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1. Introduction
1.1. [bookmark: _Toc142907544][bookmark: _Hlk134017019]Rationale
This report examines and contrasts IKEA's marketing strategies in the UK and China, aiming to reveal insights into tailoring marketing efforts for specific market qualities. It focuses on situational analysis models, including PESTEL, SWOT, and Porter's Five Forces, alongside the 4/7 Ps of marketing. The concept of directional development strategy is explored, adapting methods to meet evolving market needs. Factors like cultural preferences, consumer behaviour, the economy, competition, and regulations are analysed. The report also links IKEA's techniques to organisational approaches and evaluates their effectiveness. Ultimately, the study aims to illuminate challenges in international marketing by providing recommendations for multinational firms navigating cultural differences and consumer behaviour changes. It offers valuable insights for succeeding in foreign markets through a comprehensive analysis of IKEA's UK and China marketing tactics.

1.2. [bookmark: _Toc142907545]Company background mission and vision statement
IKEA is a worldwide home furnishings company best known for its reasonably priced flat-pack furniture. Ingvar Kamprad founded it in 1943. In 1956, it introduced flat packaging, which resulted in lower costs and competitive pricing. The Netherlands-based corporation, which employs some 231,000 people worldwide, has a sophisticated organisational structure. IKEA's goal is to provide well-designed, practical, and affordable furniture by using effective supply chain and manufacturing methods (Lewis, 2019). It continues to be financially successful and reported a $13.6 billion gross profit in 2021, an increase of 11.73% from the year before (Pereira, 2023). IKEA, which will be worth around $18 billion in 2021, has transformed the market with its flat-pack strategy and self-service model. IKEA has shown its flexibility across many cultures and markets by growing to over 460 shops in 62 countries by February 2023 (Burkeman, 2020). Its commitment to providing affordable, high-quality goods strives to improve lives all across the world (IKEA, 2019b).
460 IKEA stores in 62 markets | Updated: 15 February 2023
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(Image Source: About IKEA, 2023)
2. [bookmark: _Toc142907546]The Macro Environment – PESTLE Analysis
The Political, Economic, Social, Technological, Environmental, and Legal (PESTEL) model is used to analyse a company's macro environment. This study will examine IKEA's UK and Chinese impacts.
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2.1. [bookmark: _Toc142907547]Political Forces
	Political: Favourable UK

	IKEA can operate in a stable political climate in the UK, where standardised rules and easy power transfers make long-term investment choices and strategic planning easier (Marketline Advantage, 2023). IKEA is able to easily enter new markets and increase its global presence thanks to the UK's strong international political standing, which also creates opportunities for international expansion by leveraging its power in international organisations to create trade agreements and partnerships (MarketLine Advantage, 2023). IKEA may extend its worldwide presence and improve its supply chains in the UK thanks to the country's lowered trade barriers and expanded market prospects, which as of November 2022 will have a sizable portfolio of 70 trade agreements (united-kingdom-macroeconomic-outlook-report-59980).
Political: Favourable China

	In the UK, stable politics, integrated laws, and quick power transitions make long-term investment decisions and strategic planning easier for IKEA (Marketline Advantage, 2023). UK's strong international political standing allows IKEA to easily enter new markets and expand globally by leveraging its power in international organisations to create trade agreements and partnerships (MarketLine Advantage, 2023). As of November 2022, the UK will have 70 trade agreements, allowing IKEA to grow globally and enhance its supply chains. (united-kingdom-macroeconomic-outlook-report-59980).
Political: Unfavourable UK

	The UK-China relationship, which limits Chinese enterprises and reduces bilateral trade, hurts companies like IKEA that operate in both countries (MarketLine Advantage, 2023). IKEA's UK-EU commerce may be disrupted by Brexit's increased costs and trade restrictions (MarketLine Advantage, 2023). The UK Prime Minister's suggestion that the "golden era" of UK-China ties is ending raises doubts about prospective diplomatic and economic challenges, which might threaten IKEA's stability and future in both markets.
Political: Unfavourable China

	Rising Sino-Taiwan tensions could damage IKEA's China business and investments. Political chaos, economic uncertainty, and cross-strait disputes threaten customer demand and company operations (Advantage, 2023). Hong Kong's National Security Law limits civil liberties, affecting perception, and demonstrators disrupt supply chains (Advantage, 2023). The Rule of Law Index (2022) highlights China's governance challenges, which must be addressed for sustainable growth and investment.



2.2. [bookmark: _Toc142907548]Economic Forces
	Economic: Favourable UK

	IKEA's position in both countries matches the consumer desire for inexpensive home items, as the UK's trade with France reached £98.1 billion in Q1 2023 (Trade and Investment Fact Sheets, 2023). IKEA benefits in the UK's mature economy, high GDP per capita, and purchasing power (In-depth PESTLE findings from the UK, 2023). IKEA expands due to the UK's stable government and diverse economy (In-depth PESTLE observations from the UK, 2023).
Economic: Favourable China

	IKEA benefits from China's strong GDP growth and large manufacturing sector. IKEA's furnishings benefit from expanding disposable income and customer expenditure from the developing services sector (China Statistical Yearbook, 2021). IKEA uses China's "World's Factory" position and a large workforce to produce cheaply (China Statistical Yearbook 2021, 2021). IKEA's manufacturing, distribution, and retail efficiency and cost-effectiveness are improved by China's trained labour (2022 Contributor).
Economic: Unfavourable UK

