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[bookmark: _Toc120249486][bookmark: _Toc120312903]Executive summary 

IKEA is part of the Swedish Ingka group. 
In 1943 a 17-year-old boy, Ingvar Kamprad, has founded a small company that sold pens, wallets and such for the people living in the area. The farm he grew up on is called Elmtaryd and the nearby town called Almhult. IKEA is an acronym of the boy’s name and the place he lived in. by today, this little company has become a global enterprise and a leading furniture supplier for the world. IKEA is present in over 60 countries and has more than 500 stores and growing (Forbes, 2022). Their vision is to create better everyday life for people without breaking the bank.  This vision has led IKEA to become the market leader within the furniture business. IKEA has recently announced the objective of using only recycled and renewable materials and be climate positive by 2030 (IKEA, 2021). As digitalisation is growing in the world, they are moving more and more online and created an E-commerce platform. 
IKEA is easily recognised with their flat packed furniture and cheap prices. Their stores became icons wherever they are open. People will go there and spend a whole day wondering around in the maze created very carefully, to trick customers into buying their products. These stores have cafes restaurants and play areas included, so the customers would feel home. This phenomenon is called the IKEA Effect (Choicehacking, 2022).  
Their stores are usually located outside the urban area, but their iconic blue square platform stands out from miles reading a huge yellow IKEA on all four sides. 
IKEA uses a huge deal of buyer psychology and also tries to keep its prices as low as possible to eliminate its competitors and to have people buying from it. IKEA was always quantity orientated, which means lower margins, but higher quantity sales will make the company profitable. As part of their innovations, IKEA has decided to enter the food industry and they started selling Swedish food in their grocery shops (Foodnavigator, 2008). 
At present, IKEA represents 33% of the global furniture industry with a brand value of 23.4 billion USD. IKEA has a 26% online sale share of their total annual income (Statista, 2022).
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This assignment’s aim is to analyse the strategic management and the strategies, the Swedish furniture company IKEA is using, when they set plans for future developments. The past is where the answers are for future developments. 
The research methodology will be secondary research. Secondary research is data comparison from available research, instead of creating new research (University of Westminster, 2022). This report will be created using records already present online and in libraries. Everything in this report will be verified and the sources will be presented. 
To understand the analysis will need to start by introducing the company. IKEA is a Swedish company that was founded in 1943. It started as a mail order catalogue business in a Swedish town called Almhult. 79 years later, at present, IKEA is a global furniture supplying brand, that represents affordability, design and comfort to families all around the globe. At present IKEA has over 500 stores in 63 countries (Forbes, 2022).  
IKEA supplies households and companies with flat packed furniture. Flat packed furniture is furniture that will need to be assembled by the final customer. It was an interesting concept at the beginning, but as it is well known by now, it became a very successful strategy. It allows the company to save on assembly and transport and inventory costs. It also turns customers into free assembly workforce furthering their savings (Strategyzer, 2020). To understand IKEA’s strategy, there will be a few analytical tools used to analyse IKEA’s macro and microenvironment and what is influencing their decision making. Macro environment can be analysed with PESTLE tool and the company will not have any power to influence it (Khartit, 2021). To analyse the microenvironment, Porter’s five forces will be used, then the results of the two analytic tools will be the basis for a SWOT analysis table to explore the strengths, weaknesses, opportunities and threats IKEA must consider, when they build their strategic plans (BDC, 2021). After the use of the analytic tools, the reader should have an idea about where IKEA stands in terms of market share, strategy, and will be able to recognise this global enterprise’s strengths and weaknesses. 

