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Design is a strategic asset in the worldwide pricing war.

Ikea aims for good prices. Decathlon sticks to consumers’ needs, and profits by its mass-market. SEB relies on its brands and values.

Each one, in its own way, seeks to lower worldwide pricing pressure.

They all practice design for it is the best way to create their products, while keeping their prices low.

“Price as a major concern for design” was precisely the conference’s subject, held on the 8th of June, in Lyon, at IDRAC’ building. Challenged by pricing, it was an opportunity for groups such as Ikea, SEB and Decathlon, to present their designs and innovation strategies.

Nicolas Cortolezzis, Ikea*. “Price is second nature”

Designing clever and beautiful furniture, improving everyday life, within a good price range in order to be available for all. Such was Ikea’s funding principle, when founded in the 40’s. Over half a century later, the group still sticks to this philosophy.

Its furniture is sober, minimalist and stylized because designers are working at the same time on shape, function and price. According to Nicolas Cotolezzis, senior designer, the whole group is organized as to create quality products within good prices:

“Price is no obsession, it is second nature, we do not even speak about it anymore”.

Of course, designers are not constantly thinking about price when they develop a new product, but they constantly remember pricing specifications: it is part of their culture. It is part of their working habits.

First, they work hand in hand with purchasers, technicians, sales, and providers. For example, if ever they have any doubt about manufacturing costs or freight charges, they go straight to specialists to get information. For same reasons, they will not hesitate to question sales departments, e.g.: Would a customer agree to pay a 2 euros extra fee for such or such colour?

Second, Ikea’s designers‘ practice is constant anticipation. As soon as they start to draw sketches, they think about cheap packaging and freight solutions. For this reason, many pieces are flat packed.

“For example, to optimize freight on chairs, we designed removable seats and feet. Packaging must be as small as possible. We carry no air”. 

Ikea’s designers must also be skilled communicators, and adapt quickly to new situations: “As soon as they start to design something, they must share, negotiate and compromise”.

To better understand manufacturing specifications, designers often go and visit Ikea’s factories. They become aware of new machines, providers’ abilities and prices policy. 

New techniques present opportunities to lower manufacturing costs. For example, recycling unused raw materials.

According to Nicolas Cortolezzis, being experienced is essential to keep in control of price: when experienced, before any sketching, designers are able immediately to pick up the most suitable materials and processes to best match the Ikea’s managers price specifications.

Still, it is not always easy to design products that will be at the same time useful, attractive, easy to freight and assemble …and cheap!

Ikea’s designers are close to its Swedish creation centre: it consists of 800 people, manages 9500 items shared between 10 departments (kitchen, bathroom, etc.).

A 10-person ‘strategy & collection’ team seeks for new trends, sets new products’ types and colours. They also give guidelines, but final decision belongs to each specialized department that will have the responsibility to introduce new products.

Ikea fixes strong price specifications; yet, products managers are quite free to work it out their own way. This is another Ikea funding principle.

Ikea’s design department 

· 15 persons (10 designers+ 4 internships):
industrial designers, textile or furniture designers, with 80 free-lance designers (mostly former internships who know Ikea well) 

· Close relationships with schools from Lausanne, Warsaw, Lisbon, Munich, Tokyo…

· Designers are consultants to other’s Ikea departments.

· Teams are small but coherent: product manager, technician and designer

· They test their ideas on a large number of people

· Big technical resources: technical drawing & prototype office, textile-printing department, mechanical & chemical tests equipment, and so on…

*Ikea is 14,8 bn €, 90 000 people, 220 Sales points.

Jacques Alexandre (SEB*):

“Our brands and values are our winning cards”

A coffee-pot cheaper than a packet of cigarettes! Prices on a scale of 1 to 3. Too large a price range confuses the consumer.

The invasion of Asian products blows consumers’ head off and confuses distribution references. SEB, worldwide leader on small domestic household products, is affected by this invasion. So says Jacques Alexandre, Deputy Managing Director:

“When challengers’ products sales prices are cheaper than our manufacturing costs, we can not hold out anymore”.