	Brexit has affected IKEA's UK trading connections. Brexit and pandemic effects reduced UK-EU goods imports by 18% in Q4 2021 compared to Q4 2019, lowering trade intensity by 12% since 2019. Regulations and supply chain disruption ensued. UK household debt was 156% of income before the 2008 financial crisis, 128% thereafter, and 134% by Q2 2022. Chancellor Jeremy Hunt maintains the 20% income tax rate, changes tax rules, and evaluates energy aid to boost market confidence and public budgets. IKEA's consumer behaviour and operations will change. (OBR, 2022)(Harari, 2020)(HM Treasury, 2022)
Economic: Unfavourable China

	IKEA faces pressure from local government epidemic borrowing and China's rising debt. High debt-to-GDP ratios may impair economic stability, consumer spending, and product demand. The People's Bank of China's increased interest rates and tougher lending regulations may boost borrowing costs, reducing consumer spending and company development, which might hurt IKEA's sales and expansion. China's inflation may limit IKEA's market growth. (Aldasoro, Doerr, and Zhou, 2022) (Contributor, 2022)



2.3. [bookmark: _Toc142907549]Social Forces


	Social: Favourable UK

	1. )
Social: Favourable China
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[bookmark: _Hlk142718342]Changing trends in society for both countries
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China
 both country
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2.4. [bookmark: _Toc142907550]HOFSTEDE - Cultural Forces
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	Power Distance: Favourable UK

	A power distance score of 35% in the UK, which indicates a focus on reducing inequities, emphasises the significance of promoting workplace equality and offering equitable growth opportunities. This cultural emphasis aligns well with IKEA's operations and could lead to positive outcomes. Additionally, the culture of collaborative decision-making, stemming from the UK's lower power distance score, encourages active participation in decision-making processes. Embracing this collaborative approach may facilitate open discussions, idea sharing, and increased involvement, enhancing IKEA's prospects for success (Hofstede Insights, 2022a).
Power Distance: Favourable China

	In the UK, with a power distance score of 35%, a strong focus on reducing personal differences creates a social climate that is supportive of equality and justice in the workplace. The commitment to fair treatment and equal development opportunities is consistent with IKEA's values and may help the company run more efficiently. Furthermore, IKEA's success may be influenced by the UK's culture of collaborative decision-making, which is influenced by its lower power distance score and fosters open discussions, idea sharing, and inclusive participation (Hofstede Insights, 2022a).
Power Distance: Unfavourable UK

	The possibility for delayed decision-making still exists in light of the UK's lower power distance score of 35%, which may be related to hierarchical systems or ongoing perceptions of power imbalances. These difficulties can slow down IKEA's ability to make quick decisions and adapt quickly to changing market conditions. In addition, despite the UK's focus on removing inequalities, there is still a chance of misunderstandings occurring across hierarchical levels at IKEA, which might lead to uncertainty in the delivery of instructions, expectations, and objectives and reduce operational effectiveness (Hofstede Insights, 2022a).
Power Distance: Unfavourable China

	The high-power distance score of 80% in China has the potential to restrict IKEA's operations. As lower-ranking workers could be afraid to question superiors or suggest alternatives, this cultural trait could limit the free presentation of new concepts and limit creative thinking. As a result, this can limit development and reduce the organisation's flexibility in responding to shifting market trends. Furthermore, the organisational power structure may be a factor in the disengagement of lower-ranking workers and a lack of readiness to take initiative or own their work in IKEA's China business. This dynamic has the potential to impact overall productivity and efficiency within the organisation (Hofstede Insights, 2022b)



	Individualism: Favourable UK

	With a high individualism score of 89%, the UK creates a culture that values initiative, independent thought, and creativity—qualities that might be appealing to IKEA. This cultural attitude can inspire creativity, support a variety of viewpoints, and promote the creation of original responses to problems. Also, IKEA's personnel may adopt an entrepreneurial attitude due to the UK's strong individualist orientation. Employees may be motivated by this mindset to take careful risks, explore unique business opportunities, and actively support projects that are in line with their own aims and objectives (Hofstede Insights, 2022a).
Individualism: Favourable China

	China's very low individualism score of 20% highlights a collectivist society that focuses on the interests of the collective above personal preferences. This collective mindset nurtures a robust sense of personal responsibility towards the community's welfare, fostering a collaborative spirit for the greater good. Additionally, because of the value this cultural tendency places on group unity and cohesiveness, people tend to put the wellbeing of their immediate families and close friends first. As a result, this point of view encourages enduring relationships of allegiance and assistance to one another (Hofstede Insights, 2022b).
Individualism: Unfavourable UK

	The UK's comparatively high individualism score of 89% may contribute to a social disposition in which the needs of the self and immediate family are given priority above those of the larger society. This focus on independence and personal satisfaction has the potential to reduce shared responsibility and teamwork. Also, since people might value their personal independence and feel less responsible for the general wellbeing of society, this cultural tendency may result in less support for social welfare programmes and safety nets (Hofstede Insights, 2022a).
Individualism: Unfavourable China

	China's exceptionally low individuality score of 20% indicates a society that places more emphasis on community welfare than individual achievement, which may restrict the possibilities for individuals to develop their own skills and needs. Due to the collectivist structure of Chinese culture, where collective duties take preference, people may face limited work-life balance. This focus could force people to put work commitments ahead of personal duties or family time, which might lead to increased stress levels and burnout (Hofstede Insights, 2022b).



