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IKEA: INTRODUCTION

The rise of e-commerce and increasingly intense
online competition in the furniture market will
make it vital for IKEA to radically transform the
business model away from the single focus on the
big out of town shed. Even with today’s restricted
transactional online offer, available in just 12

out of 40 countries, IKEA have attracted more
website visits than physical store visits (1.1bn
website visits compared to 776m store visits in
2011), leaving a lot of scope for IKEA to convert
views into online sales.

IKEA's board has planned to grow like-for-like
sales by 5% from the existing store estate and
to boost sales by a further 5% through new
store openings. However, were IKEA's online
sales to double from the current level of around
2% of total sales and keep their strong sales
momentum, this would all but cover the 5%
growth targeted from new store openings,
sharply reducing the need for costly new store
development!

The company intends to amass 500 stores
worldwide by 2020, compared to its current
338. The report shows that overemphasis on
store expansion is the wrong route for IKEA to
go down. Instead the analysts suggest stretching
the online store to countries where it isn't yet
available, adding more of the product range to
the online store and exploiting the potential of
mobile applications.

There are issues that will need closer attention

in order to ensure a smooth transition to a true
multichannel business. Online operations must
be integrated more strategically into the existing
physical store model to drive up footfall and offer
complementary growth through services such as
Click and Collect.



IKEA: INTRODUCTION

Right now IKEA does not offer a competitive
home delivery service compared to the likes

of Amazon and eBay, still charging customers

- according the weight of their order. In Germany,
IKEA's most important market, pureplay
‘competitors such as Home24 already offer a
completely free delivery service. In order to

lash delivery times, IKEA's supply chain is in
rgent need of revision. To cut costs and keep
ventory levels low, closer cooperation between
oduction stages and real time data mining will
> necessary.

at said, although the online store is of massive
nificance for IKEA's future growth plans,

sical store expansion plans remains critical
her afield. Opportunities to expand the
course store model into emerging markets
not be missed, as there are large levels of
pped demand in the Indian and Chinese
ets. Back in Europe, the current decline of
igh street is putting downward pressures

| estate prices in city centres, opening up
er opportunity for new store development
yrmat diversification such as IKEA's city
stores.

L

ernet will affect IKEA's business model in
ays too. The soaring ownership of tablets
that IKEA'S app offer needs an overhaul
catalogue needs to become entirely

A transactional service, encouraging

rs to purchase goods using an IKEA app
Iso include a mobile payment option, so
would be able to use IKEA's in-store Wi-
heckout-waiting times.

IKEA's conservative attitude towards the web
has resulted in lots of missed sales, and online
expansion is the future for the retailer, hence
strategic decisions taken in 2013 will be vital.




RETURN ON INVESTMENT

This report will allow you...

e Demonstrate how to drive footfall
1 into stores at a time when online
performance is becoming increasingly
important.

e Analyse great ideas on how to revise
your supply chain away from a purely
store based model towards readiness for
multichannel and e-commerce.

e Explain how you can strengthen links
between your online and physical store
and exploit complementary growth
opportunities through multichannel
integration.

¢ Provoke consideration of ideas to engage
closely with your customer base through
detailed insight into IKEA's loyalty
programme.

e Enable you to implement a green agenda
to increase energy sufficiency capabilities
in a time where electricity costs are
soaring.




METHODOLOGY

The report is based on one to one interviews
with former and current high-level executives.
In some cases the report reflects the viewpoints
of the company.
ResearchFarm provides insights into IKEA's
sourcing strategy and capabilities, the in-
store experience, a budding online store, an
engaging customer loyalty programme and
what we expect the future to hold for the
global furniture powerhouse.
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KEY QUESTIONS ANSWERED

Store expansion & online

1) Are IKEA's plans for a huge expansion of physical stores
necessary given the rise of their online store? Should IKEA
neglect physical store expansion altogether or should they
focus solely on the online store?

2) Can both the online and physical store channels be
integrated? Should they be given different roles in order to
provide complementary growth? Should IKEA start to offer
a Click and Collect service, in-store Wi-Fi and offer limited
exclusive on/offline product ranges?

3) How much revenue was generated by online sales in
the last year to August 2012? What proportion of the
total product range is currently available online? In which
countries do IKEA operate a transactional online service?

4) How have IKEA adapted to online competition in the
furniture market? What is left to do for IKEA in order for
this channel to succeed?

In store strategy and customer engagement

5) What role does 3D room planning software play? How
important are in-store product customisation workshops?

6) How has IKEA's in-store strategy been crucial to their
success? What unique strategies have been employed?
Which type of physical store will be relevant to IKEA's future
as the “go to” furniture store? Is their original vision for the
stores out-dated?

7)How have IKEA managed to engage with their customers?
How have IKEA used the data collected through the IKEA
Family Loyalty Programme and 3D kitchen planners to tailor
their product range?



KEY QUESTIONS ANSWERED

Supply chain

8) How does IKEA's Supply Chain operation contribute to
high quality furniture at low prices? What is more important,
vertical integration, just-in-time, load sharing or careful
sourcing of production materials? How can the Supply Chain
be altered to cut costs and deliver a more efficient service?
How many suppliers does IKEA currently work with? How
does this figure compare to 1990? What are IKEA's four key
sourcing initiatives?

