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[bookmark: _Toc8841176]Executive Summary 

This report will 

The objectives of this report are as follows:

1. Identify the business strategy that Ikea have adopted to focus on improving their existing strategic position 
2. Critically appraise the strategic choices that Ikea have selected to form the basis of its strategy 
3.  Recommendations will be based on suggestions to improve its existing strategies 















1. [bookmark: _Toc8841177]Introduction 
1.1 [bookmark: _Toc8841178]Objectives

1. Identify Ikea’s existing strategic position by analysing the micro and macro environment 
2.  Critically appraise the strategic choices that Ikea have selected to form the basis of its strategy 
3. Assess how Ikea’s strategic choices can be implemented into action 
4. Recommendations will be based on suggestions to improve its existing strategies 
[bookmark: _Toc8841179]1.2 Strategy 

[bookmark: _Toc8841180]1.3 Ikea

Ikea was formed in 1943 by Ingvar Kamprad in a poor farm village in the southern Swedish county of Småland and has since become an international retailer that functions in forty countries (Ikea, 2019;Edvardsson & Enquist, 2011). The Ikea Group was merged into inter Ikea Holding BV in 1991 and has since unified its operations to three main sectors which include ‘Franchise, Range and Supply; and Industry’. The holding’s head office is in Delft, the Netherlands and has 208,000 employees within 42 stores and 11 ‘franchisees’ worldwide demonstrating that Ikea is able to successfully transfer its operating competences to its foreign divisions (Grant , 2016; MarketLine, 2019). Initially Ikea’s primary emphasis was on furniture that had three main functions which include ‘function’, ‘quality’, and ‘low price.’ This business model has continued to endure throughout the decades since these attributes are entwined to its corporate culture Kamprad implemented Ikea’s value-based culture to ensure that low income families were not excluding from purchasing quality furnishings (Edvardsson & Enquist, 2011).



1 [bookmark: _Toc8841182]Main findings

2.1 [bookmark: _Toc8841183]Exploring Strategy Framework 

[bookmark: _Toc8841184]2.2 Strategic Position 

The strategic position of an involves assessing macro and microenvironments through identifying a firms’ skills, capabilities and resources strategic along with its associated ‘stakeholders’ and corporate ‘culture’. The strategic situation of Ikea will be determined through conducting an analysis of micro and macro environments by utilising the following frameworks: PESTLE,  Porter’s Five Forces which will form the basis of the SWOT Analysis  to decide its strategic choices which will determine what it needs to implement to reshape its business strategy (Johnson, et al., 2017).

[bookmark: _Toc8841185]2.2.2 Five Forces 

The Five Forces model was devised by Michael Porter in 1980 for the purpose of evaluating the ‘competitive forces within the’ sector and subsequently formulating strategic decisions (choices) within organisations. The five forces evaluation can help to create robust strategies that enable organisations to exploit competitive opportunities and in turn minimise threats to establish their competitive advantage (Porter 2008; Stead & Stead, 2014). In addition, the Internet has changed business environment surrounding all industries which mean that communication has been changed amid companies and their competitors and their customers.  This has led to many strategic difficulties for firms because technological advancements have obstructed the industry forces which in turn shapes their choices (Dess, et al., 2016). 
[bookmark: _Toc8841186] Barriers to new entrants 

Ikea key philosophy is to make products that are priced reasonably for its consumers which is a concept that has become world renowned. It has achieved cost leadership through persistent discounts in the selling price of its products in order to compete with their rivals (Johnson, et al., 2017). Ikea has achieved a major level of production worldwide, this scale would be costly for new entrants to replicate and they would need to attain comparable volume, which would require a considerable amount of time to achieve due to Ikea’s economies of scale. The brand has operated within the ‘reduced furniture business for more than seventy years, this experience and major scale of production significantly reduces the threat of new entrants.  New entrants would have greater unit costs this will ensure that its rivals cannot afford to set their prices low to resemble Ikea. Long established firms can reduce costs to operate more efficiently in comparison to new competitors who would not have the capability to perform (Siegfried, 2015).
In 1953, Ikea initiated its first showroom in Älmhult, Sweden to allow consumers to browse furniture before purchasing whilst ensuring that they could determine which were the ‘best value for money’ (Hitt, et al., 2016). The brand specialises in furniture by creating a unique experience through displaying its products in ‘showrooms, this achieves competitive advantage since it visually demonstrates to customers how furniture could look in their households (MarketLine, 2016; Daft, et al. 2010).
[bookmark: _GoBack] Ikea endeavours to foster a sense of ‘wild excitement’ within its international ‘showrooms’ by regular references such as being design orientated and low ‘prices’ are fundamental to the brands association with ‘youth, vitality, thrift and primarily, Sweden (Garvey, 2018).  T 
Ikea has gained power by the way it has been led by its chief executives who have learnt from Kamprad to remain dedicated to its brand identity to ensure that the gap is closed between the formulating and execution of its strategy. It achieves this through ensuring that all ‘capabilities’ interconnect to maintain a ‘single value proposition’ which is related to all its product and service offerings. The brand regularly redefines its practices by emphasising its culture to strengthen them, for example, scrutinising all expenditure ‘in the service of its strategic purpose. Ikea’s current strategic position demands it to sell large amounts of its products at reduced prices.  This means that it counts on enticing large numbers of customers visiting its stores that are willing to spend a consideration amount. This is achieved through high reliance on advertising to the masses and reliance upon word of mouth to encourage potential customers to visit out of town stores (MacLennan, 2011).  