	Uncertainty avoidance: Favourable UK

	The UK's power distance score of 35% indicates a cultural focus on removing inequality among people, which may have a positive effect on IKEA's operations by promoting a more egalitarian workplace and offering equitable chances for employee growth and development. Even less important members of institutions and organisations expect participation in decision-making processes, which is reinforced by the UK's lower power distance score. By encouraging open communication, allowing the sharing of ideas, and promoting active engagement, this collaborative dynamic has the potential to improve IKEA's accomplishments (Hofstede Insights, 2022a).
Uncertainty avoidance: Favourable China

	China's high power distance score of 80% shows the country's respect for authority and hierarchy, which might help IKEA's Chinese operations maintain strict discipline, role compliance, and clear lines of authority. This alignment makes it possible to cooperate and complete tasks effectively. In addition, recognising inequalities in power may help streamline and organise decision-making within IKEA's Chinese business. The tendency of employees to follow orders from superiors without doing in-depth research might speed up processes and avoid unanticipated delays (Hofstede Insights, 2022b).
Uncertainty avoidance: Unfavourable UK

	Underlying challenges to decision-making processes may continue as a result of rooted hierarchical systems or persistent perceptions of power inequalities, given the UK's relatively low power distance score of 35%. IKEA's responsiveness may be limited by such complications, which might slow down decision-making and restrict flexibility in adjusting to evolving market dynamics. A possible misunderstanding between IKEA's hierarchical layers might also result from the UK's focus on reducing inequities. This may make it difficult to convey instructions, goals, and expectations clearly, which could lower overall operational effectiveness (Hofstede Insights, 2022a).
Uncertainty avoidance: Unfavourable China

	IKEA's operations may be restricted from freely expressing unique ideas and creative thinking due to China's significant power distance score of 80%, which could restrict innovation and limit the organisation's agility in reacting to changing market dynamics. This might result from lower-ranking workers being reluctant to question or provide alternatives to superiors. In addition, because of the hierarchical systems of power present in IKEA's operations in China, lower-ranking workers may not feel at ease, which might result in disengagement and a lack of drive to take initiative or take responsibility for their job obligations. Such dynamics may ultimately impact the overall productivity and efficiency of the organisation (Hofstede Insights, 2022b).



	Masculinity: Favourable UK

	The UK scored well on masculinity (66%), indicating a success-driven society that values competitiveness, success, and perfection. This mindset encourages a strong work ethic and a dedication to succeeding in a variety of areas, including academics, careers, and personal accomplishments. The drive for excellence pushes people and organisations in such cultures to continually aim for improvement, innovation, and success (Hofstede Insights, 2022a).
Masculinity: Favourable China

	China scored 66% on the masculinity scale, showing a society that places a high value on competition, accomplishment, and achievement. This attitude encourages individuals to push themselves for excellence and make a firm commitment to accomplishing their goals, both personally and professionally. A firm commitment to professional excellence and continuing improvement is common in such a strongly masculine culture, inspiring people to put in a lot of time and effort in their jobs and encouraging creativity and knowledge (Hofstede Insights, 2022b).)
Masculinity: Unfavourable UK

	The UK's high masculinity rating of 66% shows the country's strong focus on competitiveness, success, and performance, which creates an attitude that aspires to be the best and be recognised as a winner. However, this desire for individual distinction and success could unintentionally cast a shadow on cooperative and collaborative activities within the culture. Therefore, this success-oriented mentality may result in a situation where individual goals and successes take priority over group collaboration. Furthermore, in a situation that is so strongly male-dominated, the constant quest for achievement may sometimes lead to an imbalance between work and home life. The tendency could lead people to choose jobs above family and recreation, creating stress and straining relationships with others (Hofstede Insights, 2022a).
Masculinity: Unfavourable China

	China's large masculinity score of 66% highlights a society that places a high value on success and performance. This culture has produced great economic progress, but it has also had the unfavourable effect of increasing work demands and personal sacrifice. The focus on achievement has led to a competitive workplace where many Chinese employees, especially migrant labourers and service workers, put in long hours and neglect personal and family obligations in order to progress their careers. Unfortunately, the delicate balance between work and personal life may be upset by this success-driven mentality, which has negative impacts on general wellbeing. The potential for stress, burnout, and strained relationships comes when work takes priority over leisure and family time, emphasising the difficulties offered by this driven and accomplishment-oriented society. (Hofstede Insights, 2022b)



	Long-term orientation: Favourable UK

	The UK's overall long-term orientation score of 51% shows how well-rounded a society can balance tradition with the needs of the present and the future while accepting innovation and adaptation. The UK can rely on its rich traditions and history while staying flexible thanks to this well-balanced strategy, which promotes continuity and stability while encouraging involvement with current challenges. A dedication to contemporary education and the development of practical skills supports this pragmatic viewpoint, enabling people to successfully address difficulties in the future. The UK is in a position to confidently navigate uncertainties and skilfully adjust to changing circumstances by valuing education and using a realistic and forward-looking attitude. (Hofstede Insights, 2022a)
Long-term orientation: Favourable China

	China's high long-term orientation score of 87% shows the country's firmly rooted pragmatic attitude and its ability to skillfully adapt ancient practises in response to changing conditions while maintaining basic ideals. This flexibility allows China to manage dynamic macroenvironmental issues in an efficient manner, showing its capacity to handle shifting circumstances. In addition, China's commitment to strategic planning, investment, and savings is fueled by its forward-looking attitude towards long-term orientation, supporting economic and infrastructure expansion. Given its aptitude for investing in the future, China is well-positioned to take advantage of potential possibilities and difficulties. (Hofstede Insights, 2022b).
Long-term orientation: Unfavourable UK

