company has the probability of falling into the same risk again (Heizer et al., 2019).

Opportunities: 
Attracting customers: IKEA’s target market includes middle-class people who are highly price sensitive. But during the Covid-19 period, most of the people stayed home for a long time for which they wanted to purchase new furniture and home appliances to decorate their houses. This tendency even grew in terms of the higher income and lower-income customer segments as well. So, IKEA has a great opportunity of grabbing these markets as well and expand its business operation for generating a more loyal customer base (Kerin, 2017).
New distribution channel: During Covid-19 a great shift has come to customer purchasing patterns. Customers are more interested and adapted to buy online. IKEA can use this market trend to shift its distribution to online and focus on making its website and online presence more concrete. It will also reduce several related costs related to transportation and agents.
Using more particleboard: IKEA has been using solid wood from its inception and for several years, the company is using particleboard in its product which has reduced its overall cost dramatically. So, the company can utilize this opportunity at full pace and as the company does not have to rely on other suppliers for such materials, the company will be able to continue its manufacturing process even there is any global pandemic in the future (Thompson et al., 2017).
 
Threats:
Shift in customer demand: Covid-19 has created a surge in hygiene product demand.  But as the Covid-19 impact is waning. So, there is a possibility of lessening the demand of some certain products of IKEA.  Another factor of covid-19 is it affected the income level. In 2020, private non-financial companies lessened dividend payments by £51.7 billion. This is evident that change in income level has affected every spectrum (Kelly, 2021). 
Currency fluctuation: Post pandemic time, the inflation rate has increased gradually. In 2021, the inflation rate has increased 4.2%, the highest in 10 years raising the prices of everything. During covid-19, 21 countries have faced 10% currency decadence, whereas 9% countries seen 25%. This will stimulate Reckitt to pace with situations that might disinterest or lessen many consumers (GOV.UK. 2021).  

[image: ]
Figure 2: Inflation rate of the UK (GOV.UK. 2021)



	Strength
· Greater brand visibility
· Cost leadership
· Well-defined KPIs
· Innovation
· Acquisition
· Goodwill
Weakness
· Global Suppliers
· Quality
· Profit margin

	Opportunities
· Attracting more customers
· New distribution channel
· Using more Particleboard
Threats
· The shift in customer demand
· Currency fluctuation
 


Table 1: SWOT analysis of IKEA (Self Made)
 
Porter’s five forces on IKEA
Porter's five forces analysis is conducted to recognize the forces and measure their impact on the organization. Based on the results an organization can take appropriate decisions to formulate strategy. These competitive forces indicate the area where an organization needs to strengthen to get e better hold of the market. This framework was initiated by Michal Porter, and it includes the following factors (Russell, 2018). 
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Figure 3: Porter’s five forces analysis (Russell, 2018)
Industry rivalry
IKEA is operating its business in the home appliance and furnishing industry and the competition with the rival companies is moderately high. Although the battle is not so high as the other industry, however, there are some competitors that are generating continuous pressure on IKEA. Some of the top competitors are Target, Walmart, Amazon, Wayfair, Bed Bath & Beyond, and many more. However, these companies have several business operations for which IKEA has a competitive advantage having the core business in this industry. Competition arises as to the supermarkets and other retail brands are selling numerous home furnishing products to the customers (Stackpole, 2021). IKEA has a good brand image and greater brand visibility for which when customers make their purchasing decision in terms of home furnishing items, they consider IKEA most of the cases. In addition, during the Covid-19 pandemic, it was seen that the turnover of IKEA did not decrease massively as despite of decreasing the disposable income of customers, they could purchase products from IKEA and for such reasons. So, competitive rivalry is moderately high in this perspective (Kerin, 2017).



Risk of new entry
The risk of new entrants in this market is moderately low as the market leaders of the industry have greater economies of scale and greater market visibility. Currently, IKEA has the cost leadership in this industry for which entering the market and producing products with less cost will be easy for a new entrant. However, if a new business wants to enter the market, it needs time, effort as well investment to form a good brand and turn into a large brand and ultimately grabbing a large market share (Oana, 2020). Apart from this, the new entrant requires infrastructural development and human resources as well innovation to survive in this market. Moreover, during the Covid-19, most of the companies could not manage their manpower properly for which the management of manpower in such a situation for a new company will not be easy. These tasks are very risky and uncertain for a new entrant for which the risk of new entrants in the home furnishing industry is low.
Bargaining Powers of Buyers
The bargaining power of buyers in the home furnishing industry is insignificant. However, the collective bargaining power of the buyers is a grab concern, and this is the reason why businesses in this industry are focusing more on the generation and retention of more customer base. Because of their collective negotiating power as a group, customers at IKEA wield considerable influence when it comes to purchasing decisions, which is why the company places so much emphasis on recruiting and keeping them (Thompson et al., 2017). In the 21st century, customers across all industries have become more empowered. In addition, as the competitive rivalry is moderately high in this industry, customers have the option to switch to other companies. However, during the Covid-19 pandemic, as IKEA is the cost leader in this industry, no company did not offer products cheaper than IKEA. So, most of the customers had to rely on IKEA for which it is seen that the bargaining power of the customers in terms of IKEA is low as the company is already offering low-cost products (Kelly, 2021).




