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 WhataresomerisksandchallengesthatIKEAislikelytofaceasaresultofbasingitsminimum

payontheliving-wageformula,ratherthanjustlegalrequirementsandthemarketrate?

TheinitiativeofIKEACompanytoincreasewageshasriskassociatedwiththestrategy;thisis

becausetheywillbeprovidingjobsforfewerpeopleinsocietyduetotheincreaseinwageswheretheypay

higherratesthantheircompetitors.Duetotheincreaseinwages,thecompanywillbeforcedtopulldown

therevenuebecausetheyhavenointentionofraisingthepricesoftheircommoditiestothedeficitthe

problemsassociatedincreaseinwages.Incaseofanincreaseinpricesoftheproducts,thiswouldpushthe

customersawayfromthecompany.Thecompanypayingmoretotheemployeeswillgainthemacompetitive

advantagecomparedtocompetitorsintheirenvironment.Afallintheirprofitswouldresultfromlayingoff

someemployeesthatcouldleadtojoblessnessinthecommunity.Thetimeandlaborcostwillincrease

drastically,whichwillnegativelyaffectthecompany'soveralloperationalcost(Heery,etal2017).

 WhataresomerisksandchallengesthatIKEAislikelytofaceasaresultofbasingitsminimum

payontheliving-wageformula,ratherthanjustlegalrequirementsandthemarketrate?

Theminimumincreaseinwagesofthecompanyisconsistentwithitsvisionwhichitprojectsto

providegoodlivingstandardsfortheemployees.Aftertheprogram'simplementationandthecompanyrealizes

thatitsmakinglosses,thecompanywillbeobligedtocheckontheplacesthatarecausinglossesandembark

oncuttingbacksomeofthecoststhatarenotessentialtomakemoremoneyfromitsoperations.Fromthe

legalprovisiongivenbythelawofillegalizingcutoftheemployeewages,inmyopinion,iftheimplementation

oftheincreaseinlivingwagescouldleadtoacollapseofthecompany,thiscouldforcethemtocutthepay

fortheemployeestotheminimumrequiredratethatisstatedbythelegaljusticerequirement.Forthe

companytosustaintheincreaseinwagesoftheemployees,themanagementwillbeforcedtoincreasecost-

cuttingmeasuresinthecompanyoperation.
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