	A balanced culture of tradition and flexibility is promoted by the UK's moderate long-term orientation score of 51%, which shows a dual commitment to both historical legacy and future possibilities. However, this balance presents difficulties that may lead to a lack of clear direction and clarity in some situations. Lack of a clear strategy might make it difficult to create clear long-term plans and cause uncertainty. This unclear position also suggests a tendency for restricted concentration on certain long-term goals. Such principles could make it difficult to create long-term plans that are consistent and well-defined, which might affect strategic coherence (Hofstede Insights, 2022a).
Long-term orientation: Unfavourable China

	China's high long-term orientation score of 87% highlights its flexibility and pragmatism, but an overemphasis on practicality might mean that the need to maintain historical and cultural traditions is reduced. This may lead to a detachment from cultural heritage, which over time could weaken the nation's cultural identity. Additionally, China's strong preference for modernising customs and obtaining quick results may call for short-term agreements, such as ignoring leisure and family time in favour of work. This relentless pursuit of short-term objectives may increase stress and burnout in people and workers (Hofstede Insights, 2022b).



	Indulgence: Favourable UK

	The UK's high indulgence rating of 69% suggests a society that places a high value on giving in to urges and wants, places a priority on living life to the fullest, and accepts leisure activities without excessive constraint. This pro-indulgence approach encourages a spirit of creativity, exploration, and self-expression, creating a vibrant society that values individual fulfilment and well-being. The UK's inclination for indulgence has a connection with positivity and optimism, highlighting the ever-changing and upbeat nature of the nation (Hofstede Insights, 2022a).
Indulgence: Favourable China

	Despite having a relatively low indulgence score of 24%, China's traditional festivals and celebrations show that the country values happiness and the expression of culture. The intricate art, literature, and performing arts of China also reflect a strong tradition of creative expression, reflecting a celebration of beauty and supporting the preservation of cultural identity and aesthetics (Hofstede Insights, 2022b).
Indulgence: Unfavourable UK

	The UK places a lot of emphasis on having fun and enjoying life, which might result in a culture that values leisure above work and cause work-life imbalances and decreased productivity. Furthermore, placing greater value on satisfying impulses and desires for personal pleasure may promote materialism and consumerism, which may lead to overconsumption, environmental problems, and financial stress for people who place indulgence above responsible spending (Hofstede Insights, 2022a).
Indulgence: Unfavourable China

	Given China's low indulgence score of 24%, which reflects its cultural propensity for restraint and control, people may have a predisposition to see life with cynicism and pessimism. This approach may produce an environment where such needs are restrained, discouraging the pursuit of luxury and instant fulfilment. Due to the limited focus on leisure and desire fulfilment in this restrained cultural context, people might value self-discipline over their own enjoyment and relaxation, which may limit their ability to feel joy and personal fulfilment (Hofstede Insights, 2022b).



2.5. [bookmark: _Toc142907551]Technological Forces
	Technological: Favourable UK

	The UK's digital economy growth plan and emphasis on cybersecurity offer opportunities for IKEA. The nation's innovation rankings suggest a tech-savvy environment, enabling collaboration with SMEs and tech advancements. This aligns with IKEA's operations, enhancing products, supply chain, and customer experiences while ensuring a secure digital environment (UK Government, 2023)(WIPO, 2022).
Technological: Favourable China

	Leveraging China's Tech Advancements: China's progress in 5G, AI, and e-commerce creates opportunities for IKEA. 5G fosters smart solutions and AR shopping, enhancing engagement. Expanding internet users and broadband support digital efforts. Digital connections enable broader outreach through online sales, marketing, and engagement. China's R&D focus offers collaboration, aiding IKEA's product development. (MarketLine Advantage, 2023)(Marketline Advantage, 2023a)
Technological: Unfavourable UK

	Despite the UK's substantial £14.9 billion R&D investment, critical sectors face a skilled labor shortage. While IKEA's dedication to innovation and net-zero goals is notable, lacking trained workers could hinder progress. Despite focused research, attracting and retaining skilled talent, vital for innovation and national competitiveness, remains a challenge. Moreover, the UK's low implicit tax subsidy rate for R&D could potentially disadvantage IKEA and other enterprises (Gov. UK, 2022).
Technological: Unfavourable China

	Cyberattacks threaten IKEA's IT security, risking breaches, data loss, and operational disruptions (Feng, 2019). Protecting digital infrastructure and customer data against foreign hackers is crucial (Feng, 2019). IKEA's goals could be impacted if skilled graduates leave for wealthier countries (MarketLine Advantage, 2023). Fierce competition for tech skills, especially in AI and advanced tech, might hinder IKEA's full utilization of China's advancements (MarketLine Advantage, 2023).



2.6. [bookmark: _Toc142907552]Environmental Forces

	Environmental: Favourable UK

	Leveraging the UK's global influence and environmental laws, IKEA's sustainability aligns with the nation's emissions reduction and renewable energy efforts (Committee on Climate Change, 2023). The UK's ambitious targets in air, water, animal protection, and forest expansion create opportunities for IKEA's sustainability initiatives (Bunting et al., 2022). Synergy with the UK's expanding renewable energy environment enhances IKEA's carbon footprint reduction and renewable energy integration (BP Statistical Review of World Energy, 2022).
Environmental: Favourable China

