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R Abstract. It is now important for international companies to be able to
J d understand the needs and desires of consumers in the domestic markets in which
they operate. In order for a company to be able to compete, it must implement its

international strategy on the local spectrum. This article is used to demonstrate
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tried to define the mission of IKEA has included the following components:
different products, available prices, exceeding expectations. Then created an
analysis of the design, formation and further successful steps of that company.
Focus on the SWOT analysis of the Ikea itself, and also on its analysis in relation
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to the issue - the Ukrainian market gives us great understanding of
strengths(affordability, design, brand reputation, wide range of products),
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store, sustainability) and threats(competition, imitation, quality preference) for
better functioning lkea business strategies in the world and in Ukraine. The
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competitive advantage is the technology creating stylish products through
decades which differents from others and can be recognizable. Ukraine is an
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designed and functional household equipment especially with possibility of online
store because of influence of current situation with pandemia COVID-19 was also
the cause of this phenomenon.
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1. Statement of the Problem.

The development of international trade has increased significantly during the last part
of the twentieth century due to the liberalization of trade, investment and the development of
technology. Important elements that have advanced in international trade include:

- establishment of the World Trade Organization (WTO) in 1995;

- start of electronic transfers of funds;

- introduction of the euro into the European Union;

- technological innovations that facilitate global communication and transport;

- the dissolution of several communist markets, thus opening up many economies to
private enterprise.

Today, global competition affects almost every company - regardless of size.
International business remains a broad concept that includes the smallest companies that
trade with only one other country, as well as the largest global companies with integrated
operations and strategic alliances around the world.

Understanding the size of the global market is a major challenge for international
business. There are currently more than 200 national markets in the world, representing a
seemingly endless supply of international business opportunities. Diversity between nations
however, it presents a number of obstacles, such as:

- differences in national wealth and their increase;

- regional diversity by wealth and population: (North America is home to only 5
percent of the world's population, yet controls almost one-third of the world's gross domestic
product);

- cultural / linguistic diversity: There are more than 10,000 linguistic / cultural
groups in the world;

- country size and population diversity: At the beginning of the twentieth century,
there were about 60 countries; by 2000, that number had risen to more than 200.

One of today's phenomena brought about by the globalization of the world market (the
interconnection of the world's economies) is the emergence of Transnational Corporations.
There are many advantages that such a structure provides for the company itself:

1. Efficiency - easier achievement of target markets, easy access to raw materials and
cheaper labor costs.

2. Development - multinational companies generally pay better than domestic
companies, which makes them more attractive to the local workforce. The local government
usually favors them because of the large amount of local taxes they pay, which helps boost the
country's economy.

3. Employment - Multinational companies hire local workers who know the culture of
their place and are able to provide useful feedback on what the locals want.

4. Innovation - the employment of local and foreign workers offers the opportunity to
come up with products that are more creative and innovative.

2. Analysis of Recent Research and Publications.

The problems of brand formation and development are studied by scientists both at
the national and international levels. M. Skorek, K.Dziewanowska, & A.Kacprzak [6]
conducted research connected with motivational factors that guide the Polish consumer in
terms of purchases. N. Marynenko, I. Fedyshyn, N. Garmatiy, I. Kramar [5] studied the role of
the European Union (EU) in direct investment into the real sector of the Ukrainian economy.
0. Yuzyk, I. Mazaikina, H.Bilanych, & M. Yuzyk [8] compare the role of quality higher
education in Poland and Ukraine as a powerful force of competition.
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3. Previously unresolved parts of the overall problem.

Despite the wide interest in prerequisites for establishing and formation of the brand,
the question of the peculiarities of IKEA management in the world and in Ukraine is still little
studied, and therefore is extremely relevant for studies.

4. Problem statement.

The purpose of the article is to expand and supplement the analysis of the IKEA brand,
to highlight the strengths and weaknesses of IKEA management in the world and in Ukraine,
to identify the competitive advantage of the brand and its mission.