[bookmark: _Toc120249488][bookmark: _Toc120312905]Understanding Strategy

Strategy in business is not a word that will be restructured too often, but it plays a very important role in running an enterprise. Strategy as such and its importance has been analysed by Professor Michael E. Porter in 1980 (Emerald Insight, 1997). According to Michael Porter (1996), the main principle of strategy is to execute activities differently than competitors do (Porter, 1996).
Strategy is also defined as the long-term scope of a company that is implemented to achieve advantage for the organisation against its competitors by the advanced use of resources while effectively considering the changes in the environment, meeting the needs of the market and the stakeholders’ expectations (Johnson & Scholes, 1999).
Strategy as such is never straight forward. A company will start building up a strategy, that is called intended startegy. This strategy will be influenced by exterior environmental forces, and will have to react to those forces. At this stage the strategy is called emerging or reacting strategy. The final stage of the strategy, the business plan will be created upon will be called realised strategy (Mintzberg, 1987).
Competitive strategy consists of an analytical context of the competition’s strengths, weaknesses, opportunities and threats (SWOT) which is ultimately compared with the mother company and strategical decisions will be made in the light of the results, aiming for the best results possible, eliminating competition and generating a high Return on Investment (ROI) (Farooq, 2022). Porter (1996) says that competitive strategy is based on being different compared to competition and by that deliver an exclusive mix of value to the market (Porter, 1996). 
Henry Mintzberg (1987) argues that strategy as such can and has to be defined in different ways. Mintzberg’s 5 P’s of strategy are: planning, ploy, pattern, position and perspective. According to his theory, Mintzberg believes that an organisation will find it difficult to develop an effective strategy. His 5 P’s of strategy model the strategy is approached from different angles, making it more effective. A strategy should include an organisations culture as well as the possibilities of development.
Strategy as Plan: the strategy is done in advance, planning ahead with a futuristic approach in mind. 
Strategy as Ploy has the intention of beating the competition and gaining further market. 
Strategy Pattern: the organisation’s internal and external situations are being considered when the strategy is emerged. 
Strategy as Position: the strategy will focus on exclusive niche through specific products or services that make the organisation stand out in the market
Strategy as Perspective: the strategy is created in reflection with the company’s culture (Mintzberg, 1987).
Mintzberg’s 5P’s strategic model should be integrated in a company’s culture. It is equally as important that the 5 P’s are being used on individual level to create a strong competitive strategy (Bhasin,  2018).
IKEA has a unique approach, when it comes to strategy, and it reflects Mintzberg’s 5P’s. In a report with Ian Worling, one of IKEA’s executives, Caglar et al (2012) found that IKEA has managed to grow even during the great recession in 2008 due to their cost-effective thinking. Worling mentioned four changes that achieved their growth in the 2000s. They have lowered operational costs, they increased the volume of furniture they made, making it easier to have good deals from suppliers, they have also looked into cost lowering in production, as they own most of their factories and finally their company culture has been adjusted, so the company members being closer to the customers have the power of making decisions, as they have realised that those decisions are more cost effective than the ones made in offices far away from customers (Caglar et al, 2012). 

