[image: http://www.southwaleschamber.co.uk/UserFiles/Image/Uni%20of%20S%20Wales%20Trinity%20St%20David.jpg][image: IKEA vector logo (.EPS + .AI) download for free | Ikea logo, Ikea ...]
[Student Name: ZILI XU]
[Course name: Organisational Consultancy]
[Student ID:1903330]
[image: ]
Consultancy report for                    on customer loyalty 



[bookmark: _Toc39719855]Executive summary
IKEA is among the world’s largest retailing companies and the largest furniture retailer. The company financial performance, though remaining strong, is experiencing slowing down growth in recent years. This report is thus set to provide recommendations from the perspective of customer loyalty. 
Objectives of this report 
· To conduct primary research on the analyse the collected questionnaires for the descriptive statistical analysis on the customer relationship management of IKEA
· To conduct secondary research, analyse the business environments of IKEA from external perspective including the PESTEL analysis and internal perspective including the SWOT analysis
· To provide recommendations for the company to enhance customer loyalty
Findings of this report 
The primary research shows that the company is attractive to customers and has maintained strong loyalty in its customers.
The primary research shows that the company attracts its customers primarily via the pricing strategy and its customer support.
The primary research shows that the company loses attraction to customers due to product quality and complex shopping procedures.
The secondary research of PESTEL shows that the company is exposed to the risks from global and geopolitical fluctuations, including US-Sino trade disputes, the outbreak of the Sars-Cov-2 virus and Brexit. The company is also exposed to the risks of global economic fluctuations. PESTEL analysis also shows that the company is faced with challenges from environmental protection regulations. The company is also faced with opportunities brought by e-commerce, emerging technologies including IoT and 5G, and customers’ preference on furniture style. 
The secondary research of SWOT shows that the company has strong financial and supply chain capability. The company is weak in high dependence on the European market. The company’s primary opportunity is e-commerce and technologies. The threat comes from the political and economic environments as well as the competitors in the global markets. 
Conclusion 
This report concludes that the company should leverage its strong financial performance and supply chain management to migrate to e-commerce for the enhancement of customer loyalty. 
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1. [bookmark: _Toc39719856]Introduction
1.1. [bookmark: _Toc39719857]Project aims
IKEA is facing a competitive environment in multiple markets, geographically and segment-wise. The company is challenged by both high-end and cost-advantage focused furniture retail companies. Regarding the fluctuations in global politics and economy, the company’s future development is increasingly dependent on its attraction to the customer as suggested by Hultén (2012). This project aims to provide a customer relationship analysis for the company to enhance the customer targeting approach of the company and to enhance customer loyalty to the company. By completing this research, the company can devise more effective strategies targeting the customers with high loyalty to the company. 
1.2. [bookmark: _Toc39719858]Project objectives 
Based on the aim of the project, the project objectives are listed as follows:
· To conduct a primary research on the analyse the collected questionnaires for the descriptive statistical analysis on the customer relationship management of IKEA
· To conduct a secondary research, analyse the business environments of IKEA from external perspective including the PESTEL analysis and internal perspective including the SWOT analysis
· To provide recommendations for the company to enhance customer loyalty 
1.3. [bookmark: _Toc39719859]Introduction of IKEA and its customer relationship management
IKEA is a Sweden-based multinational furniture retailing company. Being one of the largest retail companies in the world, IKEA has expanded in the global market with its subsidiaries established in over 40 countries and branches in over 100 markets (IKEA, 2020a). As shown in figure 1, the company has a strategic focus in Europe with most stores and is shifting its focus to the Asian and American markets with over 100 subsidiaries in the USA and over 50 in China accounting for around half of the company’s subsidiaries worldwide. 
[image: ]
Figure 1. The IKEA stores by continent on the left and the IKEA subsidiary number by country on the right. Source: Graphed by the author using data with permission from BvD Orbis (2019) and IKEA (2020). 