Its product line is ‘standardised’ which means that it utilises identical materials and consistent processes to enable expansion into global markets and achieve economies of scale through its vast stores and ‘volume through geography (Daft, et al., 2010).

The Ikea Strategy Execution Map
Ikea has implemented a ‘strategy execution map’ which is set in accordance to the 5Cs of ‘successful strategy execution’ which include causality, criticality, compatibility, continuity and clarity. It recognises that a sophisticated approach provides ‘clarity,’ for example, its clear strategy allows it to continue moderately easy in accordance to the model. Ikea ensures that it clearly classifies its vital activities in order to govern how its employees participate in their implementation (MacLennan, 2011). The map clearly establishes a valuable technique of strengthening clarity regarding strategy and demonstrates by what means it can be ‘implemented. For example, it could be useful for new employees who need to learn about their position and how it corresponds to Ikea’s operations. This guidance would ensure that time is saved and it could be used as a model to ensure that their staff conduct themselves in accordance to the firm’s strategy (MacLennan, 2011).

[bookmark: _Toc8841187]The bargaining power of suppliers 


Ikea is a market leader who often have prospective suppliers that are eager to collaborate with the brand which allows it to form connections with prominent designers to expertly create furniture that can be offered as a kit for easy self-assembly. Ikea ensure that it maintains low products costs which allows the firm to employ pressure upon its suppliers for example, negotiating beneficial prices (Daft et al. 2010;Magretta, 2012; Siegfried, 2015). This illustrates the bargaining power of suppliers is quite limited because the firm has a stronger influence in the association. Ikea reduces its costs by obligating its designers to recycle ‘off-cuts ‘which are generated from the manufacturing of additional products within its range to ensure that waste is decreased (MacLennan, 2011). In addition to this, designers are continuously requested to ensure they use cost-effective methods to decrease prices for consumers in line with the brands mission to offer products that are affordable for most people. This is achieved by smartly combining factory resources whereby designers work alongside production workers on the shop floor to form a devoted supplier network, compared to a detached facility (Edvardsson & Enquist, 2011).  
Ikea has authorised a five year ‘exclusive-supply contract’ to enforce rigorous ‘environmental and safety standards for all of its suppliers.’ (Minoja, 2012). 

[bookmark: _Toc8841188] The bargaining power of buyers	

Ikea target market is most customers therefore it does not rely on concentrated buyers who require good quality furniture at affordable prices. Although the costs of switching the supplier can be practically absent within the extremely competitive furniture industry which can result in the power of buyers becoming on par to the very high threat from rivals. Ikea has achieved a lower threat of buyer competition since it advertises to ‘do it yourself’ customers who are prepared to assemble their products themselves (Siegfried, 2015).
The Internet has led to the increase in buyer bargaining power as it a tool that provide consumers with more knowledge to make purchasing decisions which in turn lowers the costs of switching supplier. On the other hand, similar to Amazon it also diminishes the power of conventional purchasing channels that concentrate on segmented markets providing customers with alternative methods to contact the seller (Dess, et al., 2016).  For instance, Ikea experienced buyer influence when they decided to alter the font within its catalogues this led to negative views from its consumers on social media. Following this Ikea changed the font back to the original on the very next catalogue, this demonstrates that the brand focuses on its value through its service by meeting the needs of its customers (Fahy & Jobber, 2015).
[bookmark: _Toc8841189] The threat of substitute products 

Ikea has a moderately low threat of substitute products since it has adopted a differentiation strategy and target a varied customer base from numerous demographic and socioeconomic segments. Ikea has established strong ‘differentiation’ by means of ‘variety, style and ambiance.’ Furniture is necessary part of consumers’ homes, most of its rivals could not supply good quality furniture at affordable prices since the brand have developed relations with independent manufactures (Grant, 2016; Siegfried, 2015). 
[bookmark: _Toc8841190] The intensity of rivalry 