5. Main Research Results.

IKEA is a world-famous Swedish company operating in the furniture industry. It was
founded in 1943, at that time who only a 17-year-old boy named Ingvar Kamprad (the first
two letters of the company's name are derived from his name) and initially his company sold
only pens, wallets and picture frames. Gradually, the company became involved in the
distribution of furniture and today operates on all continents, while together it has opened
more than 400 of its stores in approximately 50 countries around the world. According to
Forbes magazine, IKEA is even the largest furniture company in the world.

However, after decades of hard work and stage expansion from the local Swedish
market to a global brand and one of the world's largest companies, IKEA gradually reworked
into this position. After its establishment during the Second World War, it focused only on the
sale of small goods and step by step became acquainted with the market and adapted to its
needs and environment. IKEA, the second half of the name of which consists of the initials of
the names of the Elmtaryd and Agunnaryd regions, where its founder Ingvar Kampard grew
up, did not have furniture until 1948. The goods were purchased from local manufacturers
and the idea was very well received by customers (his first major success).

In 1951, IKEA published its first catalog with the furniture on offer, and the company
began to create its own marketing image. Various variations of one of the armchairs, which
had a very modern look at the time, can be purchased in stores even today. IKEA opened its
first showroom in Sweden in 1953, making it significantly more visible on the market, as
customers could try out the furniture on offer before buying, and the company came so close
to them. The company opened its first store after long-term work on improving the range
offered only in 1958, ie 15 years after its establishment. However, the move was a huge
success, as it was the largest furniture store in all of Scandinavia, and as it turned out,
customers were very interested in it and had no problem traveling long distances just to buy
furniture in this store.

Ingvar Kamprad continued to work very well with this situation and for a while
decided to open a restaurant in addition to the furniture store to make the trip to the IKEA
store even more enjoyable for customers, creating a very relaxing atmosphere that was
another huge success in the market. This concept is still used in IKEA stores to this day and it
is basically a matter of course for the average consumer to associate IKEA not only with
furniture but also with the well-known and widely popular restaurant chain. After that, the
events had a faster turnaround and the company was able to fully expand on a large scale. In
the 1960s, IKEA decided to expand its activities to the international market and opened more
stores in new countries. The first were, quite rightly, Sweden's neighbors, namely Denmark
and Norway. Later, other European countries were added, where the brand opened its stores.
Today, there are more than 270 in Europe. In 1985, the company even decided to expand to
the other side of the Atlantic Ocean and enter then the largest consumer market in the world,
and IKEA opened its chain's first store in the United States. It was in Philadelphia, and
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fortunately for Ingvar Kamprad, the idea took hold very quickly in the US market. It was soon
necessary to open more stores in this country, and to date we can count 65 of them there.
Ingvar Kamprad stood at all these milestones and headed the company from the very
beginning until the 21st century, when he had to reduce his business in the company after
several scandals (for example, finding that Ingvar Kamprad was a supporter of the Nazi party
during World War II, or about his alleged growing alcoholism). He died in 2018 at the age of
91, but his company has a long-term perspective for growth and staying at the top of the
corporate environment thanks to the vision and idea he left behind with IKEA [1].

The vision of the company is very unanimous and, rightly so, it hides many successes
and a unique image of the company. If it is introduced by a lonely community, their vision is to
create a better daily life for many people.

The entrepreneurial mindset of the community is to offer a wide range of stylish,
functional, home-based products for prices so low that they can afford as many people as
possible. The strategy, which IKEA has also strengthened, was the most unanimous, in
addition to the fact that the company had to target a global environment and was then facing a
major challenge in order to keep on top of all the different markets. IKEA also if the badge
combines thousands of employees and companies with different owners around the world.
The retail trade is organized within a franchise system with 12 franchisees in 54 markets,
which - together with the franchisor and the next part of the business - have constantly
improved and developed the brand.

