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Characteristics of IKEA

Forboth the company’s customers and employees, IKEAis aunique company. Simplicity, whichis one of
IKEA’s main features, is the key to the company’s success. This principleis applied to everything, fromthe
way the managementoperates to the relationships between managers, employees, and customers. For
example, managers and subordinates work on the same tasks, share the same car parking facilities,and eat
side by sidein the same cafeterias. The company’s personnel isanimmensely valuable assetat IKEA, whichis
perpetually trying to enlarge the assortmentbase and improve the quality of its products and services. The
creative approach and original designs along with reasonable pricing policy contribute to the company’s co

mpetitive advantage and explainits successin going through the crisis periods.

IKEAisalso famous for offeringidentical itemsinall countries. The number of the company's products
offered atone store ranges from 8,000 to 10,000 goods, depending on the outlet’s size. At the same time, the
international strategy adopted by the company is inadjusting to the specificatmosphere and national
traditions ofthe countryinwhich an outletis operating. For instance, in China, the store layouts imitate the
design oftraditional Chinese apartments. In particular, the outlets contain a balcony sector because many
Chinese apartmentshave balconies (Miller,2004). Thus, the store locations, design, and display are usually

adjusted tothe overall marketrequirements and consumerbehavior.

IKEA exhibits its massive range of more than 10,000 items in cheap out oftown outlets. Most of its products,
especially furniture, are sold as knock down kits, for customers to take the products to theirhomesand
collectthem on their own. The combination of corporate traditions and flexibility in preserving similar
asstmentindifferentlocations and atthe same time adapting them to the needs of various countries
explainthe popularity of IKEA all over the world. This enables the company to compete with business rivals
on quality, undercuttingthem by up to 30% on prices (“IKEA: SWOT analysis”,2010).IKEA introduced anew
manufacturing cycle, “inwhich customers arealso suppliers (of time, labor, information and transportation),

suppliersarealso customers (of IKEA’Sbusiness and technical services),and IKEA itselfisnotsomucha



retailerasthe central starina constellation of services” (“IKEA: SWOT analysis”, 2010). An IKEA store, with it
smouth watering créche and Scandinavian coffee, isbelieved to be an ultimate shopping destination for valu
eaware, carborne customers.IKEA changed the suppliers’ and customers’ views on the traditional buying ex
perience. Among the numerous exceptional characteristics attributed to IKEA, the one that makesitimmens
ely attractive to consumersis the names given to every stock keeping unit (SKU). Diaconis, the marketingma
nager of IKEA, admitted: “Instead of simply callinga product 123456, we name abookcase ‘Billy’ or a fabric ‘A
nna’. Sofanamesare usually cities or rivers in Scandinavia, fabrics are steaks’ names, and the wall units are bo
ys’names. Thereasonis that IKEA wants to projectthe feeling that the productsareapartofthe family” (“IKE

A:SWOT analysis”, 2010). This approach as well contributes to unique image of the store.

Operations atIKEA

[KEAis highly concerned with the company’sinternal operations.Ithasalways determined a targetprice of a
productbefore creatingit. This method was in contrastto the traditional practice of initially developing the
productand then pricingitaccordingtoitsactual costand the pricesin competitors’stores. The designers of
IKEAhad to takeinto accountall the costs, including raw material, manufacturing, and distribution for makin
gappropriate choicesand reaching theinitial price targets (“IKEA: SWOT analysis”,2010).IKEAhas 202 reta
iloutlets allaround the world, which welcome more than a million consumers a day, throughout the year
(“IKEA: SWOT analysis”,2010). Thus, supply chainmanagement plays avital rolein decision making process
atIKEA. The company carries 3.5 millionstock units and provides 10,000 different types of products. Almost
10% ofthemarenew everyyear (“IKEAbrings picture tolife”,2005). Supply chain planning sometimes gets c
omplicated because the outletsare spread across 32 countries. Furthermore, the companyhas 1600 supplie
rsinnumerous regions and they are divided more orless evenly between Europe and Asia. IKEA consists of
27 centraldistribution centersin 16 different countries (“IKEA: SWOT analysis”, 2010).Asarule,an IKEA

retail store openingisapubliceventand some customers travel hundreds of kilometers to shop there.