9) How does IKEA source the materials used for production?
Through close co-operation with suppliers and vertical
integration? Encouragement of product returns in-store?
The use of production materials traditionally thrown away?

The future

10) How can recent technological developments be used to
make a contribution to IKEA's overall business plan? How
many people have already downloaded the IKEA catalogue
app? What are the future implications of this for IKEA's
annual physical catalogue? What additional features could
be added to the IKEA app? Interactive store maps? An online
transactional service?

11) Should IKEA focus more on the kitchen or the bedroom?
Whateffect will populationageing have onIKEA's operations?
What opportunities, in terms of new products that can be
offered or promoted, will this present?
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TESTIMONIALS AND CLIENTS

« Our management team was very very satisfied with your reports. Your case studies really helped us. We are revamping
our stores and have implemented a new way of thinking within the organisation and your piece of research helped us to
understand how others are doing and how to apply it to our business.» (Retailer)

« The case studlies helped us to think outside the box and we liked the fact that ResearchFarm is focussed on innovations
and the future » (Financial services company)

« The report was very topical and very useful in explaining the technologies, players and issues and privided excellent case
studies.» (Retail services provider)

« Very powerful piece of research. We often buy reports from other sources which are full of description and charts and

very often with out to date info and things we already know. But yours are very compact and with current examples, re- e
commendations on what we should do and what we should not do. Examples that we can directly apply to our business.»
(Department store)

«Your publications have been extremely useful so far especially because you are giving real life examples. those are really
helpful so we can benchmark ourselves against others and see what works and what does not.» (Retailer)

YJ)

. « | found it very insightful. [...] Impressed with the amount of information that has been covered by your report.» (Retail
ol merchandising company)

L «l found the document easy to read, well laid out and the content thought-provoking. It reminds me of the major conside-
rations that affect our markets, and to address these key issues when approaching the global brands and retailers. This re-
port is a very good demonstration of the quality of how ResearchFarm operates and communicates.» (Technology supplier)

«The content is very interesting to us, as we look after many of the largest shopping centres and we also represent many
international retailers entering our market. There is plenty of food for thought.» (Property consultants)

l «It was helpful. It helped me to persuade my boss to take on a project about e-commerce research. | was really surprised
by the importance of legal issues. | never read that elsewhere before.» (Government)

«On DLF’s (Danish Association of Fast Moving Consumer Goods Manufacturers) New Years Conference on the 20th of
: January 2011 we had the great pleasure to hear ResearchFarm speak about future trends in online grocery retailing. The
H\ feed back from the conference participants was very positive as they gave ResearchFarm’s presentation the highest score
of all speakers, finding the analysis about the key success factors of chosen EU and US online retailers both very interesting
and inspiring. We can therefore give ResearchFarm our best recommendation.»
Dagligvareleverandgrerne — Danish Association of Fast Moving Consumer Goods Manufacturers
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IKEA: Racecourse store design perfection, breath taking items, in-store events

The racecourse design of the stores is thoroughly tested and perfected in
the Netherlands, then rolled out internationally. Many products will be seen
by shoppers more than once, and the price value message is on display constantly.
On average, a shopper turns 84 corners per visit, and has an opportunity to pick up
a large shopping bag on 30 occasions. The large shopping bags made available for
non-warehouse stored accessory items and impulse buys, and are designed so that

customers are free to trial other goods in-store and keep hands free to write down
items on forms for later collection.

IKEA uses “BTI” (breath taking items) products at extremely competitive
prices at the entrance of stores, serving to entice and mentally prepare
customers to shop. This strategy is based on the idea that the earlier shoppers
are prepared to spend money, the more they will spend in total. The movements
of customers, products they look at and the ones they shun are tracked by the
retailer. Coupled with traditional and ethnographic market research in the home,
IKEA identifies problems and the solutions it could sell on, and crucially makes
the customer feel understood. Other strategies adopted by IKEA to drive
footfall include customisation workshops, enhancing personal interaction
with customers and creating a sense of community and, to some extent,
furnishing dependency. For members of the IKEA Family, in-store events are set
up to provide tips and enhance knowledge on furnishing techniques, and present

»
opportunities to recycle old and unused products.

No part @
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This report is priced GBP1,200 (131 pages, delivered as a PDF file).
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é ORDER ONLINE

Payment modes offered:
e By bank transfer

When checking out, please check ‘invoice’ as payment mode. We then send you
an invoice.

e By credit/debit card

Secure payment via Paypal. If you want to pay with your credit/debit card you

don't need a Paypal account, just use the appropriate option when landing on the
Paypal page after checking out.

@ RECEIVE YOUR REPORT BY EMAIL!

ResearchFarm Ltd Phone +44 (0)845 052 1168
Suite 12154 - 2nd Floor Email sales@researchfarm.co.uk

145-157 St. John Street Web www.researchfarm.co.uk
London EC1V 4PY (UK)



