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Abstract

Ikea is a global privately owned corporation.  They have a strong social and environmental policy.  Their image of quality and affordability is an asset and their unique decision to go to flat packs provided portability and greater storage capacity.  Ikea has weaknesses greatest of which is a resistance to change.  They also lack transparency between divisions, have high staff turnover, and have difficulty forecasting demand.  They have opportunities in the trends toward streamlined customs, increases in e-commerce, popularity of franchising and the current popularity of minimalist styles.  The threats come from strong competition from superstores, government regulations and, because of their snail like pace of change, advances in technology and dramatic style changes pose large threats.
Strengths

IKEA has a couple exceptional demonstrated strengths.  Strong social and environmental policies are areas of pride for Ikea (Ikea, 2007).  In the social arena, they focus on children in general and reducing child labor specifically (Barner, 2007; Ikea, 2007).  The mantra repeated throughout their website, “low price but not at any price” sums up the basic premise behind their child friendly and green policies (Ikea, 2007).  While low prices are an important component of Ikea’s success, they will not sacrifice children or the environment for a larger profit margin.  They do not shy away from policing suppliers to ensure compliance with Ikea’s social objectives, to make that process easier, they are consolidating and reducing the number of suppliers from 2,500 to 1,300 (Barner, 2007).  

An ambitious goal Ikea has set for themselves environmentally speaking is to “become 100% reliant on renewable energy…and to cut overall energy consumption by 25%” (Barner, 2007).  “Corporate Social Responsibility”, or CSR, is a very real part of Ikea from the highest levels on down and it plays a major role in the decision making process (Barner, 2007).  Ikea believes being a privately held company makes this position easier because the “link between financials and CSR progress is less of an issue” (Barner, 2007).  These social responsibility positions will actually gain in value and importance as time goes on because governments are increasingly placing limits on resources and emissions and requiring recycling programs and consumers are demanding more and more social responsibility from the companies the do business with (de Melim, 2007).    

The Ikea image is one of affordability and quality (Scheraga, 2005; Ikea, 2007).  One of the key elements of affordability and shipping and storing logistics is the flat pack.  The “knock down” furniture is packaged unassembled in a flat box, allowing it to be easily transported, warehoused, and carried home by the consumer who then assembles it into the final product (McGinn, 2002).  The furniture items are made with wood that comes from renewable sources and they have clean lines basic shapes, lending an aura of quality.

Weaknesses

There are a few important weaknesses.  Ikea is very slow to change.  Because of the extremely slow nature of the Ikea Corporation, almost snail like, they are late to adapt to the needs of their customers.  For example, they initially resisted stocking American sized beds and bedding in their stores (McGinn, 2005).  Once they made changes in sizing to meet the needs of their US customers, sales increased (McGinn, 2005).  This extremely slow to change philosophy is hindered even further by a lack of transparency between divisions (Scheraga, 2005).  

High staff turnover is expensive and extends the amount of effort required to implement new initiatives.  Ikea suffers from a large staff turnover in their stores (Barner, 2007).  As a result, Ikea is having difficulty “embedding CSR” or “communicating to [their] people what [they’re] doing” (Barner, 2007).  They can’t seem to get the employees at the retail level, the level that comes in contact with the customers, to understand the corporate responsibility position and to become part of it. 

The lack of transparency between divisions in Ikea is a problem.  This slows down the corporate process and it causes uncertainty (Scheraga, 2005).  A far better approach would be transparency and cross functional teams.  Information would be shared and analyzed in a much more expedient fashion and with better results.  

Which leads to another weakness, Ikea is very poor at forecasting demand and they can’t stabilize inventory as a result (Scheraga, 2005).  Ikea has essentially relied upon their ability to react to the demand, but that has left them at times with to little inventory or too much inventory (Scheraga, 2005).  Resources tied up in excess inventory are wasted and sales lost because of inventory levels that are too low are not good either.  On the bright side it looks like Ikea may be looking into some new strategies that will help with the inventory management but the forecasting issue will still be a problem in other areas (Scheraga, 2005).
Opportunities

There are some real opportunities for Ikea.  The trend toward streamlining customs processes for large areas will make expansion easier for Ikea; one major set of customs checks and they can move freely throughout member nations of the European Union, a very large market and growing (“Importing” 2007).  

Increases in e-commerce, due to the rising comfort level of customers with online purchases and the rising levels of accessibility to the internet in general, offer a large opportunity to increase sales and reach markets without necessarily building a store (eBusiness, n.d.).  The opportunities are not just within the US, the European Union and China, but also in developing South America where great effort is being made to increase access and use of technologies like the internet (eBusiness, n.d.). 

Ikea is already in the franchise business, not all of their retail stores are owned by the corporation (Ikea, 2007).  Franchising is a great way to increase Ikea’s presence without risking the capital required to build several stores in various parts of the world.  Risk adverse Ikea would be able to enjoy increased sales and a wider reach while maintaining their principal.  To take advantage of this opportunity they only need to increase their current franchising program.

The Ikea products are in tune with the style of today.  Minimalist trends, clean lines, and basic colors or neutrals are popular decorating themes, currently referred to by some as European Contemporary (“Design” 2007).  Ikea is ideally suited to fill the needs of this current fashion.  This is a great time to expand and really push the online store with a well positioned advertising campaign.
Threats

The threats facing Ikea include competition from superstores like Wal-mart and Target that are now selling their own version of boxed furniture.  They could give Ikea some trouble.  Wal-mart in particular has a very strong presence in the US and could certainly compete on price, plus they have a well working distribution network that utilizes radio frequency identification (“Wal-mart” 2007).
 Meeting the requirements for competing government regulations could become a problem, but with Ikea’s CSR, they are likely to stay ahead of or current with regulations around the world.  They are currently well positioned to meet this threat.  

Both dramatic changes in style and in technology present problems for Ikea.  If they continue with their current pace of doing business, they will be out of fashion and not prepared to make changes when dramatic shifts occur in modern style.  But advances in technology are even more important.  New construction materials that come about with unique properties that are environmentally friendly can decimate the desire for wood products.  Beyond that, smart technology is being added to new things everyday.  As we make technological advances and the public desires these new products, Ikea could be left in the dust.  This does not have to be the case, but until they become more efficient at evaluating the trends and instituting changes when needed, they will be at risk.          
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