[bookmark: _Toc120249489][bookmark: _Toc120312906]IKEA’s main strategies

To be able to fully understand IKEA’s business strategy it is crucial to know their business concept.
IKEA offers a wide range of furniture at a very competitive price, that are functional and advanced (Kamprad, 2022). IKEA’s standardized approach and the worldwide recognised logo makes it desired, and customers know what they can expect. The offer is a low-cost high-street furniture brand (Johansson and Thelander, 2009).  
IKEA, with its standardised approach and the near identical way they operate on every market, have developed a very cost-effective way to enter new markets and to compete with local rivals (Johansson and Thelander, 2009).
Unlike most of the other furniture companies, who design their furniture then try to match a price for it, IKEA first listens to people’s needs, sets the price, then construct the furniture, trying to keep the costs as low as possible (IKEA, 2022). 
The company has pursued a cost leadership business model since it has been founded. This presents a challenge entering a new country, opening up a new market, as the local companies already have their channels of suppliers and customers, which IKEA has to build up (Johnsson and Foss, 2011).
[bookmark: _Toc120249490][bookmark: _Toc120312907]Cost leadership strategy
Cost leadership strategy means that a corporation will become a low-cost organisation in the market. According to Karnani (1984) a larger market share will be the result of low cost or high differentiation. Larger market share leads to bigger profit (Karnani, 1984). Cost leadership is a component of Porter’s Generic Competitive Strategies (Pulaj et al 2015). According to Porter, competitive advantage can be achieved by being cheaper than the competition, by providing products that are extremely valuable for customers, and by focusing on a narrow customer base. In other words, business strategies can be achieved by cost leadership, differentiation and focus strategy (Karnani, 1984). 
IKEA’s cost leadership can be achieved by finding the cheapest suppliers. Also, since IKEA is one of the largest furniture manufacturers, the suppliers’ bargaining power is very low, as the amount of raw material IKEA will buy, makes their suppliers compete against each other’s prices (Pratap, 2017). 
They also keep their prices low with the unique way they sell their products: flat packed. Flat packed furniture is cheaper to transport, easier to store and there is no need for assembly teams. To keep their costs low they let their customers choose their own furniture and pick it, take it to the cashier and pay and transport for themselves, saving the hassle and the bills from free home deliveries, other furniture companies may be forced to pay for (Abrhiem, 2016). 
Since IKEA is using their own manufacturers and sell their own products, they cut out the middleman to keep their prices down. This strategy is called direct selling (Peterson and Wotruba, 1996).
[bookmark: _Toc120249491][bookmark: _Toc120312908]Selling strategies
IKEA has developed and standardised a well-known look of a blue square box-like shop, where customers will have a unique experience, following the one-way path, seeing everything IKEA has to offer. IKEA has also developed a strategy that is based on buyer psychology, where they sell their cheapest products, like tea lights at the cheapest price possible, making the buyers believe that if these products are so much cheaper than anywhere else, then all the other products must be cheaper than those of the competitors. Scarcity is another tool in IKEA’s strategy.  Cialdini (2006) stated that if a product or item is less available, will create a higher desire for it in people’s mind (Cialdini, 2006). IKEA’s one-way system creates the effect of product scarcity and makes the customer want to buy their items right away. Another trick is that they mix a lot of items in large bins, creating the impression that the items are very cheap, again, making customer to fetch them (Clinehens,  2020).  IKEA is always placed out of people’s way. They have to make an effort to get to the shop. Usually, a trip to IKEA is a whole day experience. So, they have Caffe and restaurants within the shop.  Research shows that the mood of customers influences how much they buy (Gardner, 1985). Another research mentions that eating releases serotonin and dopamine, the chemicals that are responsible for happiness (Sweeney, 2014). 
IKEA has started to advertise that customers can pay for the products with their time. A store in Dubai allows people to show their Google map journey to the cashier and they get discounted depending on the time they spend on the road to get to the store. This tactic is used to get customers back more often and build up a great customer base (Chandler, 2020). 
[bookmark: _Toc120249492][bookmark: _Toc120312909]International strategy
International strategy is defined by the strategy an organisation uses when they operate in a country other than where they were founded. IKEA, being a global company, will have an extensive international strategy. According to Porter, a company’s international strategies will depend on how high or low is the organisation’s degree of coordination and how dispersed or concentrated is their choice of configuration. In IKEA’s case this means export, multidomestic, complex export and global strategy. IKEA is focusing on selling worldwide their own Swedish style products and services, maximalising their profit margins and much as they can. 
International strategy will always start with entering a new market. When the new market is chosen, the enterprise will do a PESTLE analysis and will find out about all the challenges and weaknesses of the target market and begin to work out their marketing and business strategies, to enter and stay in the new market.  