Ikea began selling furniture in 1948 which was produced locally in Sweden. The initiative became very successful this led to the expansion of the range, although sales were affected by price wars from its rivals (Hitt, et al., 2016). Competitive rivalry can influence the other four forces since customers who have relatively low substituting costs can influence firms to discount their prices (Siegfried, 2015).  Brexit has caused the devaluation of the British pound which is continuing to challenge numerous organisations Williams-Grut, 2017). 
Initially, Ikea’s products were designed for easy dismantling due to competitive pressure from its rivals, who placed demands on their shared suppliers leading to them boycott the firm obliging them to cut costs (Baxter & Landry, 2017). Ikea is the present market leader in offering good quality at a low cost, although it is operating within an extremely competitive industry. The firm’s main rivals are Design Inc, Argos and Wal-Mart Inc (Siegfried, 2015). Comparably, Home Depot and Ikea both have sizeable stores. Although Home Depot strategic position makes individual service essential, whereas, Ikea brand is irrelevant since its full room displays and its clear ‘product tags’ specify what it is constructed from, how to maintain and display the price which substitute for sales associates (Magretta, 2012). 



2.2.3 PESTLE

Ikea has faced many micro and macro issues since it has been operating for many decades, though the firm has been able to generate the economic, political and cultural attributes of globalisation into a unique business strategy.  Its focus has been to export its Swedish produced furniture whilst transferring its corporate values and choices.’ Although its retention of national culture and choices can led to political issues such as power distance differences between nations which indicates that Ikea implements ‘symbolic power’ worldwide (Solomon, et al., 2010).  The current CEO of Ikea, Jesper Brodin has indicated that their main threat is the brands ‘own capacity to transform and deliver’, compared to what other what view which is the ‘markets, European economy or potential recessions (Leinwand & Mainardi, 2016).
[bookmark: _Toc8841192]Political 

In 1982, Kamprad established a new corporate structure which meant that Ikea became a subsidiary of a Dutch parent corporation called Ingka Holding which is privately-owned owned by Stichting Ingka Foundation a not for profit organisaiton. The structure of inter Ikea Holding BV has been subject to political scrutiny due to it having two holding companies located in Luxembourg and Switzerland. Alongside its subsidiary in Hong Kong, which was listed as involved in finance, although it also had subsidiaries based in China. This has resulted from high Swedish corporation tax rates which consumers believe Ikea are using for tax avoidance consequently, the group have experienced their worst ethical rating (Ethical Consumer Research Association Ltd, 2019; Baxter & Landry, 2017). 
 Ikea have been subject to other ethical concerns with regards to health and safety of its furniture, during the past decade the firm has evoked millions of its products most due to preventative measures. Although, there was one well-known instance in 2016 when a dressing table caused the death of Connor Delong, controversy the product was not recalled straight away. During this year, Ikea recalled 29 of its dressing tables once 6 children died due to furniture collapsing onto them. Ikea products have instigated major to minor injuries to children from scratches, broken limbs to even strangulation.’ This has resulted in products being recalled as preventative measures, and Ikea has stated that is has internal records for the last 22 years, accordingly every faulty product is reported for the issue to be examined. Although, they have not addressed whether the internal reports have established the cause of the deaths. This resulted in the firm speculating on whether consumers are self-assembling their products safely, Ikea has suggested that their furniture should be fixed to the wall Schwab, 2019; Olson, 2017).
 
This has resulted in Ikea has partnering with Unilever, Omo and the Lego Foundation to initiate ‘the Real Play Coalition’ (World Economic Forum, 2018).
 Although dangerous furniture is not exclusive to Ikea. Its rivals such as ‘Target, Walmart and Amazon’ have been highlighted in a ‘Consumer Production Safety Commission report’ conducted in December 2018 that 14,000 children were subject to accidents and injuries due to faulty products between 2015 and 2017.’ (Schwab, 2019). 
[bookmark: _Toc8841193]Economic 