The idea, which was abandoned by the founder Ingvar Kamprad, is, according to the
citation, hereditary from the point of view of community: “one brand, greater community and
greater, greater people - this may be in short. All over the world, we have a passion for home
furnishings and an inspiring shared vision: to create a better everyday life for many people.
This, together with our straightforward business idea, common values and a culture of
belonging, guides us in everything we do”. It is not easy to precisely define the mission that a
company has, as the company does not have a clear position on what its clear and distinct
mission is. However, it is probably best possible to define the mission that Ikea has, with this
statement published by the company: “our opinion on the mission that IKEA has includes the
following components:

1. Different products

2. Available prices

3. Exceeding expectations

The most common aspect inseparable from Ikea's reputation is that the company's
products are not comparable to any others on the market. Over the decades, Ikea has learned
the art of designing stylish furniture and related products. Incorporating sophisticated
technology into its stores gives it a competitive advantage [3].

In this part we will focus on the SWOT analysis of the company Ikea itself, and also on
its analysis in relation to the issue - the Ukrainian market.

1. Strengths. Affordability (Low prices are the cornerstone of IKEA's vision, business
idea and concept. The basic thinking of all IKEA products is that, thanks to low prices, well-
designed and functional household equipment is available to everyone. Constant innovation
helps them do everything a little better, easier, more efficiently and always cost-effectively).
Design (IKEA is guided by a concept called "democratic design"”, which consists of five
elements: form, function, quality, sustainability and low price. Every IKEA product is designed
and manufactured based on this concept. Designers at IKEA must incorporate this concept
into the process through cooperation with suppliers, technicians and manufacturers). Brand
reputation (Founded in 1943 by 17-year-old Swede Ingvar Kamprad, IKEA is today the
world's largest furniture retailer with more than 445 in 53 countries around the world. In
2020, the IKEA brand was valued at approximately US $ 19.5 billion). Wide range of products
(Furniture sales make up the bulk of IKEA's revenue, which in 2019 reached around
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41.3 billion euros (globally). The IKEA range consists of 9,500 household items, designed to be
functional, good-looking and affordable. In addition to furniture, the company also offers
products such as food, beverages and additional services such as delivery and removal of
furniture. Last but not least, part of the income includes fees from franchise agreements).

D

Affordability

Design

Brand reputation

Wide range of products

Emerging markets
Online store
Sustainability

T

Pic. 1. SWOT analyze of Ikea company

2. Weaknesses. The media (IKEA has had a number of negative media cases.
Employees complained of ill-treatment, the brand faced ridicule due to advertising techniques
in Arab countries, and last but not least - the occurrence and withdrawal from the sale of
dangerous products that caused / could cause injury or death). Quality (Although the brand
strongly advocates the quality of its products, the opinion of "low price = low quality” still
prevails among most customers. This fact limits the company in attracting and breaking
through with more demanding customers, who prefer to invest in a more expensive piece of
competition). Location (Most IKEA stores are located outside the city center. This position is
not accidental, on the contrary - it contributes to the company's strategy. The price of land
outside the city centers is lower and therefore the company can afford to buy larger land. This
also saves on storage costs, as products can be stored directly "in-store". However, this
strategy did not meet with a full understanding of customers, and therefore IKEA decided to
locate smaller operations and so-called. showroom directly to the city center to meet the
requirements).

3. Opportunities. Emerging markets (In developed markets, IKEA has the position of
a cheap mass brand, but in emerging markets, where low prices are the norm, it focuses on a
growing middle class that aspires to international lifestyle products. The company should
therefore concentrate its resources and open new stores in these markets in order to diversify
and at the same time increase its revenues). Online store (IKEA products can be purchased
through their websites. Online shopping is becoming very popular as people working
overtime and especially in current situations working from home is usual. Also, during
holidays such as Black Friday people want to avoid spending time in a line for buying
products - channel from which IKEA can benefit greatly). Sustainability (Ecology and
sustainability are at the forefront of customer preferences, because we are living in a time
wuth climate changes and IKEA is aware of this. They are trying to fulfill their vision of
"creating a better everyday life for many people" in a sustainable way, and clearly
successfully: IKEA is at the top of the list of sustainable companies in many countries).