Internal Factors Analysis

The aim oftheinternal analysisis toidentify strategicallyimportant strengths and weaknesses of the compa
ny forimprovingits strategy ifnecessary. This goal can be achieved, first of all, by identifying key internal fact
ors,suchasdistribution channels, cash flows, locations, technology, and organizational structure, and, secon
dly, by evaluating these factors. The internal factors analysis is neitherlinearnorsimple. The steps tend to ov
erlap,and the managersin different positions and levels approach the internal analysis in differentways. The
refore, itis essential forthe company to pay properattention to theinternal factors analysis. IKEA hasrecentl
ylaunched astrategic planregarding sustainability and the company’s targetsup tothe year 2015 (“IKEASW
OT analysis”,2010).IKEA’sbusiness strategy is mainly focused on the company’s aims related to sustainabili

tyand environmental concerns.

Strengths

The followingaspects canbe regarded as IKEA’s strengths:

e Arecognizable brand nameand strong positioningin the global market give company a solid advant
age overits competitors.

e Perfectmatch between quality and pricingalongwith effective costreducing strategiesisreferred to
as ‘Democratic Design’ (meaning good quality atlower prices).

e Responsibleapproach towards marketresearch helpsthe companytobe pro-
activeaboutenteringnew markets.

e IKEAenjoyseconomies of scale because ofits bulk purchasing.

e  WhereverIKEAgoes,itdevelopsan excellentinfrastructure around itslocation which makes this co
mpany animmediate favorite for thelocals (“IKEASWOT analysis”,2010).

e OneofIKEA’smajorstrengthsis delivery of products directly from the supplier to IKEA retail outlets.
This cuts down the handling costs, lessens the number of road miles, and decreases the carbon footp

rint.



e Theproductdevelopmentand differentiationare considered to give itacompetitive advantage over

the others while keepingits operation costslow. The following diagramillustrates the correlationbe

tween costs and quality.
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Weaknesses

Problems which any firm may faceinternally can have asignificantimpactonits performance. IKEA acts app
ropriatelyto eliminate suchissues (“IKEASWOT analysis”,2010). The mostnotable weaknesses of IKEAare t

he following:

e Itmanufacturesproductsin many countries,and its management can experience difficultiesinadap
tingto thelocal specificsand meeting all the requirements of social policies.

e AlthoughIKEAspendsalotoffunds onresearch and development,ithas problems meetingone ofits
primarygoals providing quality productsatlow prices. Economies of scale help the companytored
ucethe pricesbutmaintainingabalance between price and quality can be atough task.

e IKEAcontinuouslyintroduces differentiated products, butits businessrivals are catchingup with th

e copiesaswellaswith theirown products (“IKEASWOT analysis”, 2010).



e Communicationbarriersareamajorconcernaswell. IKEA's managementneeds to maintain strong
channels of communication within the organization as well as with their consumers.

e [KEAhaslimited advertisingand promotional strategies.

External Factors Analysis

The external factors generally refer to the external environment of business and, therefore, canbe divided int
otwo categories. The firstgroup of factorsincludes the opportunities that should become abasis for the com
pany’s strategies. The second group includes external threats that display the difficulties, which acompany ¢
an potentially experience,and which require takingappropriate preventative measures.

Threats

[facorporationisaware of the potential external threats, ithas better chances to overcome them. By implem
entingtheinnovativeideas, IKEA can fightagainstits threats and secureits businessin the industry. Threats t

oIKEAmay arise from theissues described below.

¢ A considerable amountofpotential consumersis afraid of trying new products. For thisreason, some of the
consumers canremainonly one-timebuyers.

¢ The furniture markethas strong competitors thatcaninfluence IKEA’s market value. Attracted by the consu
mer demand and expected returns from household and furnishing markets, many companies have entered t
hese markets. IKEA should pay more attention to its unique qualities and special offers (“IKEA SWOT analysi
s”,2010).