Ikea’s UK costs have increased by 13.7% due to the weakening of the pound because of Britain deciding to leave the European Union in June 2016. This led to the firm increasing its prices by 3.6% to absorb costs ensuring that it can still retain its strategy of selling its products to the most people. Despite this, Ikea’s UK profits have increased by 5.8% to £1.8 billion in 2017. Subsequently, Ikea is considering making more products in the UK  rather than just limited to Sweden to defend themselves against price increases as a consequence of Brexit.  This has resulted in Gillian Drakeford, Country Retail Manager of Ikea UK & Ireland declaring that the brand is examining how it could expand its goods produced in the UK as it currently only manufacturers sofas and mattresses since they import a high proportion of their products from abroad. Moreover, it is planning to increase its range of products produced in the UK this can be achieved due to its rising sales nationally which has provided more ‘capacity and resources’ to manufacture in local areas to equalise the risks in importing goods (Baxter & Landry, 2017; Butler, 2017; Williams-Grut, 2017). Drakeford has also declared that the brand that has become much more significant regardless of the changeable economic activity, thus, they are aiming to sustain their concept of reasonably priced stylish home furniture to the UK Williams-Grut, 2017).
[bookmark: _Toc8841194]Social 

Ikea products were scrutinised after it was discovered that glue that held many of its wood items contained formaldehyde which can cause health issues. This resulted in the firm’s sales decreased by 20%, hence, Ikea realised that its customers were worried about environmental problems (Brignall, 2019). Prior to this, Ikea were also scrutinised when they were suspected of selling rugs produced by children this led to the firm adapting its mission from just focusing on serving its customers and shareholders to expand to involve the employees of its exclusive suppliers producing for Ikea in developing markets. This resulted in the firm realising that its customers were driven by both social and environmental ideals (Moran, et al., 2014). 

[bookmark: _Toc8841195]Technology 

The Ikea catalogue is vital to its brand as it prints around two million copies each year; which is delivered to households that are far away from its stores and is accessible on its website (MacLennan, 2011). In addition, it has now  digitalised its famous catalogue and implemented a ‘catalogue app’ which enables consumers to access 3D augmented reality technology to arrange furniture in their homes, it also provides them with its current product portfolio and links to stories regarding its products and designers. 
Online Sales 
Ikea has experience retail success through its website for instance, the UK was part of an e-commerce trial to determine if a more forceful approach of intensifying the number of goods on offer by a third would be effective which proved successful as sales increased by 25% in 2011. In view of this, Matthew Stynch, Research Director at Consultancy Planet Retail indicated that the firm is neglecting its online sales, suggesting that they need to consider increasing its capability. However, he commented that corporate culture could be preventing it from doing so since they present the concept of a ‘shopping experience’ which encompasses more than browsing for goods it also includes dining at its in-store restaurant and utilising its playroom to keep children entertained.  In light of this, Ikea has been unenthusiastic to capitalise and  drive e-commerce to its consumers because their business model has been specifically modelled to attract buyers into its stores along with its ‘safari’ route which could be challenging for it to imitate online (Milne, 2012).  This has resulted in Ikea expanded into new areas for instance, progressing e-commerce mission to a global scale, whilst maintaining its unique characteristics (Leinwand & Mainardi, 2016). 
Ikea are researching the use of an online sales (third-party) service that will aim to provide a platform where it can sell its furniture alongside various rivals. Ikea has identified a potential gap in the market in which to contend with Amazon on the basis of selling a vast array of products. This initiative is being discussed because they intend to be central to a sector revolution which is expected to occur within the next decade. It is a further development of its store because it is still uniting communities through expertise in goods and services yet they are now offering other services for example, leasing furniture through its websites (Engel, 2017; Milne, 2019).

[bookmark: _Toc8841196]Legal

Ikea has agreed to compensate three families to the sum of $50 million concerning a settlement for the deaths of children which was caused by its ‘Malm dressers’ collapsing onto them. The families’ legal team indicated that Ikea had authorised a cautious compensation via an email statement which was passed on to Reuters (Hellstrom, 2016).

[bookmark: _Toc8841197]Environmental 

Ikea initiated an ‘Environmental Action Plan’ in 1992 which emphasised reasonable procedures for the firm to confront environment issues. In addition, it was established that the firm needed to begin altering its ‘strategic direction.’ thus, it implemented ‘the natural step framework’ as the foundation of its environmental policies for example, eco-plus line products, however, during its creation it was re-evaluated, and it was determined that this strategy needed to be altered because Ikea recognised that the range might result in their other goods being compared which could result in them being perceived as not eco-friendly. Moreover, they comprehended that marketing their ‘eco-plus’ range would not be as effective as improving its whole product portfolio to be more environmentally friendly, thus they chose to transform its goods on a gradual basis (Daft et al. 2010; Willard & Hitchcock, 2015). This demonstrates that Ikea are conscious of their environment impact so they are continuously updating policies although they have encountered some problems through their supply chain such as child labour. Yet the firm insists that they have ‘preventative measures such as monitoring compliance through trading service offices along with impromptu visits by KMPG) to its suppliers and sub-contractors in South Asia (Coombs & Holladay, 2012). 