	China's biodiversity offers IKEA sustainable sourcing and conservation potential (Mi et al., 2021). Collaborating with local organizations and responsible sourcing contributes to biodiversity preservation and ecologically friendly products (Mi et al., 2021). China's renewable energy focus aligns with IKEA's goals, enabling solar panels on shops and warehouses (MarketLine Advantage, 2023). Reforms in China's legal system promote human rights and legal assistance, safeguarding employees and IKEA's interests (MarketLine Advantage, 2023). These environmental and legal advancements enhance IKEA's sustainability and operational objectives, bolstering its position in the Chinese market.
Environmental: Unfavourable UK

	IKEA's commitment to responsible sourcing and sustainability is threatened by the UK's shrinking natural forests (Vizzuality, 2023). IKEA, which emphasises forest conservation and responsible material sourcing, relies on timber and wood-based components, which may become scarce and unsustainable (Vizzuality, 2023). To meet IKEA's sustainability objectives and protect biodiversity and climate change, this environmental issue must be addressed (Vizzuality, 2023). IKEA's commitment to sustainability necessitates proactive forest protection and forest cover loss prevention (Vizzuality, 2023).
Environmental: Unfavourable China

	IKEA's environmental sourcing strategies are put at risk by China's deforestation and decreasing natural forest cover, demanding a focus on robust supply chains and responsible wood sourcing to support the company's commitment to sustainability (Marketline Advantage, 2023a). Additionally, maintaining dependable operations and energy-efficient infrastructure is difficult due to China's rising frequency of heatwaves and their effects on energy supply and demand (Marketline Advantage, 2023a). This might compromise IKEA's larger sustainability goals. To lessen possible disruptions brought on by climate-related occurrences, proactive modification measures may be needed (Marketline Advantage, 2023a).



2.7. [bookmark: _Toc142907553][bookmark: _Hlk142215203]Legal Forces
	Legal: Favourable UK

	The UK's inviting investment environment, reflected in its low FDI restrictiveness index, supports growth and expansion, allowing companies like IKEA to explore new markets and international cooperation (Syal, 2023). IKEA and other businesses profit from the smaller tax wedge in the UK compared to the OECD average. This eases costs for hiring, retaining talent, and benefits consumers through increased disposable income, boosting consumer spending (OECD, 2023).
Legal: Favourable China

	China's "Plan on Building the Rule of Law" signals a positive direction for the legal landscape, enhancing governance and predictability (MarketLine Advantage, 2023). This strategic effort might provide IKEA with a stable legal framework. Ongoing legal revisions, especially in finance since 1979, contribute to a structured environment, aiding IKEA's operations by establishing a clear legal foundation (Marketline Advantage, 2023a).
Legal: Unfavourable UK

	The introduction of a controversial asylum law in April 2023 creates difficulties for UK-based businesses, including IKEA. The measure limits migrants' ability to find refuge in the nation, which may have consequences for labour markets and supply networks. If this bill becomes law, it could have an impact on IKEA's recruiting and employment practises, as well as the availability of labour in specific industries. (Syal, 2023)
Legal: Unfavourable China

	The tariff adjustment plan, designed to accommodate supply-demand dynamics and foster local industry growth, holds implications for IKEA's cost structure, pricing strategies, and supply chain management. Fluctuations in import-export tariffs could necessitate adjustments to the company's operational strategies. Moreover, potential modifications to labour laws and taxation rules for foreign investors pose future uncertainties. These prospective changes might impact IKEA's human resource practices and financial planning strategies, necessitating adaptability to evolving regulatory landscapes. (Marketline Advantage, 2023a)(MarketLine Advantage, 2023)



1.8 [bookmark: _Toc142907554]Similarities between the UK and China:
Aiding IKEA's expansion goals, the UK and China offer distinct advantages. The UK's extensive trade agreements open new markets, while China's proactive diplomacy enhances supply chains. Both countries boast political stability, creating secure foundations for IKEA. The UK's steady regulations and seamless transitions support long-term operations, and China's centralized structure aids efficient decision-making. Technologically advanced, the UK's digital focus aligns with IKEA's innovation aims, enhancing operations and customer experiences. China's strides in 5G, AI, and e-commerce enable IKEA to revolutionize its approach with augmented reality shopping and efficient supply chains. Through global stability and technological prowess, the UK and China empower IKEA's strategic expansion for enduring growth.
1.9 [bookmark: _Toc142907555]Differences between the UK and China:
Amidst contrasting political systems, the UK boasts a democratic structure with established power transitions, while China operates a one-party system led by President Xi Jinping. These dynamics ripple into decision-making and regulations, potentially shaping IKEA's operations and government interactions. On the trade front, the UK's expansive agreements fuel IKEA's global growth, whereas China's relations, especially with Taiwan and Hong Kong, carry geopolitical nuances that could indirectly sway operations and customer perceptions. 
Cultural disparities come to light as the UK champions individualism, nurturing creativity aligned with IKEA's ethos, while China underscores collective interests and authority respect, potentially influencing communication, decisions, and employee empowerment. Environmental commitment unites both, with the UK's renewable energy pursuit echoing IKEA's sustainability drive, and China's focus on biodiversity and renewables complementing sourcing and operations. Legally, the UK's business-friendly landscape aids IKEA, and China's rule of law enhancements aim for predictability, bolstering stability and compliance. Economically, the UK's developed economy and trade ties elevate IKEA's market presence, while China's economic might and technological focus offer innovation avenues for IKEA's future endeavors.



1. [bookmark: _Toc142907556][image: A diagram of a company's company
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(Hall.C, 2023)

Michael Porter created the Porter's Five Forces Model to analyse industry competition, encompassing new entrants, buyer and supplier power, substitutes, and rivalry. It reveals possibilities and difficulties, including entrance hurdles, supplier relationships, customer preferences, and competitiveness, when applied to IKEA's UK and China initiatives. This serves as the blueprint for IKEA's specific strategy for success in various areas (Reference: Author, Date). The model helps IKEA analyse and shape its marketing strategy in the UK and China (Reference: Author, Date).