The strong global presence brings challenges for the company as well as revenue. In 2019, the company’s 85% of revenue was sourced from the European market. The company has, however, been challenged by emerging furniture companies in the region, including brick and mortar retail companies such as JYSK based in Denmark online retailing platforms such as Amazon (Larsson, 2015). Around 10% of the company’s revenue is sourced from the Asian market while the company’s market share in the region is less than 15% behind several major Chinese domestic furniture retailers including Red Star Mancalline (Xiong et al., 2017). The challenges in terms of competition and the entry into the market of online e-commerce platforms coincide with the decreasing growth of the company’s revenue, as shown in figure 2. Despite that the company has a growing revenue in the past decade, the growth of the revenue has slowed down in the past five years. As suggested by Goel and Garg (2018), this could be partially due to the decreasing appeal to customers of the brick and mortar furniture retail stores. As shown in figure 2, the majority of customers surveyed by Furniture Today (2019) show keen interest in purchasing furniture online. 
[image: ]
Figure 2. IKEA’s revenue and growth on the left and the customers’ attitudes towards online furniture retailing. Source: Graphed by the author using data with permission from Furniture Today (2019) and IKEA (2020b). 
The customer relationship management in IKEA is supported by a comprehensive customer relationship management system centred on the customer membership plan. The customer membership plan is called the IKEA Family, which allows customers to earn points for discount and redeeming products or services. IKEAS membership is for free and supported by both online and offline customer engagement activities. Online activities include email marketing, customer data analytics-based marketing and others. Offline activities include showroom service, promotion activities and others (IKEA, 2020b). IKEA aims to include every customer visiting its website or its stores to its membership plan for better control on the customer relationship management. The company has provided various means including phone calls, emails, mobile phone applications for customers to access and use the membership plan. 


2. [bookmark: _Toc39719860]Findings and analysis 
2.1. [bookmark: _Toc39719861]Primary research – customer loyalty analysis 
2.1.1. [bookmark: _Toc39719862]How the research is conducted and ethical issues 
First, a questionnaire is designed. The questionnaire is designed referring to the customer relationship analysis conducted by Mäkinen (2015). The questionnaire is designed with both liker scales and checkboxes for the convenience of statistical analysis. The questionnaire is attached in appendix 1. 
Second, the questionnaire is distributed via the Google Form website with a snowball sampling procedure. The questionnaire is firstly sent to people the author knows and they are then asked to forward the questionnaire to people they know. The valid questionnaire is justified as all boxes checked and responded with a valid email address. The final valid questionnaire number is 94. According to Vaus (2013), the data size is enough for descriptive statistical analysis. 
The primary ethical issue in the data collection is the privacy of the respondents. To ensure the respondent privacy is guaranteed, the questionnaire offers the rather not to tell option in the question boxes. The data is stored without any personal information other than the email of the respondents which is pre-approved by the respondent. The analysis of the data is conducted using SPSS and Excel for the robustness of the analysis. 
2.1.2. [bookmark: _Toc39719863]Primary research results 
The demographics of the respondents are shown in figure 3. The majority of the respondents under 40 and 48% of the respondents have received a college education. 
[image: ]
Figure 3. Gender, age and educational level distribution of respondents. 
The majority of the respondents show a strong preference for IKEA compared with other furniture retailers. Over 70% of the respondents are the IKEA Family plan member. 
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Figure 4. Consumers’ preference for IKEA and membership holders. 
The majority of the respondents as over 70% hold moderate and above opinions on the shopping experiences in IKEA. 
[image: ]
Figure 5. General attitudes towards the shopping experience in IKEA.
The primary negative factors in the shopping experience in IKEA are the product quality and the shopping procedure, such as the complex layout of the stores. The primary positive factors in the shopping experience in IKEA are the price of products and infrastructure including the shopping brochures and shopping assistants in the stores and on the webshop of IKEA.
[image: ]
Figure 6. Primary negative and positive factors of the shopping experience in IKEA. 