4. Threats. Competition (IKEA must pay increased attention to its competition -
directly (other low-cost furniture retailers) but also indirectly. Many chains whose main
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product is not furniture are expanding their portfolios in this direction. Fashion brands such
as Zara, H&M as well as retailers such as Tesco or Lidl offer small or larger pieces of furniture
at low prices). Imitation (In the case of IKEA, the threat is not the imitation of products, but
rather the imitation of its low-budget business model which is untestable. If it wants to stay
ahead of the competition, the company must constantly provide research and development).
Quality preference (Changes in customer preferences can also play a significant role in the
bisuness. Customers are increasingly inclined to buy more expensive, designer or locally
produced products. Another threat may be the “DIY” trend, (you assemble your own
furniture). With the growing popularity of tutorials/bloggers/YouTube/Google on the
Internet, more and more people are doing things by themself) [7].

Strengths Weaknesses Opportunities Threats
-Affordability -Cultural -Economic -Price
-Try-on differences growth perception
option -Do it yourself -New products

concept

Pic. 2. SWOT analysis in relation to Ukraine

1. 1.Strengths. Affordability (IKEA's pricing policy - to give everyone access to
quality products at low prices and thus contribute to improving their lives is one of the
company's strengths. That doesn't change in Ukraine either, but it has its catch - the
perception of the price (see Threats). Try-on option (The design and equipment of department
stores is not accidental and aims to attract as many customers as possible to stores, which
increases the company's own sales).

2. Weaknesses. Cultural differences (IKEA underestimated market research when
entering the Ukrainian market and therefore encountered many problems when entering the
market. The behavior and thinking of Ukrainian customers are greatly influenced by the
period of the Soviet Union, and so far, many differences can be observed compared to Western
cultures). Do it yourself concept (Flat packaging of furniture saves space, costs and also
facilitates the transfer of furniture from the store to the customer. However, not all customers
are enthusiastic about this concept and therefore prefer to turn to the competition).

3. Opportunities. Economic growth (Ukraine is one of the fastest growing economies
in the world and is therefore one of the emerging markets. Improving the economic situation
of the population also means increasing their spending - for example, by buying new
furniture). New products (IKEA came to the Ukraine market with something completely new
and unknown. Product design, marketing communication of the company, restaurants directly
in the store, placement of products in the store ... Risk that has paid off in the long run and
IKEA has gradually gained its place in the market.

4. Threats. Price perception (The Ukrainian market is dominated by the belief that
low price = low quality, which can make it difficult for IKEA to reach customers. Especially
older generations may have trouble accepting this new trend) [4].

IKEA presented a document evaluating its financial and economic results for 2020. As
the pandemic broke out at the beginning of this year and caused many restrictions in business
environments around the world, it is already possible to observe from this document how the
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company managed and has so far set its strategy for dealing with the consequences of
coronavirus. According to the document, IKEA recorded a solid financial result for 2020
despite the pandemic. When the lockdown began, the company evaluated its sales plans and
took several measures to mitigate the negative effects of the pandemic and reduce operating
costs. Following a rapid and strong recovery in retail sales, IKEA generated better-than-
expected operating income. After tax and financial expenses, net income amounted to
approximately 1.73 billion euros. A more detailed breakdown of the company's revenues in
2020 (and a comparison with 2019) can be seen in the following table 1[2].

Table 1. Consolidated income statement

In millions of EUR year 2020

year 2019
Sales of goods 22387 23916
Franchise fees 1162 1195
Other income 64 73

Cost of goods sold 18 860 20633
Gross profit 4753 4551
Operational cost 2529 2 695

Financial income and expense -201 -65
Total income before taxes 2023 1791
Income taxes -295 -301
Results from the sales of entities 3 -5

6. Conclusions and Further Research Implications.

According to these results, we can see that the company's revenue has even increased
compared to the previous year during the period 2020. From the financial data, we can
therefore preliminarily assess that IKEA is one of the companies that is dealing very well with
the pandemic, and is even able to turn this unfavorable situation in its favor. Of course, as
mentioned before, the pandemic and its consequences are certainly not over, so it is not yet
appropriate time for premature conclusions. The economic figures from 2021 will certainly be
very important, which can only be evaluated later, and then it will be better shown how the
set strategy that IKEA has put in place has proved its worth. Until then, however, it may
clearly be appropriate and beneficial to assess the current set-up of the company's operation
during a pandemic and to take a stand on the forecast of what IKEA will look like after the end
of the pandemic and how the company will prosper and develop the brand.

