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[bookmark: _Toc101711777]Introduction:
Ikea is a multinational company with great marketing strategies. The company has been selected for the project as it provides great insights regarding the impacts of the internal and external environment. Various tools such as PESTLE analysis, VRIO, SWOT, Porter’s five forces and others are used for an effective macro analysis of the company. All the information will be used to analyse the market situation of Ikea and then further provide recommendations based on the company’s market situation. 


[bookmark: _Toc101711778]Company overview
Ikea is a multinational conglomerate company that started in 1943. The company was founded by Ingvar Kamprad. Ikea has around 70,000 employees globally and provides great products to customers. It is one of the most favourite products and has great dominance over competitive brands. Ikea has been using various marketing strategies and views them as an important part of its operations. Ikea has a wide range of distribution networks and around 445 stores that help the company in selling its products. The company rarely changes the prices of its products which helps it in gaining a better competitive advantage over the competitors. 
[bookmark: _Toc101711779]Environmental marketing analysis
To know about the operations of the company it is necessary to analyse the internal and external environment of the company. This can be done with the help of tools such as Pestle, SWOT, Porter’s five forces, STP, Marketing mix and others. Each tool is useful in understanding how the company is performing in the market.
[bookmark: _Toc101711780]PESTLE analysis
Political factors- These factors can directly affect the market environment of the company and the way in which the company operates. Being a global organisation, the political status of major countries impacts the operations of Ikea (Arestav and Åström, 2018). The trade relations of diverse countries with the USA are not stable after the pandemic which has affected the trade of the company. In the UK Brexit has been one of the major reasons for declining sales and the unstable price of Ikea. This factor is not favourable for the company as it can impact the long-term growth of Ikea. 
Economic factors- The economic conditions in the global market are unstable. Many customers have lost their job and they have low purchasing power (Wu, 2020). The trade conditions have also affected the purchasing of raw materials for the company. 
[image: IKEA's global net income 2021 | Statista]
(Figure 1: Net income of Ikea)
(Source: Statista, 2022)
The image above shows the sharp impact of Covid-19 on the sales of Ikea. Globally in the first quarter sales had to suffer heavy leading to negative economic conditions. The price of raw materials is fluctuating which makes the factor unfavourable for Ikea.
Social factors- Ikea has expanded its business in various countries and it is important for understanding the taste of those customers. As the market is expanding Ikea is facing high competition from new entrants who are attracting customers. Socially people are also focusing more on healthy products after the pandemic which is leading to unfavourable conditions for Ikea (Ding, et al., 2021). 
Technological factors- For developing new products it is important to consider the latest technologies. Ikea is able to use plenty of new technologies for attracting customers and even identify their preferences. In the market companies using better technologies can grow at a faster rate which makes the situation favourable for Ikea as it is investing heavily in the R&D of products.
Legal factors- In different parts of the world, Ikea has faced legal issues due to the packaging in their products, and other legal issues due to the sustainability of products. As plenty of countries follows strict guidelines in terms of products and packaging Ikea is not able to follow all the rules. The plastic use in packaging is leading to unfavourable conditions for the company (Holten, 2013).
Environmental factors- Due to the cardboard packaging the company has faced massive backlash globally. The company is not able to reduce its carbon footprint which has led to negative factors on the company’s growth. The condition due to unstable environmental backlashes has led to unfavourable conditions for Ikea. 
[bookmark: _Toc101711781]Porter’s five forces analysis
[image: Porter's Five Forces Analysis: Assessing The Competitive Environment -  Planium Pro]
(Figure 2: Porter’s five forces model)
(Source: Planium pro, 2022)
Threat of new entrants- In the retail segment, the barriers to entry are low. There is a medium impact faced by Ikea in this segment as many new brands are appearing in the market with products similar to Ikea and competitive prices (Kim and Lee, 2020). 
Threat of substitutes- In the global markets, there are plenty of retailers offering home products in the market. The products of Ikea are now not completely unique in the market due to which the threat of substitutes is high in the market.  Few of the substitutes of Ikea are Zara home, MUJI, CB2 and others. 
Bargaining power of buyers- The bargaining power of buyers has a low impact on Ikea. Individual buyers can’t bargain while purchasing the products while the bulk buyers can bargain up to a certain limit having less impact on the company. 
Bargaining power of suppliers- The key ingredients used for producing products are wood and plastics which are easily accessible. These products can be bought from any suppliers due to which they have low power of bargaining. As Ikea is a large customer, less bargaining’s are done by the suppliers which keeps the company in the dominant position (Ozturkcan, 2021). 
Rivalry among existing firms- High impact is faced by Ikea in terms of competition. The company has plenty of rival brands and the biggest rival is Amazon. There are also new brands in the market which provide unique products and can easily attract customers.
[bookmark: _Toc101711782]SWOT analysis
SWOT analysis is an effective marketing tool that helps in knowing about the strengths, weaknesses, opportunities, and threats of a company. There are plenty of advantages and disadvantages of this model that can help in understanding its implementation. The advantages of SWOT analysis are that it is a simple four-box framework. The framework is effective in understanding the strengths and weaknesses of an organisation. The tools help in encouraging the development of strategic thinking and also enable the senior managers on focusing on their weaknesses. The disadvantages of SWOT analysis incorporate overamplifying the amount of data needed for decisions. The data collected for the analysis can be based on assumptions which can be a major disadvantage. 
Strengths- The biggest strength possessed by Ikea is of strong brand identity. The company has created an image which can be easily identified by the customers. With the high brand valuation, the company is ranked best globally. Ikea also has extended its global reach which has helped the company in distributing products in more than 49 countries and serving millions of customers each day (Parker, 2018). 
Weaknesses- The biggest weakness of Ikea is the poor quality of products. Difficulty in assembling the products and shipping has affected the sales. There are also plenty of lawsuits faced by the company due to patent infringement and other issues. The environmental destructive packaging is also a major weakness of Ikea (Panahi, 2016).
Opportunities- Ikea can launch new products in the market and then further diversify its segment. This will help the company in attracting more customers and developing better brand value. The company can also bring an advanced supply chain and also expand through acquisition in the market.
Threats- Ikea faces major threats from its competitors who are capturing higher market share. The lawsuits and large size store controversies are also impacting the operations of Ikea. Economic uncertainty is also observed in the market which can again lead to low sales and disturbed supply chain of the company. 
[bookmark: _Toc101711783]Segmentation, targeting, positioning 
The segmentation of Ikea focuses on diverse elements such as geographic, demographic, psychographic and other factors. The social segments of the company are divided into various factors such as age, occupation, race, religion, life cycle and other groups. 
When it comes to targeting Ikea focuses on customers based on primary and secondary divisions. The primary customers are between the age of 20 and 40 while the secondary customers are between the age of 40 and 70 (Sandybayev, 2017). It also targets the market which desires unique products which are innovative. The company has also targeted customers from diverse ranges such as regular purchasers, home renovators and others. Certain products of Ikea are specifically developed for old people and kids. 
Positioning is also an important factor which should be considered while placing products on the market. It helps in tackling the way in which products will be provided in the market. Ikea has been positioning its products in the affordable home décor products and affordable furniture segment. The products of Ikea are also associated with home decor terms for customers. Compared to the other products in the market, Ikea places itself in the segment where it brings positivity and happiness to the lives of the customers. 
[bookmark: _Toc101711784]Marketing mix
Product strategy- Ikea has a wide range of diversified products in the market. In the portfolio of the company, there are multiple furniture brands. Customers can select from around 12,000 product options of the company. The flagship and most selling product of the company is Billy bookcases (Song, 2021). 
[image: How to buy IKEA products from a different country]
(Figure 2: Products of Ikea)
(Source: Ikea, 2022)
The image above shows a few of the products offered by Ikea. Through the image, it can be understood how the company has been operating in plenty of segments and provides products for all the preferences of the customers. The branding strategy of Ikea is of focusing on the products as well as price elements. The company also uses consistent and recognisable themes to make customers identify its brand easily. 
Price strategy- In the marketing mix of the company the pricing strategy followed is price discrimination. The company changes different prices of its products in different segments depending on the market conditions. The furniture market is seen to be an oligopoly and has a small number of sellers but a large number of buyers. Being in the same segment the products of Ikea are priced lower than the competitors so that customers can be attracted (Vihonen, 2013). 
Place strategy- The distribution network of Ikea is strong, and the company has been selling its products through diverse channels. The products of Ikea can be found in large size stores and even on the website. Ikea uses a large network of suppliers to provide products to customers globally (Spinoglio, 2020). 
Promotion strategy- When it comes to advertising Ikea prefers aggressive strategies and sets benchmarks in the market. The company also gets involved in plenty of sponsorship events which has helped in gaining better recognition in the market. With the help of innovative advertisements, the company has been able to attract a large number of customers and also develop a better image in the market. 


