Case Assignment #2: Ikea 
1. How was Ikea successful in entering the furniture retailing market in Sweden?
· In the post-war boom, while demand was increasing, inter-association supply contracts and trade agreements between Swedish manufacturers and retailers kept prices (artificially) high while foreclosing entry. Consequently, furniture prices augmented 41% faster than prices of other household goods. Ingvar Kamprad identified this scenario as both a social problem and a business opportunity.
· Kamprad’s aim was to: “Offer a wide range of home furnishing items of good design and function at prices so low that the majority of people can afford to buy them”.
· After Ikea was banned from trade fairs and the retail cartel members were acting unethically towards IKEA (pressuring manufacturers not to sell to IKEA), Kamprad responded by purchasing from a few independent Swedish furniture makers and establishing new sources in Poland – which led to lower costs and hence IKEA could further reduce its prices
· Result: By 1961, Ikea’s turnover exceeded 40m Swedish kroners – 80 times more than the turnover of an average Swedish furniture store. Moreover, IKEA completely dominated the mail-order business in Sweden, controlling a volume of 16m out of 16.8m SKr in total.
· When opening a second outlet in Stockholm (1965), Kamprad paid particular attention to the impact of automobiles on shopping habits, hence emphasizing on creating large parking areas and locating the store in the suburbs, opposed to focusing on a prime downtown location.
· Other hallmarks of IKEA’s success included: the self-service concept, distribution of informative catalogs, explanatory tickets on in-store merchandise, knock-down kits and flat packaging… all reinforcing IKEA as the industry’s dominant low-price and design/practically driven market leader
· Kamprad ensured to focus on younger buyers, who sought to furnish their first apartments – between 1965 and 1973, 47% of buyers were 25 and under, while price and design were the most sought after product characteristics

2. How important was internationalization to Ikea? What challenges did it face in expanding internationally and how did it overcome them?
· Internationalization was paramount to Kamprad: “It is our duty to expand” – choosing Switzerland as the first target: rather than conforming to the local service-intensive sales norms, IKEA stores introduced their philosophy of self-service and cash-and-carry. By taking an approach off the beaten path (distributing catalogs with humorous advertising), IKEA’s new store managed to attract 650,000 visitors in its first year of operations.
· Later Ikea penetrated the west german market, europe’s largest furniture market and the largest producer and exporter of furniture. By branding themselves as “impossible Swedes with strange ideas” and promising low prices, a quality image and immediate delivery, 37,000 visitors were attracted to the store in its 3 first days. 
· However challenges also presented themselves: other retailers initiated legal action regarding the truthfulness of IKEA’s aggressive advertising. – Despite these ‘barriers’, IKEA thrived and 10 new stores were opened in West Germany over a 5 year period, building a 50% market share in the West German cash-and-carry segment
· Adapting and standardizing the IKEA strategy also led to international success: taking the best ideas applied in various stores, standardizing the management approach and applying it to all stores, resulting in the emergence of a uniform concept and reliable brand image. 
· In the later years, when expanding to Canada and the USA, ikea diversified by expanding into segments like office furniture and also catering for older, wealthier clients.
· In the USA, IKEA aimed to project a sober image from the get-go. However this also posed challenges in terms of risking to dilute or distort the IKEA brand image.
· On the international level, a clash sometimes occurred between market orientation and IKEA’s concept orientation. For example in the US, people want shelves with space for TV sets while Europeans prefer having ‘bookshelves’.
· Another question that remained was if ikea’s business should drive their culture, or if their culture should drive business…

3. What were the management processes used by Ikea to manage its European operation?
· IKEA organized its business into an expansion group and an operations group. While the former would plan market entry and construct the facility in addition to building a team, the latter would subsequently take over and run the store. Such an approach allowed for quick growth, while helping many top managers to achieve positions of high responsibility.
· In the early 1980s, IKEA retail was reorganized into 4 geographical regions all headed by regional managers. Crucially however, purchasing, distribution and design functions remained under centralized control and were staffed almost entirely by Scandinavian specialists.
· IKEA’s upper management remained male-dominated and consisted mainly of Scandinavians – reasoning for this: efficiency in having a homogenous group running the business
· Anders Moberg, Ikea’s president even advised non-Swedes to learn Swedish in order to fully appreciate the corporate culture and to understand the Smalandish psyche. 
· IKEA increased risk-taking, sourcing from 15 factories in Russia and others in Eastern Europe, requiring investments in excess of SKr 500 million. 
· IKEA took a 50% share in a joint venture with a Hungarian retail chain in Budapest, subsequently constructing a large warehouse in Warsaw and opening a retail center nearby. This deal stipulated that IKEA would purchase furniture and establish a JV woodworking factory in Poland. 
· In 1988 Anders Moberg introduced a formal budgeting and planning process. Business plans from the various country operations and product groups were integrated and modified at the executive board level. A corporate plan with 3 years’ horizon was developed and sent back to the country units and the product groups to ensure their actions were in conformity with the plan
· Ikea was eventually more willing to locate new stores at A-class sites, where justifiable
· Anders was more committed to systemization and also focused on delegating more than Kamprad
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4. What was Ingvar Kamprad’s role in Ikea’s development?
· Kamprad himself was driven by a vision larger than simply IKEA, he truly aimed to improve people’s quality of life and make affordable and stylish products for a large majority of people
· His management style was also peculiar: Kamprad paid extraordinary attention to the smallest detail, often had a reputation for being stingy (especially with management fees and travel costs concerning employees) and did not seem to believe in delegation. He was constantly bypassing formal structures in order to speak directly with front-line store managers, including designers and operations officers.
· IKEA developed as an extension of Kamprad and his principles: founded on enthusiasm, a constant will to renew, cost-consciousness, accountability, humbles and simplicity – all forming a very distinct organizational culture that often preferred less educated youngsters to recent college graduates from more “posh” backgrounds. 
· Organization of “antibureaucratic weeks”, requiring all managers to work in store showrooms and warehouses for at least 1 week every year. 
· Kamprad came up with the idea of training “Ikea ambassadors” (cultural agents), assigning them to key positions in all units, helping spread the company’s philosophy and values by educating subordinates whilst acting as role models
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