[bookmark: _Toc8841198]2.2.4 SWOT Analysis

[bookmark: _Toc8841199]Strengths 

Reduces its own costs by getting customers to do it themselves. It is the current low-cost differentiator market leader. 
Network of local suppliers & long-term exclusive contracts, close work design relationship.


[bookmark: _Toc8841200]Weaknesses

Creating a divisive environment where no-one is willing to help. Some customers’ do not like the Ikea experience since it restricts them as they are used to less-restricted environments (Fahy & Jobber, 2015). 
 Some of the products are poorly made and difficult to assemble which has been highlighted in well-documented case of the death of Connor Delong and additional 6 child fatalities in the same year which was due to furniture collapsing onto them (Schwab, 2019).
Ikea is suspected of tax evasion through its holding companies in Luxembourg and Switzerland and its subsidiaries in China which has an effect on the economy and it causes political and social conflict (Ethical Consumer Research Association Ltd, 2019).

[bookmark: _Toc8841201]Opportunities 

Online e-commerce growth through catalogue app ‘third party’ platform development.
Customers are driven by both social and environment concerns. 

[bookmark: _Toc8841202]Threats

The firm’s own capacity to transform and deliver 
Social influence from consumers who use social media to make complaints about the brand although Ikea 
Low-cost differentiators



SWOT ANALYSIS (MarketLine, 2016)

2.2.5 [bookmark: _Toc8841203]Strategic Drift 

Strategic drift is when firms tend to grow incrementally often inspired from ‘historical and cultural tendencies yet neglect to acknowledge changes in the business environment which may affect their operations (Johnson, et al., 2017). Ikea is a prime example of this since it operates using ‘cultural glue’ because its employees are guided by its ‘founding principles and values.’ Ikea is currently at phase one since it is undergoing incremental changes to avoid the next stage of strategic drift.  Incremental strategic change is gradual change in alignment with environmental change. Usually based on previous successful strategies. Ikea is an organisation which strategies have for the most part remained unaltered and change has occurred incrementally over time (Johnson, et al., 2017)


[bookmark: _Toc8841204]2.3 Strategic Choices


[bookmark: _Toc8841205]Business Level Strategy

Choices about business positioning relative to competitors.

Differentiation is a strategic choice is formulated by an organisation, for example, concentrating on a specific ‘market segments.’  Although, Ikea has an adopted a hybrid strategy as it has a mix of cost leadership and differentiation. It aimed to make products more reasonable to consumers by decreasing the selling prices compared to its rivals, to become a ‘low-cost differentiator market leader (Johnson, et al., 2017).  This is supported by Agnihotri (2016) since he indicates that Ikea encourages consumers to make their own furniture choices which reduces the cost of a sales representation.  This ensures that they avoid unnecessary costs in an effort to continue to sustain themselves to avoid becoming ‘stuck-in-the-middle.’ The brand does not require ‘promotional packaging’ as it cleverly utilises its catalogue and store display information to exhibit its furniture within a depot environment and encouraging self-service methods such as customers transporting their own goods home. As a result, Ikea is skilfully utilising the influence of its ‘innovation’ to enhance the value perception of its furniture whilst reducing its costs owing to its ‘operational’ proficiency. This demonstrates that the firm has assumed a ‘value innovation’ strategy which was devised by Bowman and Faulkner, since its low staff presence and limited delivery options reduce costs which in turn provides value to the customer since prices are decreased (Agnihotri, 2016; Stead & Stead, 2014; Sampson, 2012). 
Value Chain Proposition 
Strategy is revealed in the collection of choices which determines by what means the activities within the value chain are organised and are interconnected (Institute for Strategy & Competitiveness, 2019). The Value Chain was devised by Porter in 1985 for the purpose of providing a model for firms to organise their strategic focused activities to function as resources of competitive advantage, along with focusing on reducing prices by lowering manufacturing costs.  Ikea’s value chain proposal is to offer a varied range of products mainly specialising in furniture of ‘good design’ and functionality that is both exceptional ‘quality’ and endurance at low prices focused on the majority of potential customers. The group’s target market are customers are young families who have a low to middle salaries that require quality products at affordable prices and are prepared to self-assemble their furniture whilst contributing to Ikea’s ‘self-service culture.’ (Daft, 2010; Leinwand & Mainardi, 2016). This is demonstrated through its additional services which include childcare and extended hours (as seen in appendix 8) these provisions are designed to accommodate the requirements of its customers who are often young but not rich and possibly have children but cannot afford a minder and they may need to work overtime  so they need to shop at irregular hours (Porter, 2008; Magretta, 2012). This illustrates that the brand’s target consumers has not changed although its rivals are now reaching this market which may require it to become more differentiated. Although its leadership approach of implementing control in all its operation may sustain its competive advantage (Daft, 2016; Leinwand & Mainardi, 2016). Essentially Ikea has maintained its success by aiming to reduce its manufacturer’s costs to ensure that prices are kept relatively low for its customers (Daft, et al., 2010).  This demonstrates that Ikea need to ensure that its activities continue to deliver its value chain proposal this means that the firm can allow limitations in the sense that it is not essential for it to meet all the requirements of each one its customers. In view of this, the firm’s consumers appreciate that all their needs cannot be met because the brand undertakes cost saving initiatives, however, it is powered by its focus on frequent communication with customers (Magretta, 2012).
Ikea has a seamless value chain as it has direct management and synchronisation of its raw material, production and range expansion through to circulation into stores. Although this is an example of ‘vertical integration’ which can be complex as it is completely responsible for all its supply chain activities enabling them to reduce costs, speeds delivery and maintain quality of merchandise (Johnson, et al., 2017).  This demonstrates that its activities are a source of competitive advantage since they have a direct relationship with all its supply chain which in turn saves costs. 
Differentiation to create barriers to entry 
[bookmark: _Hlk7599753]Ikea is aiming to have a stronger store presence in all regional areas that it is operating in order to sustain its market leadership within its operating industry and become more cost efficient. Subsequently, the objective was to achieve sales growth in current stores and attain corporate development which is possible to achieve since the brand has experienced stable and continuous evolution over seventy years (Johnson, et al., 2017; MacLennan, 2011).
[bookmark: _Toc8841206]Strategy Methods