I. [bookmark: _Hlk142744937]Threat of New Entrants
[bookmark: _Hlk142836474]UK: The threat of New Entrants is medium-high.
IKEA's competitive edge stems from delivering the market's lowest prices, supported by cost-effective strategies, economies of scale, and seamless technological integration. This not only sustains affordable pricing but also establishes substantial barriers for potential UK furniture market entrants, which, while not insurmountable, are significant. Notable competitors like DFS, John Lewis, and Argos (Ltd, 2022) intensify competition. IKEA's established presence, brand recognition, and operational prowess reinforce these barriers, solidifying its influential market position (Reference: Ltd, 2022).
China: The threat of New Entrants is medium-high.
The threat to entry for IKEA's rivals is rated as medium-high in the UK. For would-be competitors targeting the UK furniture industry, IKEA's competitive advantage of providing the lowest prices on the market, supported by cost effectiveness, economies of scale, and seamless technology integration, creates significant hurdles. These obstacles are considerable, but not insurmountable, and are made worse by well-known competitors like DFS, John Lewis, and Argos (Ltd., 2022). These hurdles are further strengthened by IKEA's well-established presence, high brand awareness, and operational knowledge, creating its popular standing in the market (Reference: Ltd, 2022).

II. Threat of Substitute
UK: The threat of substitutes is medium. 
Local merchants, e-commerce giants like Wayfair, Made.com, and Amazon, luxury brands like Habitat, Heal's, and John Lewis, a robust second-hand market, and a strong DIY culture are just a few of the potential challenges IKEA faces in the UK's furniture industry (admin, 2023). IKEA's strong value offer, practical designs, and environmental efforts successfully compete with these alternatives, fitting well with British customers' choices and maintaining the company's recognition, cost-effectiveness, and aesthetic appeal (admin, 2023).
China: The threat of substitutes is high. 
In China, the threat of substitutes poses a significant challenge for IKEA due to various factors. Counterfeit products and local competitors imitating IKEA's designs offer cheaper alternatives, impacting market share (Li et al., 2019). Moreover, the preference for Chinese-style furniture and the availability of substitutes in the market further elevate this threat (Dudovskiy, 2017). These combined factors heighten the risk of substitutes for IKEA in China, necessitating strategic measures to maintain its competitive edge and customer loyalty.

III. [bookmark: _Hlk142325483][bookmark: _Hlk142325491]Bargaining Power of Customers
UK: The Power of Customers is moderate.
Customers have a significant amount of power since there are many manufacturers, a wide range of options, and inexpensive switching costs. The limited innovation in furniture (Statista, 2022), market diversification, and impact of e-commerce in the UK all contribute to their increased control. Access to information, shifts in society, and digital commerce strengthen bargaining power. The digital environment and economic changes have transformed negotiation; value emphasis and market options have strengthened it. E-commerce strengthens this ability by changing with shifting markets and consumer trends. Consult recent studies and market evaluations on the negotiating power of IKEA's UK customers for further information (Kasi, 2019).
China: The Power of Customers is high. 
A comprehensive evaluation of IKEA's China operations through Porter's Five Forces highlights substantial customer bargaining power (Fenton, 2015). Customers' impact is increased by the unique features of the Chinese market, smaller target audiences, and price sensitivity (Li & Steiner, 2010). Given both domestic and foreign choices, the wide range of choices enhances their influence (Fenton, 2015). Other factors include a variety of preferences (Li & Steiner, 2010), which compelled IKEA to change its conventional offers and take regional tastes and price into account (Fenton, 2015). To meet this problem, specific strategies must be developed that promote loyalty via outstanding service (Fenton, 2015).

IV. [bookmark: _Hlk142325504][bookmark: _Hlk142325517]Bargaining Power of Suppliers
UK: The Bargaining Power of Suppliers is high.
In the UK's furniture market, suppliers to IKEA have significant negotiating influence (Kasi, 2019). This is a result of the lack of wood, a necessary raw element for the manufacture of furniture. Suppliers have a variety of alternatives for selling their raw materials to various domestic and foreign rivals (Kasi, 2019). Suppliers thus have the upper hand when haggling with IKEA about conditions and pricing. The suppliers' strong negotiating position may have an impact on IKEA's cost structure and profitability. IKEA is able to maintain positive connections with suppliers and negotiate advantageous terms because of its widespread presence and substantial buying power. (Dudovskiy, 2017)

China: The Bargaining Power of Suppliers is high. 
This is mainly because wood, a necessary raw element for the manufacture of furniture, is limited (Kasi, 2019). Suppliers have a few choices for selling their raw materials to other domestic and foreign rivals, giving them a competitive edge when negotiating pricing and conditions with IKEA (Kasi, 2019). The cost structure and profitability of IKEA may be impacted by the strong negotiating position of its suppliers (Kasi, 2019). However, IKEA's widespread distribution and buying power allow the firm to maintain positive working ties with suppliers and bargain for better prices (Kasi, 2019).