[bookmark: _Toc120249493][bookmark: _Toc120312910]PESTLE Analysis

It is important to be noted, that macroenvironment has its effect on a company, but the company cannot change it, it must adapt. When a company is intended to find its place in the macroenvironment, one of the most effective and most popular tools they can use is PESTLE analysis. This tool will analyse the political, economic, social, technological, legal and environmental factors of the market, the company wants to settle in (The University of Sidney, 2022). Since IKEA is a global furniture manufacturer, and they are constantly expanding into new countries, PESTLE analytic tool can be a very effective and essential tool for the strategic team to prepare the most effective way of taking over the new market (Harapiak, 2013). 
Some may argue that political factors are the main influential factors, but IKEA must be on the top of all areas, if they want to have a successful future (UKEssays, 2018). 
When a new market is considered by IKEA, there are a few questions, they will need to consider. They will start by understanding the culture of the target country. IKEA will research what is people’s life, what do they need in their home and in their day-to-day life (IKEA, 2022).
1, Political aspects: Will the country accept a foreign company as competition? Has the target country political and economic stability? Some countries have similar political views, but some are unique. IKEA depends on relationships built with the target country as their policies can make import-export difficult. India and China have opened up for foreign trade and IKEA has used this opportunity to invade their markets. As a result, China became the fastest growing market for IKEA (Sky News, 2016). 
2, Economic aspects: IKEA’s revenue is greatly affected by the major currencies exchange rates, as they sell their products worldwide. The other major economic factor for IKEA to consider is the price of the raw material in the target country, as they will determine whether to open a factory or maybe will be more beneficial to import their goods to the country, (Dudovskiy, 2022). 
3, Social aspects: understanding social and cultural factors before entering a country, can leave a huge impact on how the company is commencing its business in the named country. IKEA faced challenges when they photoshopped women from their Saudi Arabian pictures as well as removing lesbian couples from their Russian advert. There is also a need to follow trends instead of trying to introduce new fashions (Shaw, 2018). 
4, Technological aspects: in today’s world, technology is rapidly evolving, so a company, if they want to stay in competition will have to follow the speed of change and needs to evolve accordingly. This is true for technology as product as much as technology in manufacturing. IKEA is no different. They have to innovate wherever they can, so the competition will not leave them behind. One of IKEA’s latest innovations is to build wireless chargers that can be added to different pieces of furniture (Humphries, 2021), and that is only one of many new innovations. They also have to upgrade their factories to keep up with the competition. In 2018 IKEA hired Barbara Martin Coppola, who is an expert in digitalisation, bringing in k owledge gained working for Google, Samsung and Texas Instruments, to make the necessary transformations. When the pandemic hit, IKEA has gone digital and available online in days. They have applied changes to their stores, tripled their ecommerce levels and started a data analysis that is considered in decision making. IKEA built a website for customers to experiment with their furniture so buyers can make decisions before they even enter the store (Stackpole, 2021).
5, Legal challenges: IKEA, like many other big enterprises, always had it’s legal challenges. People and organisations are constantly monitoring every move, and they will proceed on court as soon as something is out of ordinary. In 2019 IKEA had five lawsuits against them only in the USA. Amongst others they have been sued for age discrimination, for undermining unionisation, and several workers said they were discriminated against or been unlawfully demoted (Ethical Consumer, 2021). In 2020 IKEA has agreed to settle the court with $46 million for dresser, that has been immediately recalled, due to a toddler’s death (Vigdor, 2021). These are just a few of the legal challenges that IKEA had to face in the past few years. When IKEA enters a new country, there are other legal challenges they have to face. Local taxes, duty fees, local laws and regulations. Different countries may have different levels of health and safety and IKEA will have to adhere to them accordingly. Government stability and competition laws, taxation policies and business ethics need to be carefully considered, before entering a new country (UKEssays, 2018). 
6, Environmental influences: IKEA considers itself a very environmentally friendly company. It aims to fully renewable energy use in their stores by using wind, and solar panels. They have donated $1 billion to poor countries towards their renewable energy infrastructure.  They also are looking into the possibility of having their furniture built from wood and cotton from sustainable sources (Frue, 2018). 
[bookmark: _Toc120249494][bookmark: _Toc120312911]Porter’s Five Forces Analysis