The Bargaining Power of Suppliers
The bargaining power with the suppliers of IKEA is low since there are a lot of suppliers in the world and at the same time the financial position is not even close to that of IKEA. In contrast, if a supplier loses IKEA's business, it can be a difficult scenario for him to recover. Consequently, IKEA gets to define all the rules, and its suppliers are obligated to adhere to them. IWAY, a code of behavior for IKEA's suppliers, has been launched. In addition, these providers are tasked with informing their subcontractors about the code of conduct. Each year, IKEA conducts roughly 1000 audits and checks periodically for any infractions of its policies. Child labor, inequality, minimum hourly and worker protections are all addressed in its regulations. Suppliers must adhere to the terms of the contract, or they will be withdrawn. In this manner, it is seen that IKEA has an advantage in the competition with its suppliers (IKEA.com. 2021).
The threat of substitute
The threat of substitutes is also low in this industry due to numerous factors. One of the significant factors is that it has a good brand image which the company has acquired through long term business operations. Moreover, the company has been offering low-cost products to its customers for which the customers are not in a position of choosing substitutes. However, it is required that a company must facilitate a wide range of products under the same roof which is not seen currently by any businesses. So, the threats of such substitutes are low in terms of IKEA (Chopra, 2019)

 






PESTLE Analysis of IKEA
PESTLE analysis consists of the macro-environment that is, Political, Economic, Social, Technological, Legal, Environmental, etc. This is examined to find out potential threats in the entire marketing environment and formulate strategies to minimize them (Rothaermal, 2019)
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Figure 4: PESTLE Analysis (Rothaermel, 2019).
Political
In the UK, Brexit and Covid-19 pandemic happened at the same time that's why the UK is one of the countries affected drastically. Due to Brexit, companies like IKEA will face employee problems as there will be issues of migration and shortage of employees for that cause. Another problem that will be faced by IKEA is the increased cost of the supply chain. As the UK is out of European Union there will be excessive costs as well as delivery delays (King, 2021). The constraint of Trade with other EU countries will be there due to customs restrictions and blockage of the free trade agreement. Besides Brexit will also harm investment from EU countries. Due to Covid-19, the UK faced the biggest health hazard in history so there is political pressure to overcome the situation as well. This might affect IKEA in terms of increasing expenditure. Already it has been confirmed that the tax rate will increase to 25% which is 6% more than the current rate (Ons.gov.uk. 2021). 


Economic
In the case of the economic factor, UK's unemployment rate is 4.3% currently, which was 3.9% in August 2019. The rate has been raised because of the covid-19 pandemic. Now, this has two implications for IKEA. The company may have to lay off some employees as the unemployment rate is going up.
 The reason behind the action is less spending of consumers due to the unavailability of jobs. But it can happen otherwise too. Due to Brexit, a citizen from non-EU countries is gathering in the UK for better living standards, this might a resource for IKEA to have skilled manpower.  The current inflation rate of the UK is 2.19%. The inflation rate will result in decreasing demand from consumers for IKEA.  Besides, due to covid-19 the interest rates also went down which is advantageous for IKEA as it can borrow more by paying less amount of interest (GOV.UK. 2021).
[image: ]
Figure 5: The interest rate of the UK (GOV.UK. 2021)


Social
The total household in the UK is 27.8 million which is growing with time due to fast migration. In the UK, within 50 years the average age will be 65 years. But both these facts are favorable for IKEA because both will intensify IKEA’s products’ demand for home furnishing. It has a disadvantage too. In the long term, IKEA will face a manpower shortage in the UK. Due to Covid-19 people are more aware of saving money for their future life (Kerin, 2017).
 
Technological
During covid-19, one area that took exponential increase is online shopping. Consumers of every age adapted to this trend because of work from home and lockdowns. It is crucial for IKEA too as it is earning a significant of its annual revenue through online shopping. During the Covid-19, people stuck at their homes and initiated online orders for their home appliances for which businesses like IKEA, TARGET, and many more initiated online selling to grab this segment of the customers (Stackpole, 2021).  

Legal
In 2021, some of the new laws in the UK are coming into effect among them two will directly impact IKEA one is contactless payment from £45 to £100. The features will be available on cards and phones as well.  It will enable customers to buy online more seamlessly and boost IKEA’s profitability. Legislation is the ending of the furlough scheme which was introduced because of the Covid-19 pandemic. It will oblige IKEA to raise the cost in terms of salary, insurance, and pension contribution leading to less net profit (Kelly, 2021).

Environmental
After the covid-19, people are more conscious of environmental issues. In COP 26 world leaders and corporations pledged to reduce carbon emission as early as possible. In the UK, the Environmental protection act is followed by corporations very strictly. In 2018, the government announced a plan of 25 years to tackle the environmental situation firmly. IKEA itself follows an environmental policy to improve environmental performance emphasizing the impact on the environment. To fulfil the responsibility towards mother earth, IKEA is devoted to sustainability. It can capture value by reducing carbon, using water efficiently, protecting ecosystems via value chain activities from consumers (Stackpole, 2021).



Conclusion
Every organization has two parts, one is internal, and another is external whereas the internal part is controllable, but the external part is not. That is why it is crucial to have ideas about both the environment so that organizations can take timely decisions to maintain valuable relationships with the stakeholders. An organization's internal environment consists of its recognized brand, workforce, innovation capabilities, and efficient process of manufacturing or production, stable financial position, etc. On the contrary, the external environment consists of industrial components and macro-environmental factors. Threats come from different sources such as Rivals, or new competitors. These factors are controllable if the analysis is done properly. But factors like political, economic, government regulations, or environmental are uncontrollable. Covid-19 pandemic is one of those uncontrollable factors. Identifying which factors to utilize and which one to ignore is an outcome of internal and external analysis.  By scrutinizing these factors properly an organization harnesses its strength and minimizes weaknesses. Similarly uses strength to exploit opportunities and takes effective steps to avoid difficulties that might hamper the organization. In this report, internal and external analysis has been done on IKEA. The analysis consists of SWOT, PESTLE, and Porter's five forces framework in view of Covid-19.
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