V. Competitive Rivalry
UK: The Bargaining Power of Suppliers is high. 
The bargaining power of suppliers for IKEA in the UK within the furniture industry is high (Dudovskiy, 2017). This is mainly due to the scarcity of wood as a crucial raw material (Dudovskiy, 2017). However, IKEA's global presence and purchasing power help mitigate these threats by maintaining strong relationships with suppliers and negotiating favourable terms and prices (Dudovskiy, 2017). Additionally, the limited potential for forward integration and the smaller size of suppliers compared to IKEA also contribute to the limited bargaining power of suppliers (Dudovskiy, 2017).
China: The Bargaining Power of Suppliers is high. 
Suppliers wield significant power over IKEA's China operations (Li & Steiner, 2010), which has an impact on pricing negotiations. IKEA's worldwide footprint, however, overcomes these difficulties (Li & Steiner, 2010) and is strengthened by solid supplier relationships that guarantee continuity (Kasi, 2019). IKEA negotiates favourable terms and prices with suppliers by using these connections and its worldwide reach (Li & Steiner, 2010). Other studies, however, point to weaker supplier power because of China's competitive market and a wide range of provider selling possibilities (Li & Steiner, 2010; Kasi, 2019).

1.1. [bookmark: _Toc142907557]Similarities
[bookmark: _Toc142907558]IKEA's competitive edge lies in its ability to offer low prices, thanks to its cost-effectiveness strategy. This advantage holds true for both the UK and Chinese markets. However, suppliers in both regions possess significant negotiating power due to the scarcity of wood, a vital raw material for furniture production. Despite this, IKEA's global presence and purchasing power come to the forefront, allowing the company to maintain strong relationships with suppliers and secure favourable terms and pricing. This strategic leverage is instrumental in mitigating the impact of supplier bargaining power and ensuring IKEA's continued success in both markets.
1.2. Differences
In both the UK and China markets, IKEA's cost-effective strategy grants a competitive edge by enabling low prices. Yet, wood scarcity, a vital furniture material, empowers suppliers' negotiation positions. To counter this, IKEA leverages its global reach and purchasing power, fostering beneficial supplier relations. Substitutes challenge IKEA in the UK via local retailers, e-commerce, premium brands, second-hand markets, and DIY culture. In China, counterfeit items, imitating rivals, and a preference for local-style furniture pose substitute threats. Buyer bargaining power in the UK relies on information, economics, and e-commerce, while China's distinct market dynamics and abundant substitutes amplify their sway. Suppliers' strength in the UK lies in wood scarcity, and in China, local-international competition heightens their negotiation power.

2. [bookmark: _Toc142907559]SWOT analysis of IKEA 
[image: A blue and white diagram

Description automatically generated with medium confidence]

(Source Created by CA Hall)

	Strength
	Weakness

	China
	UK
	China
	UK

	Strong GDP Growth: China's GDP grew over 7% in a year, boosting its economy.

Foreign Reserves: China's $3 trillion foreign currency reserves stabilise its economy and boost its global financial position.

Cheap Labor: China's inexpensive labour draws multinational corporations, increasing manufacturing and jobs.

Mobile Technology Boom: The growing usage of mobile technology, particularly in rural and populous regions, boosts telecom development and connectivity.

Government Control: The centralised government structure streamlines policy implementation and decision-making, allowing faster change.
	[bookmark: _Hlk142905285]Customer Knowledge: Drive sales with customer-centric initiatives. IKEA outperforms competition through affordable prices, diversified items, innovative designs, and user-friendly experience.
Innovative Cost Management: Sustainable materials, packaging, and delivery optimise cost. IKEA's cost management is innovation-driven and cost-effective.
Supply Chain Integration: Long-term supplier relationships provide quality, cost-effective bulk purchases. Local sourcing and IWAY reduce integration costs.
Brand Reputation and Market Presence: IKEA is the world's most valuable furniture brand, attracting customers. Diversification helps furniture, restaurants, residences, and apartments compete in changing markets.

	Unemployment and Transition: Rural unemployment is high despite cheap labour. Transitioning to service occupations is difficult due to agricultural decline.
Government Restrictions: China's strong control over content, social media, and other communication hampers freedom and creativity, which may slow industry advancement.
Property and building Slowdown: Restrictions on property selling and mortgage financing have slowed residential house sales and building, affecting jobs and economic development.
	Negative publicity: Employee treatment, advertising, and lobbying criticism hurts IKEA's brand reputation and consumer loyalty.
Product and Service Quality: IKEA struggles to maintain standards while reducing costs. Lower customer satisfaction leads to increased product returns and brand harm
Standardised items: Standardised items save expenses but restrict IKEA's consumer base. Competitors gain niche market share due to inability to provide greater quality and customization.





	Opportunities
	Threats

	China
	UK
	China
	UK

	Service Sector Growth: China may diversify its economy by promoting service-based firms as the agriculture sector declines.

Urban Migration: As agriculture declines, urban areas may expand, attract young workers, and provide new jobs.
	Expanding into Developing Economies: Emerging retail markets provide IKEA significant revenue growth potential. Brazil, Mexico, Indonesia, and Malaysia can help the firm flourish.
Growing Online Sales: IKEA's 870 million internet visits may capitalise on the rise in online retail sales. Sales and cost reductions are possible.
Expansion into the Grocery Market: IKEA's efficient management of food outlets allows it to grow into the grocery market as demand for healthier food rises.

	Service Sector Growth: China may diversify its economy by promoting service-based firms as the agriculture sector declines.

Urban Migration: As agriculture declines, urban areas may expand, attract young workers, and provide new jobs.
	Expanding into Developing Economies: Emerging retail markets provide IKEA significant revenue growth potential. Brazil, Mexico, Indonesia, and Malaysia can help the firm flourish.
Growing Online Sales: IKEA's 870 million internet visits may capitalise on the rise in online retail sales. Sales and cost reductions are possible.
Expansion into the Grocery Market: IKEA's efficient management of food outlets allows it to grow into the grocery market as demand for healthier food rises.