Porter’s Five Forces Analysis is an analytical tool that has five competitive forces. Business managers can use this tool to check the balance of power and where their organisation is on a global level. It will also help finding the strengths and weaknesses of a company in the ever-competitive environment. It is a very useful tool that is specifically used when a business is preparing to enter a new market (Perera, 2020). 
Porter’s Five Forces are threat of new entrants, threat of substitute products or services, bargaining power of buyers, bargaining power of suppliers and competitiveness among existing firms.
Porter’s Five Forces analytic tool is used to observe where IKEA is in the global market and make changes if necessary. 
1. The threat of new competition entering the market is relatively high as the furniture making industry does not have specific requirements (Dudoviskij, 2022). There is a lack of regulatory or technological barriers to enter the furniture industry, further increasing the threat of having new competition on the market. IKEA greatly benefits from economies of scale (Dugher, 2012). This is a major advantage as the size of the global chain allows IKEA to sell their products on such reduced price, that any new competitor would find it near impossible to match their prices with IKEA. While in theory distribution channels do not exist, the Swedish company took over 70 years to establish the global chain that is represented is 63 countries with 464 stores (Statista, 2022). There is no new organisation that could compete against such an enormous corporation (Dudoviskij, 2022). Nag et al (2014) however argues, that while threat of new entrants to the market may be high, IKEA has a local competition to beat, entering any country, as furniture manufacturing does not require any special skills, local labour may be cheap and customers may be drawn to help local businesses instead a new foreign company (Nag et al, 2014).
2. Bargaining power of buyers, in the furniture industry is very influential. Absence of switching costs for customers make it easy to customers to move to another furniture manufacturer if their price is more competitive. This can be a helpful bargaining leverage to customers. Thanks to IKEA’s cost leadership business strategy, price sensitivity is positively correlated regarding customer’s bargaining power. Customer’s bargaining power is more elevated as the size and concentration of buyers is significant compared to suppliers. 
3. Bargaining power of suppliers is relatively mild, as the volume of orders made by IKEA, being the largest furniture retailer in the world, cannot be ignored by any supplier. Once a supplier signed up with IKEA is near impossible for them to find a larger furniture retailer, to worth swapping IKEA off for (Dudoviskij, 2022). In contrary Ivarsson and Alvstam (2010) expressed that since wood is a scarce resource, and due to it being so versatile, supplier have a great power of negotiation and a huge company like IKEA will need to give the suppliers a great deal of advantage to be able to maintain an effective relationship that would guarantee a continuous supply, that is so important for them (Ivarsson and Alvstam, 2010). 
4. The threat of substitutes is very low as furniture cannot be substituted, and IKEA is a leading manufacturer and retailer of furniture, with constant innovation and low prices that are difficult to be matched (IKEA Couriosity, 2017). 
5. Rivalry against competition is very high, as there is a wide range of huge companies who would like to get IKEA’s market. Some of the biggest names in the industry are Walmart, Amazon, Wayfair and Tesco (Bhasin H. , Ikea competitors, 2021). As the furniture manufacturing has a global revenue of 545.45 USD, and IKEA is the leading retailer with the biggest international share of this revenue, local manufacturers will always be a massive risk to IKEA. The only way IKEA can fight back the local rivalry and the bigger names is by lowering their profit margins (Kasi, 2019).

[bookmark: _Toc120249495][bookmark: _Toc120312912]SWOT analysis

When investigating the cost leadership strategy and international strategy of IKEA, SWOT analysis is the ultimate tool to be used. SWOT analysis stands for Strengths, Weaknesses, Opportunities and Threats. This analysis is based on the findings of other tools like Porters five forces, and PESTLE analysis, Mendelow’s power/interest Matrix and so on. 
By using the SWOT analysis tool, IKEA has recognised a few strengths and weaknesses, and their strategy is to try to nullify the threats and improve the opportunities. 