In terms of webshop of IKEA, around 90% of respondents expressed the below moderate willingness of using the IKEA website for purchasing. 
[image: ]
Figure 7. Willingness to use online webshop of IKEA.
2.1.3. [bookmark: _Toc39719864]Analysis of the results 
The primary research results show that IKEA remains to be the first choice of customers as in the age group below 40. Despite the shopping procedure in IKEA can be confusing and serves as a negative factor for the customers’ shopping experience, the stores of IKEA remain attractive as the stores provide competitive pricing strategies and support for customers in terms of the infrastructure in the stores. The infrastructure includes the shopping guides, brochure and shopping assistants in person and via digital means such as mobile assistant. 
The primary research also shows that customers are reluctant in using the websites of IKEA for online shopping. This suggests that the company’s attractiveness in terms of price has not been transformed to the advantages of its online webshops. This suggests that the company has not established a user-friendly website although it has the products for customers. In the study by Garnier and Poncin (2019), the authors also find that IKEA has been latent in developing efficient online shopping experiences for its customers. 


2.2. [bookmark: _Toc39719865]Secondary research – PESTEL and SWOT 
To better interpret the results found in the primary research, business analysis is conducted for IKEA from the external perspective using PESTEL and an internal perspective using SWOT. 
2.2.1. [bookmark: _Toc39719866]PESTEL analysis of the furniture retailing industry 
· Political factors 
The political factors influencing the furniture retailing industry include geopolitical fluctuations such as the Brexit, the global political fluctuations such as the US-Sino trade wars (Fichtner et al., 2016). The recent global outbreak of the Sars-Cov-2 virus further elevates the uncertainty of the industry (McKibbin and Fernando, 2020).
IKEA, despite being based in Sweden, is a highly globalised company. As shown in figure 8, the company’s 31% of supply is from China and 18% is from Poland. The company’s global supply chain is highly reliant on the supply from its partners in China as well as the entire East Asia, likewise in Poland as well as the entire Eastern Europe. The Sino-US trade disputes have been hampering the supply of Chinese companies to both the US and Europe. This has caused uncertainties in the global supply chain of IKEA (Brar, 2018). The European issues such as the Brexit and the border control measures introduced by countries such as Denmark and Sweden since the refugee crisis also brought uncertainties to the company’s supply chain management in Europe, which is the company’s primary source of revenue (Jeandesboz, 2016). 
[image: ]
Figure 8. Suppliers of IKEA by country by the percentage of total purchasing value. Graphed by the author using data with permission from IKEA (2020b). 
The recent outbreak of the Sars-Cov-2 virus brings the global scale of business lockdown, which is also posing a negative impact on IKEA. The company’s supply chain is hampered due to the less transportation available, less suppliers keeping open, and more importantly, less customers visiting the stores (Reza Farzanegan, Gholipour and ., 2020). The potential prolonged lockdown in global markets can pose further impact on the company.
· Economic factors 
The primary economic factors include the relatively slow growth in the global consumption, the potential recession brought by the outbreak of the Sars-Cov-2 virus and the decreasing growth of the global furniture industry. The furniture industry is typically closely related to the real estate market. With the real estate market on weak growth markets including China and some European countries, the global furniture market is also slowing in growth as shown in figure 9 (Mermet, 2017). The economic fluctuations worldwide also lead to the relatively low consumption per GDP worldwide. The outbreak of the virus can augment such issues as is already shown in several studies. 
[image: ]
Figure 9. Global financial consumption per GDP growth, global furniture market size and growth. Graphed by the author using data with permission from (World Bank, 2019) and Markitline Advantage (2020)
· Social factors 
The social factors influencing the industry primarily come from the changing perception of furniture among customers. With the spreading of the idea of an eco-friendly and simple lifestyle, customers are increasingly attracted by furniture with simple design and versatile functions (M. Abdelrazik, 2015). As a company based in the Scandinavia, companies such as IKEA have advantages in this regard. The company is known for its special Scandinavian design and can be appealing to global customers. As shown in the report conducted by Global Market Insights (2020), global customers are increasing attracted to the idea of DIY and simple design as promoted in the products from companies such as IKEA. 