Alliances 
The brand cleverly utilises ‘exhibition spaces’, for instance, in 1995, the firm established the concept of ‘democratic design’ that was introduced at the ‘Milan Design Fair’ exhibition. It was covered by Italian media who promoted the firm’s ‘democratically designed’ furniture which led to record numbers of customers visiting its stores to browse and purchase the advertised products. The showcases can be perceived as ‘symbolic’ invention that ingeniously display its designs in historical environments such as museums to obtain shared cultural influence. As a result, the conception of ‘democratic design’ has sustained to be a vital part of Ikea’s business model. The concept was derived from a mixture of social values which involved appealing to the masses; environmental values abiding by rigorous environment laws; and customer value-in-use (Edvardsson & Enquist, 2011; Garvey, 2018).
 Ikea has many differentiated choices in comparison to its rivals who tend to make conventional decisions, through focusing on product design with its innovative flat-packs, product diversity, store layout, emphasis on self-service, delivery options and competitive advantage (Magretta, 2012). 
Product design 
Ikea is a prime example of an organisation that has proved that it can successfully operate ‘two value chains’ to which is the pursuit of ‘blue oceans’ to effectively execute a unique strategy that merges differentiation and cost leadership. The strategy involves designing striking furniture that is both ‘inexpensive and functional.’ It differentiates its production through innovative design, engineering and store format that present products that are ‘stylish, functional’ and equipped for self-assembly (Agnihotri, 2016; Stead & Stead, 2014).
Product Variety
Ikea stocks all its focused Scandinavian furniture range in-store and offer limited selections of textiles which allow it to have more capacity to obtain products from competent intermediary manufacturers that operate internationally (Magretta, 2012).
In-store service
Ikea enforces a functioning strategy which is focused on simplifying its self-service options since it provides its customers with catalogues which include all its product offerings along with tape measures and pencils for a making a note of potential purchases and taking measurements. Ikea’s customers are prepared to use self-service as they know in return, they will get reduced prices.  For instance, the in-store restaurant strengthens this communication since it encourages customers to clean their table and as a result the price can continue being moderated (Daft, et al., 2010; Magretta, 2012).
Ikea employees have a reduced presence in store, yet they are ‘resources’ because they have full product knowledge since the firm believe that they deliver fundamental assistance to them which is usually valued.  Although if consumers do not require help this can result in better ‘operational efficiency’ and products being cheaper than comparable or substituted products (Sampson, 2012).
Delivery and store design 
Many Ikea stores are positioned in suburban areas in huge warehouse facilities that are equipped to transport a large amount of stock. The design of its car parks and wide aisles provide space for large numbers of customers who want to browse in the store. The store arrangement is based on a strict strategy to create a ‘natural tour’ through its one-way route that is challenging to oppose. Fahy & Jobber (2015)  and MacLennan (2011)  indicate that the route can be referred to in marketing terms as a ‘servicescape’ since it is cleverly designed to ensure that the customer passes by all divisions of the store. It inspires customers to ‘touch’ products and experience items that are on ‘offer’ within an appealing environment replicating the envisioned use of the goods. That said some customers have criticised the design, referring to it as ‘safari’ route on which the firm forces them to proceed (Fahy & Jobber, 2015).
Ikea openly outsources delivery to its customers in turn they are offered reduced prices. Its store design and location are planned to make it relatively easy for consumers to serve themselves. For example, customers can use the catalogue to select an item and trace it by its code, stack it onto a shopping trolley and take it to their vehicle. Moreover, Ikea carefully selects well-spaced  locations that provide free parking next to a vast warehouse store which exhibits and stocks all of its products( (Magretta, 2012). 
Flat packs and competitive advantage
Ikea’s flat packaging concept was devised when one of its employees disassembled a table for a customer to fit it into their vehicle to take it home (Hitt, et al., 2016). This enabled the brand to devise a Supply Chain Management Solution (SCM) since its flat packaging is designed for self-assembly which has created a unique selling point as it is a two-way valuable process that encourages self-assembly, enabling Ikea to reduce its costs, whilst allowing customers to acquire ownership of the completed product.  Moreover, they initiated the method of self-service and flat packaging within its Amhult store in 1965, both aspects have continued within its concept of ‘do it yourself’, which set a precedent for its rivals (Marshall & Morreale, 2018).This allows a reduction of ‘shipping costs’, lessens delivery mishaps which in turn enhances store inventory capability allowing customers to move their purchases themselves (Baxter & Landry, 2017).
[bookmark: _Toc8841207]Strategic Directions