	Strengths
	Weaknesses

	1. Customer knowledge (Koniorczyk, 2015).
2. Continuous innovations aiming low costs (Lewis, 2017)
3. Supply chain assimilation (IKEA, 2022)
4. Brand status and market presence (Hughes, Ikea Competitors Analysis : How Does It Stand Out?, 2021)
5. Product diversity (Horvath, 2015)
	1. Negative publicity (Jurevicijus, 2022)
2. Declining quality (Hughes, 2021)
3. Standard products (Johnsson and Foss, 2011)


	Opportunities
	Threats

	1. Further international expansion (Johnsson and Foss, 2011)
2. Growing online sales (Hagberg and Johnsson, 2021)
3. Increased demand for lower priced products (IMF, 2022)
4. Introduction of own grocery market (Foodnavigator, 2008)
	1. Intense threat from competition
2. Court cases (Farook, 2022) 
3. Consumers’ income increase (Farook, 2022)
4. Barriers to enter certain promising markets (IKEA, 2022)



Strengths: 
1. Customer knowledge: As IKEA is an international company, that is represented in 63 countries (Forbes, 2022), it is essential for them to do their research, before they enter a new market, as every country has cultural differences (CFI, 2022). 
2. Continuous innovation aiming low costs: IKEA is well known for its innovations as well as for their low-price models. It only makes sense that they would put effort into innovation that aims to keep their prices lower (Lewis, 2017). 
3. Supply chain assimilation: IKEA recognised that in their field they have to rely on supply, so by supply chain assimilation, they killed two birds with one stone. They made their suppliers depend on their demands and use this relationship to keep their prices low (IKEA, 2022). 
4. Brand status and market presence: since 1943, when it was founded, IKEA has grown to be the worlds largest furniture manufacturing and supplying company. They are recognised for their uniquely flat packed, Scandinavian style furniture (Statista, 2022). The furniture giant is present in 63 countries with over 500 stores (Forbes, 2022), and that makes them known all over the world. In 2019 they held 33% of the global market share (Hughes, Ikea Competitors Analysis : How Does It Stand Out?, 2021). 
5. Product diversity: Marcus Engman, the design manager of IKEA explained in an article that IKEA uses designers from all over the world and the company conducts extensive research before they enter a new market, so they know exactly what people need in that particular country, and that is reflected in their versatile design scale (Horvath, 2015). 
Weaknesses: Since this global enterprise has its strengths, they also have its weaknesses.
1 Negative publicity: IKEA has a relatively bad reputation for the ways they treat their employees (Logan, 2015), their advertisements and their ways of lobbying government authorities (Jurevicijus, 2022). IKEA has been slashed for removing women from their Saudi Arabian adverts (Quinn, 2012). In 2013 there was horsemeat found in their meatballs, which has been used by their opponents, to reduce IKEA’s reputation as much as possible (Bhasin, 2013). In 2016, the furniture and homeware giant had to remove photo of the gay couple from their russian catalogue, due to russian reactions to it (Winsor, 2016). 
2 Declining quality: The company does everything in their power to keep their prices low. Due to their expenses, keeping low prices sometimes will take it’s toll on the quality. IKEA knows that they have a range of weaker quality products, but they will justify them with their prices (Hughes, 2021). 
3 Standard products: All IKEA’s furniture is developed in Almhult, Sweden. Although they bring in new ideas, and research the needs of people in every country they are represented, IKEA’s small developing team uses their standardised ideas, resulting in standard, Scandinavian style furniture (Horvath, 2015). 
Opportunities
1 Further international expansion: Johnsson and Foss (2011) argues, that IKEA has developed a way to expand from country to country, and they are replicating these successful organisational mechanisms to further their business in more and more countries in the world (Johnsson and Foss, 2011). 
2 Growing online sales: in 2014, the company has took the first steps into digitalisation with their E-Commerce Programme. Their E-Commerce Programme meant; they could start selling online. They have also recognised in the early years that digitalisation is not exclusively online sales, but the way to reach potential customers (Hagberg and Johnsson, 2021).
3 Increased demands for lower priced products: Due to the recent pandemic and the current war in Ukraine, the world economy is suffering. The yearly inflation as an average is predicted to increase to 8.8% in 2022, up from 4.7% in 2021 (IMF,2022). The size of the inflation allows to speculate that people are less inclined to spend their money, meaning that wherever is possible they are looking for cheaper products (Chalise and Anong, 2017). This presents as an opportunity for IKEA as they represent the affordable range of furniture.
4 Introduction of own grocery market: in 2005 IKEA has announced that it will open its pwn grocery market, specialising on Swedish niche food like roll-mop herring, smoked elk sausage, their own hotdogs and Swedish meatballs (Foodnavigator, 2008).
Threats
1. Intense threat from competition: As mentioned above, competition is very high in furniture business, and that represents a threat for the furniture giant IKEA, as building furniture does not need any special requirements, so anyone can enter. Also, entering a new country means IKEA has to deal with local competitors, who in most cases will have their own reputation and the advantage of being local, and people may want to help local companies instead of leaving their money with an international enterprise. The marketplace is filled with competitors, who try to imitate IKEA’s products and try to develop their success with new products and services, so the key for IKEA’s success is innovation (Hughes, 2021).
2. Court cases of IKEA: the company has undergone several court proceedings due to law quality products, false advertising and discrimination against employees (Farook, 2022).
3. Consumer income increase: When people have more money, their bargaining power increases as when they can afford, they will search for higher quality products, even if that means that they need to pay higher price (Farook, 2022).
4. Barriers to enter certain promising markets: the biggest challenge to entering a new market for IKEA is creating a sales pitch that will sell the new brand or product in the country. IKEA has to understand the country’s cultural and moral standing, their legal system as well as, in some cases they need to face a fierce local market, they need to fight (IKEA, 2022). 


