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CASE 10 IKEA Looks to Further Penetrate the U.S. Market
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The Future of IKEA's U.S. Expansion
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The Future of IKEA's U.S. Expansion

Despite these advantages, IKEA must address two ke
expansion. The first is the overwhelming individualit
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y issues regarding U.S.

y of U.S. consumers. American
and tend to reward marketers that go out of their way
to address individual tastes and needs, Further expansion into the U.S. market will
require IKEA 1o adapt its offerings and stores to local tastes—a marketing strategy that
is much more expensive to deliver and contrary to IKEA’s cost-conscious operating
philosophy. IKEA’s franchised structure is well suited to this task. This allows IKEA to
get closer to customers by hiring local employees that represent the same values,
cultures, and lifestyles of the local area. Another adaptation issue involves IKEA’s
promotional strategy, which must be tailored 1o U.S. st

andards, For example, most of
IKEA's television commercials are considered too “

edgy” for American viewers,
Although American consumers are increasingly

y products. In this regard, IKEA’s low-cost, do-it-
yoursell concept misses the mark for many potential furniture consumers. Many
Americans view self-assembled furniture as being lower in quality, and similar to the
types of furniture one might buy at Walmart or Target.

The second key issue is quality.
value-driven, they also demand qualit

Facing these challenges, IKEA’s U.S. expansion is expected to move fairly slowly.
The company does not have the financial resources and marketing experience to roll

out a large number of products and stores simultaneously. The most recent economic
conditions have not helped either. As the com

into the U.S. market, it must consider a numb
and external environments,

pany looks toward further expansion
er of relevant issues in both its internal

IKEA's Strengths

Low Cost Structure 1KEA’s low cost structure has been the very essence of its success,

Being that low cost measures are ingrained into IKEA’s corporate DNA, the company
does not have a hard time tailoring its operations around this business model. This
model also pairs nicely with customers who appreciate IKEA’s operating style. Fur-
thermore, IKEA’s low cost structure has kept the company profitable while com-
petitors, such as Pier 1 in the United States, are struggling. Despite the state of the
economy, IKEA has continued to see positive revenue growth, though President and
CEO Anders Dahlvig has admitted that the economy has caused sales to increase more
slowly than in recent years. Dahlvig also explains that in reaction to the constricting
economy, IKEA has continued to use every possible avenue to maintain its low cost
structure and competitiveness without compromising customer value.

Corporate Culture 1KEA values antibureaucracy in its operations, and strongly fol-
lows worker and environmental protection rules. These tenets are codified in the
company’s code of conduct known as “The IKFA Way.” The company’s culture is

based on the core values of togetherness, cost consciousness, res
b

pect, and simplicity.
Kamprad once said, “Work

should always be fun for all colleagues. We all only have
one life; a third of life is work. Without desire and fun, work becomes hell.”

To ensure
the company culture js uphe

Id, the company looks for very specific traits in potential
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