Author details (in Ukrainian)

OCOBJIMBOCTI YIIPABJIIHHA KOMIIAHII IKEA Y CBITI TA YKPAIHI

95



ISSN 2223-3822 © CouiasibHO-eKOHOMI4Hi po6JieMH i AepkaBa. — Bum. 2 (25). — 2021

Mapis I03UK
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e-mail: mariayuzykl @ukr.net

AHomayis: 3apas MiHHAPOOHUM KOMNAHIAM 8axcAueo emimu posymimu nompebu ma 6a*CAHHS
ChoXcueavie Ha 8HyMPpIWHIX PUHKAX, HA SIKUX 80HU npaywwme. /15 mozo, wo6 KOMNaHis Mo21a KOHKypyeamu,
B80HA NOBUHHA pea.izyeamu C80H MINCHAPOOHY cmpamezilo Ha J0KAAbHOMY cneKkmpi. Lja cmamms nokaukaHa,
wWo6 npodemoHcmpysamu 2.106a.16Ho ychiwHy komnaHiio IKEA 3 i oco6.ausocmi meHedxcmenmy y ceimi ma euxio
Ha yKpaiHcobKuli puHok. I[lepw 3a 8ce, Mu 8U3HAYUAU 8ANHCAUBI eeMeHMU, SKI CNPUYUHUAU PO3BUMOK MIHCHAPOOHOT
mopeisJi, ma ocHO8Hi nepewkodu, AKi NAUHYAU HA 2/10601bHY KOHKYPEHYII0 KOXCHOI KomMnaHii 8 mixcHapodHoMy
6i3Heci, de Ikea He € suHsimKkom. Ockinbku Hemae yimkoi no3uyii micii Ikea, Mu cnpo6ysaau 8usHavyumu, wo Micis
IKEA skaw4ana maki cknadosi: pizHi npodykmu, docmynHi YiHu, nepesuwjeHHs ovikyeaHv. [lomim 6ye cmeopeHull
aHanaiz dusatiny, popmysarHHss ma nodaabwux ycniwHUX Kpokie yiei komnarii. 3ocepeduswuce Ha SWOT-ananisi
camoi lkea, a makox Ha lozo aHaai3i wodo npobaemu YKpaiHCbK020 pUHKY OdE HAM NPEKpAcHe pPO3YMiHHS
Cu/MbHUX cmopin (docmynHicmy, dusaiiH, penymayis 6peHdy, WUPOKULl dcopmuMeHm mosapie), c1abKux cmopiH
(media, sikicmb, po3mawyeaHHs), Moxcaugocmi (puHKU, WO po38UBAOMbCS, IHMepHem-Mazd3uH, cmilikicms) ma
3azpo3u (KoHKypeHyis, imimayis, nepeeaza sikocmi) 0415 Kpawjozo GyHKYioHy8aHHs 6i3Hec-cmpameeiti Ikea y ceimi
ma & Ykpaini. KoHKypeHMHOI0 nepesazord € MeEXHO/102i CMBOPEHHS CMUJAbHUX NPOoJYyKmis npomsizom
decsimusime, siKi @i0pi3HAIOMbCS 8i0 THWUX | MOXCYMb 6ymu 8Ni3HABAHUMU. YKpaiHA € 8AMCAUBUM PUHKOM 045
poswupenHs IKEA, ockinbKu ykpaiHyi wykaromb HU3bKI YiHu, dobpe npodymaHy ma yHKYiOHAAbHY nobymosgy
mexHIKy, 0c064UB0 3 MOXHCAUBICMIO [HMEPHEeM-Ma2a3uHy, Yepe3 8nau8 HUHiWHvoi cumyayii 3 nandemiero COVID-19
€ MAKoX}C NPUYUHOIO Yb020 HEHOMEHY.

Kawuoei cnaoea: menedzcmenm, Ikea, mosxcaueocmi, meHdeHyii, pozeumok, nandemis.
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