[bookmark: _Toc120249496][bookmark: _Toc120312913]Conclusion
As presented above, PESTLE analysis is used to analyse the macroenvironment IKEA is in, as they have no control over those findings, they have to build their whole business strategy in a way to blend in and make the most of the situation (Bush, 2019). Worth mentioning that both, the micro and macro environment in today’s world is subject to rapid changes, meaning that any enterprise will have to constantly monitor the environment and adapt if deemed necessary. Constant innovation is a must in this hugely competitive world, otherwise any company can lose their market share, meaning, they will lose the control they have and ultimately it means loss of business and funds (Kaplan, 2012). This is not different in IKEA’s case. If anything, due to the intense competition present in the furniture industry, it is extremely important for the company to keep up with the changes and invest in innovations. PESTLE analysis is an important tool for this global enterprise as they are constantly expanding, entering new countries at every opportunity. Porter’s five forces will show the strategic management very useful information about the competition, the customers’ and the supplier’s bargaining power as well as possible substitutes of the products. IKEA is in a lucky position, as furniture cannot be substituted, but they always have to analyse the competitors innovations, and steps. They have taken care of the suppliers’ bargaining power, using their size and the huge demand of the supply, which could easily be turned around due to the lack of timber in some countries, but no supplier would like to lose such a huge company as buyer (Kasi, 2019). With IKEA’s cost-effective strategies, they manage to keep their prices at a very competitive level, keeping the customer bargaining power at rest. Amongst others, using the findings from the above analysis SWOT analysis can be used to explore the strengths, weaknesses, threats and opportunities of the company. This is a very valuable tool, as with it’s help, strategists can build an effective strategy that can be a solid base for the company’s business plan. SWOT analysis will look at the company’s internal and external factors, that can have an effect on the business’ strategies (Queensland Government, 2022). 

[bookmark: _Toc120249497][bookmark: _Toc120312914]Recommendations
The thesis shows how important localisation and standardization is when an enterprise is expanding to different countries. When IKEA enters a new country, they have to abide by the local laws and will have to take local culture in consideration. Also, entering a new country IKEA faces the already present and reputable companies, who present a major threat to them. It is recommended that IKEA should gain further understanding of local customers’ opinions and behaviours, taking in consideration local people’s proposals to improvement. Also, as IKEA is specialised in cheap prices that will come with lower quality products, it may be a good idea to have a higher price range as well, for the customers who are willing to pay higher prices for better quality products. This way, the worldwide brand and the quality products may be a great selling point in richer countries.
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