· Technological factors 
The technological factors pose significant impact on the company. The primary technological factor is the increasing penetration of online e-commerce. According to the consumer report by Markitline Advantage (2020), sales of furniture on e-commerce platforms have been increasing in the past five years. With the increasing penetration of smartphone, the mobile platforms are also enabling customers with increasing accessibility to purchase furniture and relevant services without needing to visit physical stores (Dacko, 2017). The increasing penetration of such technologies, with the maturing of technologies including AR and VR (augmented reality and virtual reality), 5G communication and IoT (internet of things) are also posing impact on the industry (Kshetri, 2018).
With AR and VR, customers can now view the showroom directly at home without vising the showrooms in IKEA stores. Despite several companies, including IKEA, are developing such technologies, the technologies remain to pose an impact on the companies relying on physical stores (IKEA, 2020b). Technologies including 5G and IoT can be used for the establishment of smart supply chain management. As argued by Li and Zhang (2019), this can drastically change the company’s business models in the industry. The companies who can well leverage such technologies can potentially attract more customers with lower cost. 
· Environmental factors 
The environmental factors are also posing significant impact on the industry. The furniture industry is highly reliant on the utilisation of natural resources such as wood and production of materials posing negative impact on the environment such as plastic (Medeiros et al., 2017). With the increasing demand on the environmental protection from both customers and regulatory bodies, business such as IKEA are facing challenges in implementing environmentally friendly operations while maintaining the cost budget (Morsing and Roepstorff, 2015). 
· Legal factors 
The legal factors primarily come from the differences in the global regulatory systems in furniture production and retailing. As the company has a well-established business in this industry, the impact of legal factors is limited. It should be noted that, with the ongoing process of the Brexit, the furniture industry can suffer from changes in the regulatory frameworks (Busch and Matthes, 2016). 
· Summary 
The PESTEL analysis shows that the political, economic factors are posing negative impact on the industry and companies including IKEA. The social factors are favouring the development of the company due to the customers’ preference for furniture design styles. The technological factors are creating opportunities for the company depending on whether the company can leverage the emerging digital technologies and counter the impact of the rising e-commerce platforms. The environmental factors are also challenging the companies in this industry on whether they can implement environmentally friendly operations whiling maintaining profitability. The legal factors have limited impact on the industry. The potential legal changes after the Brexit should however be noted. 
2.2.2. [bookmark: _Toc39719867]SWOT analysis of IKEA
· Strength 
Primary strengths of the company include its strong distribution and sourcing network, its recognition in the market and its strong revenue stream. With decades of development, IKEA has established an efficient global supply chain. The company’s recent efforts regarding its CSR (corporate social responsibility) have been focused on minimising the environmental impact by approaches such as the reduction in using plastic packing boxes, which have been effective (IKEA, 2020b). IKEA is now the leading company in terms of carbon footprint in inventory and logistics (Lukic, 2017). By establishing global shipping centres, IKEA is able to efficiently allocate its resources regarding the changing market dynamics such as consumer demands. 
The company’s financial performance as shown in figure 2 also enables the company with strong cash flow for future strategies to be implemented such as more progressive marketing strategies or the investment on new technologies to appeal to customers. IKEA has been investing in technologies including IoT and VR to enhance its customer experiences by simplifying the shopping process in its stores. 
· Weakness 
The primary weakness of the company, as mentioned in the introduction of the company, lies in the company’s dependence on the European market. In case of major economic or political adversarial events as discussed in the PESTEL analysis, the company’s operation can be hampered, posing negative impact on the company’s financial performance. Despite the company is gradually shifting strategic focus to other markets including the North Americas and the East Asia, the local competitors in these markets are posing challenges for the company to expand customer base (IKEA, 2020b). 