Choices of products, industries and markets to pursue.

[bookmark: _Toc8841208]2.4 Strategy into Action 

Implementation- processes to implement choices (overlap)
Ikea 
MarketLine (2019) and McCarthy (2018) ; identify that in November 2018 Ikea announced its plans to transform rice straws into a new renewable material source for its products. It has undertaken a project in India referred to as ‘Better Air Now’ the purpose is to collaborate with farmers to gather rice waste to avoid them ‘having to dispose of it’ and converting it into ‘renewable material for its products.’
[bookmark: _Toc8841209] Innovation 

In September 2017, the company introduced IKEA Place, an AR application which enables customers to virtually arrange furniture in their home (MarketLine, 2019). It has invested in Artificial Intelligence (AI) such as virtual reality (VR) headset technology to allow its customers to visit their potential new kitchen. It is cleverly designed to allow consumers to even be involved in a cooking game to cook a pancake in situ. The initiative has not been rolled out yet as it was recently subject to a small stimulation, although it aims to serve ten customers every day. In view of this, it is dependent on Broden’s new leadership direction.  The business model is expected to experiment with virtual reality and aiming to design the smallest ever Ikea store along with potentially leasing out its furniture instead of selling it and rethinking its catalogue for a digital age (Milne, 2018).
[bookmark: _Hlk7554895]


[bookmark: _Toc8841210]2.10 The Change Kaleidoscope 

The change Kaleidoscope was developed by Hope Hailey & Balogun (2002) for the purpose of providing a framework to place the nature of change required into context and provide appropriate action to successfully implement the transformation required. The framework has eight steps which are shown in Appendix 6. 
Ikea could use the four generic types of change framework to adapt since its strategic choices requires incremental adaption to alter its strategic direction. 
[bookmark: _Toc8841211]Time

Inkga Group (Ikea’s parent) company have planned to electrify its last mile delivery in Shanghai, Paris, Los Angeles, New York and Amsterdam by 2020 (Fehrenbacher, 2019).  
Brodin has pledged that by 2025 Ikea will ensure that it will use electric vehicles to distribute the entirety of its product deliveries to its customers’ homes by 2025 (Fehrenbacher, 2019)
Drakeford has declared that Ikea will endure to capitalise in the UK since it has a ‘bold and positive vision’ grow its market share within the furnishing industry to 15% by 2027 (Williams-Grut, 2017). 
How quickly is the change needed? 
Incremental change is required particularly because 
The change is needed relatively quickly since there is a cost factor of not switching to electric vehicles to deliver their goods. For example, a few cities in Europe have planned to ban ‘fossil-fuel-powered vehicles’ from accessing specific city centres. This would hinder its business in some European markets; thus, Ikea have pledged to convert all electric vehicles by 2025 to ensure that they can keep delivering its product to particular European zip codes (Fehrenbacher, 2019).
Is the organisation in crisis or is it concerned with long term strategic development?
Ikea needs to concern itself with its long-term strategic development this require a series of incremental changes to avoid strategic drift. 
[bookmark: _Toc8841212]Scope

