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1.Executive summary

This report mainly talks about the strategic management for IKEA Holding. It can be divided into three parts. After introduction of IKEA Holding, the first part is strategy position. In this part, external environment and internal environment are analyzed. In the second part, SWOT and TOWS analysis are illustrated to give some suggestions. In the last part, change management plays an important role.
2.Introduction 

Inter IKEA Holding BV (IKEA Holding) is headquartered in Delft, Zuid-Holland, the Netherlands. It is a holding company through its subsidiaries is engaged in providing home furnishing products, solutions and services. The company’s business areas include franchising, range and supply and industry. It offers products in various categories including textiles, living room and workspace, bedroom and bathroom, kitchen and dining, lighting and home smart, cooking, eating and decoration and food among others. Inter IKEA Holding specializes in manufacturing and offering wood-based furniture. The company works with retailers and suppliers to provide franchisees. According to IKEA Holding’s website, the mission is to create a better everyday life for the many people. (IKEA, 2020)
3.Strategy position
3.1External environment

3.1.1 Economic environment

COVID-19 affects global economy. In fact, swift action by central banks has softened the impact of the damage to economic activity caused by lockdowns, and rising infection rates in emerging markets have resulted in a downward revision of real GDP growth for 2021. It can be seen that from chart, global real GDP growth is not well in 2021, which indicates that economy situation would have an impact on industry. The economic changes caused by COVID-19 will be likely to affect production, employment, customers, suppliers and communities. 
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3.1.2 Social environment

It is known that PESTEL analysis emphasis on six environmental factors: political, economic, social, technological, ecological and legal. The PESTLE framework's social aspect deals with the socio-cultural changes and how they can affect an organization either positively or negatively (Mintel, 2016). Nowadays, more and more people aware that they need a cozy environment for relax. In fact, leisure activities are central to human activities because they increase positive emotions and thereby enhance people’s sense of well-being (Heintzman,2003). Afternoon tea has become a popular tea culture. Afternoon tea combined with specific desserts, music, and conversation has become a custom suited to specific groups, and many customers have learned to enjoy the atmosphere offered by afternoon tea (Chen, 2011). So many people choose to have afternoon tea in a comfortable environment. In IKEA, all food can be taken by yourself. And people can have a talk at table with delicious food. For example, In China, the core customer is around 30 years old. Many from IKEA's target group, are what in China are known as "the little emperors" and in literature they are also labelled "the me-generation" or "the lifestyle generation" (Schütte and Ciarlante, 1999). They may go to IKEA for social contact rather than shopping. People in the Shanghai store can be seen apparently sleeping in the beds and on the sofas and reading a book with their feet on the tables. To be honest, there is no forbidding sign on the wall for IKEA. It just hopes that products can be unbroken. Therefore, IKEA can enact some polices to forbid it. In addition, according to recent science, eating less red meat, and more fruit and vegetables, is good for both people and planet. (Walter Willett MD, 2019) Lena Pripp-Kovac, Chief Sustainability Officer at Inter IKEA Group think that 

“IKEA wants to make healthy and sustainable choices the most desirable option, by for example demonstrating that plant-based food can be really delicious. Research confirms the importance of making sustainable products affordable and desirable, and IKEA can really make a positive difference here. The more sustainable choice shouldn’t be a luxury for the few. It should be part of people’s everyday life” 
3.1.3 Technology environment

Technology plays an important role in IKEA Holding. VRAR (virtual and augmented reality) is increasingly becoming a heated point for many businesses around the world. Virtual reality (‘VR’) gives marketers the opportunity to give their audience the closest experience they can get of a product, service or place without actually physically being there. (Martin Talks, 2015) In fact, IKEA Holding have utilized VRAR technology in the furniture market. In 2017, the ‘IKEA Place’ app has been downloaded by millions of customers, allowing them to see how more than 2,000 pieces of furniture will look in their homes. In the next time, IKEA Holding became the one of the 50 most innovative companies. Most importantly, the app utilizes a new technology which provides consumers with an instant interpretation of how the furniture will appear in their homes, facilitating the demand for online shopping alongside the enormous benefit of being able to see how it would fit inside your home. (Tom Broderick, 2018) The following chart shows that there are 40% people consider buying household goods by virtual reality.
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3.2 Internal environment