The consumers mind is changing: “Rock-bottom price is not longer held in suspicion, as it used to be. Now, higher than average prices have become suspect.

Henceforth, this higher price now needs to be justified.

Our Group had to forget about some markets, offering very cheap products, but we didn’t give up the whole idea”.

“Companies with well known brand names still hold winning cards”.

Consumers seek for practicality; they agree to pay an extra fee for innovation, not for gadgets. It is ok with them to pay more money for a brand which presents genuine qualities and philosophy to them”.

To react to the increasing wave of cheap products, the company chose to rely on its 4 brand names (Tefal, Moulinex, Rowenta, Krups) and their well-known quality. So as to create quality awareness, each brand has its own guidelines, expressing their philosophy.

“Tefal products are clever and bring quality of life in the kitchen. Moulinex ones are practical, straightforward and easy-going. Rowenta is balance, serenity and quality of life. 

Considering our wild world-wide expansion context, we find that design is a strategic asset because it makes all the difference”.

“It’s a way to tell consumers about these values”

Within this perspective, designers are constantly seeking for new and clever ideas, so that their products will catch the consumers’ eye, and yet remain cheap.

“That’s why we created such ranges as Principio (Moulinex). The principle is to bring together under same design and brand qualities, a whole range of domestic household products for specific purposes (for example: toaster, coffee-pot, kettle).

Its success is mainly due to the designers, because they have been able to create modern, practical and cheap products, which are user-friendly and “must-have, on the basis of Moulinex emblematic products from the 70s. That’s why these products draw consumers’ attention”. 

To catch the consumers’ eye with clever ideas, the company continues to work on new concepts, with free-lance designers (2, 3 or 4 per brand, to whom the company remains faithful). 

SEB is concerned about the evolving market expectations, although it still benefits by its industrial size (its mass production is still among the biggest) :

“If ever consumers failed to recognize the differences between products, then the market would become stale” says Jacques Alexandre

*14 000 people world-wide, 2,5 bn €  turnover

Philippe Picaud (Decathlon*): “Design and cheap price are compatible”

Design awarded swimming goggles for …3 euros ! A clever and good looking Quechua tent incredibly cheaply priced became very successful.

In fact, Decathlon knows how to compromise good design and cheap prices. Decathlon acts naturally according to its funding principles, says Philippe Picaud, its design director: giving everyone (even if they are penniless) the possibility to practice sport. 

Since its creation in 1976, Decathlon’s products are designed to match their market. Its slogan has always been “proper quality at proper price”. Since Decathlon was created, it always favoured savings and limited as much as possible its expenses in order to benefit consumers.

True, it took them time to get used to design: In the 90s the company has no design department, but now, they could not do without one. It is now a strategic weapon, like innovation by function, mass production and price. They are clever at matching price and design to increase their sales, as Philippe Picaud puts it: “When we designed the 2 seconds Quechua tent, we decided that we would introduce it at an attractive price, so that most people could buy it”.

Well done! This strategy had a massive impact: 

“Consumers, even if not campers, created a huge demand for this product, sold for less than 50 euros”.

As a result, the market was doubled.

Decathlon keeps standardizing its components and colours so as to optimize its prices. By settling its design centres within places where people practice, or nearby sales points, they best answer their customers’ expectations. So, Quechua mountain sports equipments are designed in Savoie, Tribord sea products in Les Landes, near the Atlantic, and so on.

Designers (nearly 100), keep looking for information about new materials and assembly techniques. Sports people test their own designed products, and stick closely to reality.

For example, seaside product designers go sailing for months every year.

Willing to be professionnal, Decathlon works with champions of different sports: 

“As experts, they advise us how to design the best possible product”.

So Decathlon’s ongoing intention is to go with quality products with cheap price startegies. 

They even decided that they would design products with down market prices for every sport. Example: a surfing suit for 19 euros (made in France, for the mass market exists there).

*4 bn € turnover, 30 000 people, 360 shops in 14 countries.