¢ The economicfactorsarealsoamongthe majorthreats for furnishingretailers. The economicdownturnha

sslowed down consumer expenditure, and disposableincome hasbeenreduced.

Consumer Behaviors Influencing IKEA’s Marketing Strategies

IKEA’s corporate culture includes the principles of fashionable design, low prices,and madcap promotions,
which ensureits significant competitive advantage in the marketsector. Due to the specifics of its marketing

strategy, IKEA caninfluence people’s preferences and lifestyles. In a highly competitive furniture and textile



market, IKEA offersaone stop shelter forassurance and positive buying experience. Itis a safe zone that peop
le can enterand instantlybecome amember ofalike-minded, cost-, style-,and environmentally-

sensitive global community (“IKEA: How the Swedishretailer”, 2005).

IKEAhasall the necessary precursors for business success and further growth. Itaccounts for 5% to 10% oft
he furniture marketin each country whereitoperatesand sellsits products (“IKEA: How the Swedish retailer
”,2005). The company’s CEO, Anders Dahlvig, admitted that brand awareness contributes to IKEA’s business
success (“IKEA: How the Swedishretailer”,2005). Thatis why IKEA positionsitselfas much more thanamer
e furnituremerchant. “Itsells alifestyle that customers around the world embrace as asignal that theyhavea
rrived, thattheyhave good taste and recognize value” (“IKEA: How the Swedishretailer”,2005). The founder
of IKEA, Ingvar Kamprad, isknown as one of the most successful entrepreneurs who hasled his business thro

ugh creation ofnew designs and products to shaping up the consumer trends and tastes.

Theyare distributed worldwide to 175 million people. The IKEA catalogues offera combination of fineartsa

nd marketable production.

IKEA’s Positioning in the Global Market

The company hasrecognized thatthe major proportion of its market constitutes the customers belonging to
themiddle class who have common buying behaviorand preferences. The customer expenditure patternsar
ealsosimilarthroughoutall countries. Despite these similarities, IKEA understands that the company’s posit
ionsintheglobalmarketdepend onitssuccessin particularlocations. Itexplains the growingneed toadaptt
othelocal specificsin differentareas. For example in China,in the year 2005, IKEA produced 250,000 plastic
placemats to commemorate the year ofroosters (“IKEA: SWOT analysis”, 2010).IKEA’s promotional campai
gnsarebased on exceptional marketing situations and cultural susceptibilities of each country, which differ

radically across the markets.



Conclusion

IKEAisaninternationally recognized brand with hundreds of stores all around the world. From the analysis
ofexternal andinternal factors,itcan be stated that this company should undertake further evaluation ofits
markets, whereas the competitors pose new challenges forit. Itis essential for IKEA to make new strategies f
orkeepingits strongfinancial position. This meansrevealing the essential opportunitiesit can make use ofan
dthethreats thatshould be dealtwith toretain the marketshare. IKEAactsrelying onits strengths and cuttin
gdownits weaknesses. As theresultofthis approach, the companyhasbeenable to take and preserve astron
gpositioninthe market. Over the years,ithas continued to design and implement effective business develop

mentstrategies.

Recommendations

IKEA should continue usingits positive branding strategies. For example, in order to create arenowned trad
emarkinIreland, IKEA should pay more attention toits sustainability goals. IKEA canretainits marketvaluei
nlreland by planningto counteractthe threats, using the innovative ideas and focusing on the company’s stre
ngths.IKEA’s pricingapproach currently targets customers with limited buying potential. In the future, the p
roducts for the premium consumers should be developed, featuring high quality designs and extraordinary s
tyles. The goals of sustainable developmentand corporate social responsibility do not only contribute to the
company’sreputation, theyalsoimproveits revenues and consumers’ buying experience. Therefore, the co
mpany should continue developing functional and innovative products for diverse categories of potential co

nsumersinordertokeep expandingits marketshare.
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