3.2.1 Core advantages

The resource-based view (RBV) is an explanation of performance differences between firms that assumes that firms that are high performing are made up of bundles of resources that give them an advantage in the marketplace (Barney and Arikan, 2001). RBV aspires to explain the internal sources of a firm's sustained competitive advantage (SCA). As a matter of fact, a firm's resources will allow a firm to be high performing when they are valuable, rare, inimitable and non-substitutable. This applies to situations where the market environment is relatively static or predictable (Barney, 1991) but in a dynamic environment, resources are "more homogenous, fungible, equifinal and substitutable than is usually assumed" (Eisenhardt and Martin, 2000). Because market environment is complex. Companies should stay competitive with the help of innovation. 
The core advantages of IKEA are:

The first is that products can meet the demand of sustainable environment by using recyclable material. Taking wood for example, as a common material, IKEA will design the wood of the original exhaust gas into a new home by compressing, pulverizing and direct cutting without changing the materials of the home product. 

The second is that low price. Comparing other similar products, products in IKEA are likely to buy at a lower price. In addition, in the sales process of products, Whether it is in the home experience store or in the product manual, IKEA will place all the home products in each complete sample space, so that let consumers have an intuitive understanding of the size, price and compatibility of the product with the surrounding environment, thereby enhancing the rationality of the selection of products and effectively avoiding the problem of uncoordinated household products.

The last one is logistics. For most consumers, logistics usually costs a lot and it is inconvenient to transport furniture. The flat-panel packaging mode adopted by IKEA can greatly reduce the occupation volume in the home transportation process. And it can reduce the number of transportation times, which can save some cost.
3.2.2 Competitors

Porter believes that there are five forces that determine industry attractiveness. They are new entrants, buyers, substitutes, suppliers and competitors. Competitive rivals are organizations with similar products and services aimed at the same customer group and are direct competitors in the same industry. Porter said “the slow develops may intensify competition easily in the market” (Porter, 1998). 
Kingfisher Plc (Kingfisher) is a specialty retailer of home improvement products. It sells hand tools, heating and plumbing accessories, power tool accessories, electrical and lighting accessories, bathroom and kitchen accessories, and outdoor and gardening tools. The company markets and sells these products through B&Q, Castaroma, GoodHome, Brico Depot, Screwfix and Koctas banners. Kingfisher also offers digital home and improvement service tools and bathroom planner tools for its users. Kingfisher is headquartered in London, England, the UK. 
4.Strategy analysis

4.1 SWOT analysis

A SWOT analysis can provide a simple method of synthesizing the results of the advertising and marketing audit (Fahy and Jobber, 2019, p.369). It can be divided into four parts: Strengths, Weaknesses, Opportunities, and Threats.
4.1.1 Strengths
 IKEA has a clear vision – to provide well designed, functional home furnishings at prices so low that as many people as possible will be able to afford them. Its various functions (supply chain operations and inventory managementincluded) work together to support its distinctive value proposition. In fact, IKEA has a high degree of vertical integration across the value chain. It is beneficial to control the quality of inputs and profit margins. In addition, company at the end of the value chain provides large stores. This model is very successful because company achieve profit growth.
4.1.2 Weaknesses 

Hybrid marketing roles have grown more common in recent years as business has shifted to digital and data-driven channels that can be more closely linked to sales outcomes. (Adams, 2021) Because of COVID-19, consumers needs are changing quickly. They may choose to stay at home. So how to connect product development and market is a problem. What is more, during the process of operation, the channel of e-commerce in IKEA is slower than others.
4.1.3 Opportunities