2.9 [bookmark: _Toc142907560]Similarities
China and the UK have powerful economies and diverse agendas. China's impressive GDP growth and large foreign reserves reinforce its worldwide economic power. The UK's stable environment and financial reserves support its economy. China's cheap labour attracts global firms, creating jobs and economic power. IKEA's smart cost management helps the UK create jobs and economic stability. China's supply chain integration lowers costs and improves quality, while the UK's boosts competitiveness. China's policies and the UK's consumer focus highlight market presence and brand recognition. Despite different policies, China and the UK are global economic powers due to their GDP, reserves, labour, supply networks, and market presence.

2.10 [bookmark: _Toc142907561]Similarities
China and the UK recognise the government's role in business, but their tactics differ. China's centralised government streamlines policy execution, whereas the UK uses consumer knowledge and cost management. China's control hinders innovation, whereas the UK's customer-centricity promotes dynamic problem-solving. China becomes a service economy, whereas the UK diversifies its product mix for flexibility. China's policies are criticised, while the UK's employee treatment is criticised. China targets service sector development, the UK's growing economies, and internet commerce. Competition and consumer income are threats. Despite common themes, their reactions, challenges, and tactics determine their development and competitiveness. (Statista, 2022; admin, 2023; Kasi, 2019)


3. [bookmark: _Toc142907562]STP Analysis of IKEA (Segmenting Targeting and Positioning)
[image: A diagram of a marketing strategy
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(Hall.C, 2023) 
1.Segmentation

China – explain
Segmentation: IKEA segments the Chinese market based on demographic, psychographic, and behavioral factors, targeting urban middle-class families, young professionals, college students, and individuals who appreciate functional and affordable furniture. (Reference: IKEA's localization efforts and target segments in China) (Chu, Girdhar and Sood, 2013)

UK – explain.
1. Geographic Segmentation: IKEA targets different regions and countries, adapting products to local preferences. This recognizes varying consumer needs based on location (Kotler & Keller, 2016).
2. Demographic Segmentation: IKEA caters to various demographics, appealing to individuals and families seeking affordable home furnishings (Armstrong et al., 2018).
3. Psychographic Segmentation: IKEA focuses on value-conscious consumers who desire quality and affordability (Schiffman et al., 2017)

2.Position: Perception = perceptual map (diagram)
[image: ]
China
Positioning: IKEA positions itself as a Swedish brand that offers well-designed, sustainable, and affordable furniture and home goods. It emphasizes its commitment to quality, functionality, and meeting the needs of Chinese consumers. IKEA positions itself as a one-stop solution for home furnishing needs, highlighting its wide range of accessories and home decor items. (Reference: IKEA's positioning and product offerings in China) (Daxue Consulting, 2021)
UK
1. Product-Based and Value-Based Positioning: IKEA's tagline "Affordable solutions for better living" emphasizes their commitment to quality and value (Kotler & Keller, 2016).
2. Sustainability Positioning: IKEA's eco-friendly practices can enhance their positioning as a socially responsible brand (Schiffman et al., 2017).


3.Targeting
China
Targeting: IKEA's primary target market in China is urban dwellers seeking affordable and stylish furniture solutions. The company positions itself as a provider of quality products at affordable prices, targeting customers who value simplicity, modern design, and functionality. (Reference: IKEA's target market and positioning in China) (Team, 2022)

UK: 
1. Differentiated Targeting: IKEA targets a diverse customer base seeking affordable, innovative, and well-designed furniture (Kotler & Keller, 2016).
2. Collaboration with Designers: Partnering with home designers appeals to design-savvy consumers, aligning with an upscale target segment (Armstrong et al., 2018).

For each sections
Relate Segmentation, targeting and positioning to the company
Discuss any similarities and differences with the 2 different countries in relation to STP.
3.9 [bookmark: _Toc142907563]Similarities
3.10 [bookmark: _Toc142907564]Differences

Remember to include appropriate critical analysis of selected models.
4. [bookmark: _Toc142907565]Marketing mix elements (7Ps)
[image: the-7-ps]Product (or Service)
UK
China
variety and branding strategies, pictures/Images
Price
UK
China
What factors have influenced the price change, pricing strategies
Promotion
UK
China
Place
UK
China 
Indirect/ direct
Market entry methods – what are they, identify how was it influences, one of the methods advntages and disadvantages.
People
UK
China 
training. 
Process
UK
China 
Customer complaints process/recruitment
Physical Evidence
UK
China 
Website content
Uniforms
Building
[bookmark: _Toc142907566]Differences/Similarities (Use paragraphs and refer to of all 7P’s)
[bookmark: _Toc141208383][bookmark: _Toc142907567]Weaknesses (Use paragraphs and refer to of all 7P’s)

Remember to include appropriate critical analysis of  selected models.
[bookmark: _Toc141208384][bookmark: _Toc142907568]Directional Development Strategy (Ansoff matrix , Porters Generic Strategy, OR the BCG matrix)
Provide a definition of: directional development strategy
Relate EITHER the Ansoff matrix OR the
BCG matrix
Remember to include appropriate critical analysis of selected models.

Recommendations 
The Product Life Cycle 
Name Product Strategies
5. [bookmark: _Toc142907569]Conclusions
To successfully launch the product, Mercedes should conduct a thorough environmental marketing analysis, consider financing options, and reposition its brand to appeal to a wider audience 
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