[bookmark: _Toc101711785]Conclusion:
It can be concluded that Ikea is a major brand in the market and has the power of dominating the market easily. The company has been facing various issues in the market due to lawsuits and competition. It can be analysed that the company has various strengths but also suffers from weaknesses. If it is not able to work on the threats the company may lose its market credibility. The use of tools shows that the factors of internal and external environment impact the operations of the company and without taking the necessary steps it won’t be able to survive in the market. 


[bookmark: _Toc101711786]Recommendations for future marketing strategies
Based on the analysis it can be stated that Ikea has been facing plenty of issues in terms of lawsuits and sustainability. All these factors are impacting the image of the company in the market and provide a great competitive advantage to other brands. To resolve the issues, it can be recommended that Ikea should adopt better strategies to develop a positive market image. The products should be made sustainable, and the supply chain should also be altered. The company can take measures to adopt more technologies in the supply chain so that the negative parts of the supply can be removed. By eradicating the unnecessary supply chain parts, the company can save costs as well as the environment. 
Economic uncertainties are also affecting the distribution and sales of the company. In such cases, Ikea can develop a differentiated strategy and connect its operations with different countries in such a way that economic uncertainties don’t impact its supply. The company can also focus more on connecting with the emotions of people while marketing as it will help in staying in the memory of customers for a long period of time. 
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