The global furniture and floorings market can be separated into four distinct stages: materials, production, retail and end-user. Different companies of varying size compete against others. Materials used in furniture and floorings production can be divided roughly into two parts, natural and synthetic. Some furniture will contain both. The production of materials required for the construction of furniture and making of floor coverings is dominated by large, international players. So natural and synthetic in furniture and floorings market are used by large companies. It provides a good chance for IKEA. Products in IKEA contains both, which is attractive in market. In addition, the large companies in the market operate subsidiaries that have backwards integrated into the purchasing of materials for manufacturing. Swedwood, deals in wood for IKEA. So IKEA is not dependent upon individual suppliers.
4.1.4 Threats

Like other companies, IKEA is also facing challenges. A lot of governments are still spending funds on fossil fuels. And a stable framework is lacked in renewable electricity. Without a certification scheme for renewable electricity in place, it is impossible for Ikea to source it credibly. It requires a lot of work to handle with renewable electricity and take price into consideration. As a matter of fact, many stores have already consumed renewable electricity generated on-site. Taking Australia for example, Adelaide store decides to generate more renewable energy to cover their consumption. But it is a difficult challenge indeed.

4.2 TOWS matrix analysis
TOWS and SWOT are acronyms for distinct preparations of the words Strengths, Weaknesses, Opportunities and Threats. Using TOWS matrix will assist discover strategic options that cope with Strengths and Opportunities (SO), Strengths and Threats (ST), Weaknesses and Opportunities (WO), Weaknesses and Threats (WT) (Mind Tools Content Team,2016).
Table 1 The TOWS matrix analysis of IKEA.

	
	Strengths
	Weaknesses

	Opportunities
	SO

Improve and upgrade the vertical integration of the value chain to achieve dependent in suppliers market.
	WO

Must innovate and work with others to test and learn

	Threats
	ST

To introduce renewable electricity, mainly from our own wind farms and solar plants. 
	WT

Cooperate with others, such as DNV GL and Becaur. 


5.Strategy implementation
5.1 Triggers for change

World, a world in which we can be certain only of uncertainty. To plan for the future in such an environment. (Handy, 1998) Some factors lead to change: customer requirements of products, competitor activities, regulatory requirements, brand changes and development standards.
For instance, with the rapid growth of game market, IKEA decides to change traditional game models. IKEA teams up with Republic of Gamers (ROG) to develop a new range of affordable gaming furniture and accessories to bring the gaming experience at home to a new level. Around one-fourth of global population (2.5 billion) are gamer (ESAESSENTIAL FACTS, 2020) but the needs of gaming lovers in terms of home furnishing have been so far overlooked. So IKEA should change again to combine game with home furnishing. Ewa Rychert, Global Business Leader of Workspace, says: “There are a lot of existing conventions about gaming which are often stereotypical or negative, for example, all the games are built on violence, gaming is asocial and it is predominantly a men’s activity. In fact, figures show that gaming is among the most truly cross-demographic activities, and it can improve an individual's mental health and general well-being. It’s a source of relaxation, independence, fun; through gaming, people develop skills within problem solving, teamwork and communication. Playing games also provides a new way of connecting with others which has become even more important recently to feel connected remotely. We hope that the new gaming range will help to embrace and enable the benefits of gaming in life at home.”
5.2 The process of change management

5.2.1 Prepare

It should gain support from the organization and key stakeholders. There must be emotional, rational and impersonal.
5.2.2 Implement

During the process of implement, it should consider benefits, cooperate with others, and manage the risks.
5.2.3 Sustaining

Change should meet the requirement of sustainable development in the long term. And evaluate performance to give feedback. 
5.3 Manage strategic change

5.3.1 Lewin Model

Kurt Lewin, recognized as the founder of social psychology, developed a change model involving three steps: Unfreezing, Changing and Re-freezing.
Table 2 The change model.
	Unfreeze
	Change
	Re-freeze

	· Determine what needs to change
	· Communicate often
	· Anchor the changes into the culture

	· Ensure there is strong support from upper management
	· Dispel rumors
	· Develop ways to sustain the change

	· Create the need for change
	· Empower action
	· Provide support and training

	· Understand and managed the doubts for change
	· Involve people in the process
	· Celebrate success

	
	· Make it happen
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