· Opportunity 
The opportunities, based on the PESTEL analysis, come from the maturing of digital technologies including 5G, IoT, VR and AR. By adopting such technologies, the company can potentially appeal to larger group of customers including those who enjoy shopping with smart and mobile technologies (Roy et al., 2017). Another opportunity comes from the emerging e-commerce of furniture retailing. IKEA has strong supply chain network, which can potentially be transformed to its advantage in establishing online webshops. 
· Threats 
The primary threat to the company is the changing global market dynamics as discussed in the PESTEL analysis. The fluctuations in the global political and economic environment can hamper the company’s capacity in supporting its strategies such as focusing on China and the US and investment in emerging technologies. Another threat to the company comes from the potential shortage of skilled labour for the company’s supplier in the European market, which can diminish the company’s supply chain management (Nica, 2015).  
· Summary 
The SWOT analysis shows that IKEA have strong capacity in supporting its strategies with its financial performance and global supply chain network. The company also suffers from the weakness in relying heavily on the European market and challenges from the markets it aims to enter or expand. There are many opportunities for the company including the emerging technologies and the rising of e-commerce in the furniture retailing industry. 
2.3. [bookmark: _Toc39719868]Analysis based on primary and secondary research 
The primary research suggests that the customer loyalty to the company is relatively high as the majority of the respondents choose IKEA as the first choice for furniture purchasing. By maintaining a high accessibility of its membership plan to customers, IKEA also maintains a substantial membership customer number which can also help the company in elevating customers’ loyalty to the company. The primary research also shows that the complex shopping procedure in IKEA stores and product quality of IKEA are the two major issues affecting the customers’ purchasing experience negatively. The company’s primary attraction points to customers are price and strong infrastructure in stores and on its website. 
The above analysis shows that customers’ loyalty to the company should be enhanced with the simplification of the shopping procedures, improving the product quality and maintain the support from its infrastructure both online and offline. This suggests that the company can adopt e-commerce to enhance the appeal to customers. The primary research, however, suggests that the company’s webshop is not appealing to the majority of customers. 
Based on the SWOT and PESTEL analysis, it is thus evident that the company should enhance its webshop to simplify the shopping procedures for customers. The quality of its products can hardly be elevated in short notice. The company can, however, leverage its strong financial capacity and supply chain management to maintain its cost advantage as suggested in the primary research. By doing so, the company can maintain the appealing points to customers whiling maintaining its current revenue stream. By focusing on e-commerce, the company can also be less vulnerable to the political and economic changes as the company can be less dependent on physical stores. The advantage in e-commerce can come from the company’s strong supply chain and its investment in emerging technologies. 
3. [bookmark: _Toc39719869]Conclusion and recommendations 
Based on the primary research, it is concluded that IKEA is attractive to its customers. The company has a strong marketplace in terms of its price advantage and its well-established customer support system including infrastructure in online and offline channels. The company has a primary issue in hampering the sustainability of customer loyalty as its product quality and its complex shopping procedure. The company’s webshop is also less likely to be used by users. The company is highly reliant on the physical stores. Based on the brief introduction of the company, issues in customer loyalty can also impact the company’s future development in terms of market expansion and financial performance. 
To enhance the loyalty of customers for IKEA, with the SWOT and PESTEL analysis, it is concluded that the company should continue to invest in e-commerce platforms. The migration of strategic focus from physical stores to online shopping platforms can help the company to mitigate the negative impacts from global political and economic fluctuations, and to seize the opportunities brought by emerging technologies. The company’s strong financial performance and supply chain management can potentially ease the process of such a migration of strategic focus. By shifting the focus to e-commerce platforms, the company can also ease the process of expanding in other markets such as China and the US, which can overcome the weakness of the company as discussed in the SWOT analysis. As suggested in the report by Markitline Advantage (2020), the customers in China and the US are increasingly relying on e-commerce platforms for furniture purchasing. The outbreak of the Sars-Cov-2, as suggested by Baker et al. (2020), can further push this preference on e-commerce shopping. 
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