 What degree of change is needed? 
Cultural and structural 
Does the change affect the organisation or just part of it?
The change will affect all the organisation since it needs to adapt its corporate and business level strategy.
[bookmark: _Toc8841213]Preservation 


Its flat packaging and self-assembly concepts need to be maintained in order to retain its two chains since it has successfully implemented a hybrid strategy of cost leadership and differentiation. It achieves this through creating furniture that is stylist yet economical and purposeful (Stead & Stead, 2014). Ikea could also retain its commercial model of ‘democratic design’ since it preserves its ‘social and environmental values’ of appealing to the masses by proving value to its customers (Edvardsson & Enquist, 2011).
[bookmark: _Toc8841214]Diversity
How homogenous are the staff groups and divisions within the organisation?
[bookmark: _Toc8841215]Capability 
What the managerial ability and capability to implement change?
Drakeford is implementing change at UK & Ireland which is facing prices rises due to Brexit uncertainty.
Brodin has declared that Ikea’s main threat is its own capacity to transform and deliver (Leinwand & Mainardi, 2016). This suggests that he feels uncertain 
[bookmark: _Toc8841216]Capacity 
What is the degree of change resource available?
[bookmark: _Toc8841217]Readiness 
How ready for change is the workforce?
Ikea’s employees are recognised as resources but they have been used to having a low presence in its stores, the cultural shift and structures changes may require employees to be trained on artificial intelligence to become more technological so it may be necessary for them to improve their skills. 
[bookmark: _Toc8841218]Power
What power does the change leader to influence change?
Kamprad set out a testament of values which employees must adhere to this culture has been continued by its current CEO Brodin who is facing the challenge of implementing incremental change over the long term whilst operating in countries which have cultural differences to its own origin country of Sweden (Daft, et al., 2010).  .  He does have power to influence change, however, it will difficult this its culture was implemented by its founder…. 





2 [bookmark: _Toc8841219]Conclusion 

In Conclusion, Ikea is currently the market leader in the furniture industry due to their low cost and differentiation strategy, however, they need to ensure that their incremental changes keep up with the changing business environment to avoid strategic drift.
Ikea have set objectives for the future, yet they have not included some of the issues identified in the Five Forces and PESTLE analysis which demonstrated that customers have a high level of social influence upon the firm, thus they need to ensure that they are kept informed.
Product safety is paramount considering fatalities resulting from furniture collapsing which has led to legal expense claims. This brand needs to ensure that more safety measures and guidelines are put in place for customers to avoid further legal action. Also, they need to consider the effects of using gas as a glue for their furniture since it can result in health concerns and environment issues. 
It is vital that the brand fulfils their aim of producing more furniture in the UK to avoid more price increases to be in line with their objective of increasing their British market share to 15% by 2027
Ikea’s sales growth slowed in 2017.
3 [bookmark: _Toc8841220]Recommendations

 How to implement? E.G. breadth, depth and scope. Justify using kaleidoscope
· Rented furniture could offered to landlords offering temporary or long-term accommodation to fulfil the needs for a set period 
· Collaborate with Airbnb to rent out furniture as an additional cost 
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Ikea’s activity map 
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Source: (Magretta, 2012, p. 151)
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Ikea sales growth has slowed




image2.PNG
Profits have fallen at Ikea





image3.PNG
Figure 1: IKEA Group Structure:
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‘Table 1: GDP growth and forecast growth of selected South American countries, 20102020 (%)

2010 2011 2012 2013 2014 2015 2016 2017 2020
Argentina 282 272 192 217 364 391 209 205 163 162
Brazil 164 99 60 103 60 64 75 18 83 78
Chile 151 94 68 59 70 67 66 70 71 712 73
Colombia 80 138 73 63 05 70 74 74 73 171 16
Py 145 135 78 66 62 24 75 715 76 19 78

Uguay 135 170 113 123 117 110 108 108 106 104 106
Venezuela 438 335 205 487 467 522 449 395 343 302 289
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SWOT ANALYSIS

Ikea is an international home products retailer. The group's broad product portfolio enables it to effectively
target diverse customer groups. However, rising labor costs in Europe may increase Ikea's operating cost
and could pressurize ts operating profit

Strength Weakness

Broad product portfolio catering to diversified customer Overdependence on Europe

base Product recalls may dent the group’s image
Multi-channel retailing enhances customer base

Significant market presence enhances bargaining

power

Focus on sustainabiliy creating goodwill and

strengthening brand value

Opportunity Threat

Growing Europe and US furniture and floor coverings  Intense competition
market Rising labor costs in Europe
Increasing online sales in the US and Europe
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