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Executive Summary

This report looked at why innovation is important within Ikea. To show this, and innovation opportunity has been discovered which in Ikea’s case it is the sustainability innovation, as it was the main focus of the company for a few years now. Innovation and Creativity were assessed, with a particular look into the stages of innovation, from Innovation Matrix and Types of Innovation, to Models of Innovation, which are the Open and Closed Innovation, the Innovation Process and the four P’s of Innovation. Finally, the essay focused on assessing the innovation using the Force Field Analysis, and finally it focused on leadership importence in innovation. Therefore, IKEA uses the Incremental type of innovation because they are constantly looking to improve their product, and the company currently uses the Open Innovation to make sustainable changes. In regard to the Innovation Process, IKEA has its own process called Demographic Design, in which every product is evaluated before being available to the customers. Ikea also implemented the four P’s of Innovation as the company is really careful with the products that they are creating so that that they are sustainable, they promoted to all the customers,  have developed the Demographic Design process and as for paradigm they are looking to change people's behaviour regarding sustainability. The Force Field Analysis showed that creativity is one of the biggest aids of being innovative at IKEA while the risks were represented by the costs and the customer behaviour which needs to be shaped in regards to sustainability. Finally, Ikea's leadership over the years was autocratic in the beginning with mainly usage of closed innovation, whereas nowadays IKEA has a laissez-faire leadership which implemented the Sustainability Innovation department. 
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1.0 [bookmark: _Toc122063462]Introduction 
Businesses all over the world are trying to come up with unique products or services in order to ensure profit while also satisfying their customer’s needs (Håkansson and Waluszewski, 2007). Therefore, as there are so many companies activating in same industries, sometimes the competitiveness can be very high as the customer might have multiple solutions for the same problem (Håkansson and Waluszewski, 2007). This is where innovation becomes important, because companies are looking to be as unique as possible so that their customers will only prefer them when they are in need (Ciabuschi, Dellestrand and Martín, 2011). By looking at the furniture industry, the first company that usually comes in mind is IKEA, because of its flexibility and affordability (Bortoluzzi, Chiarvesio and Tabacco, 2015). 
IKEA is a Swedish home furniture company that has been created in 1943 (IKEA, 2022). As of December 2022, IKEA has 458 stores in 64 countries around the globe (IKEA, 2022). Ikea's mission was to offer the best quality home furniture for the lowest prices so that people with different income can afford to live in comfort (IKEA, 2022). By looking at statistics about consumers’ preference in regards to home furniture, IKEA is by far the favourite company (Bortoluzzi, Chiarvesio and Tabacco, 2015). Consumers argue that behind their decision are reasons such as affordable prices, small level of complexity when building the furniture, flexibility to combine each piece of furniture with another as well as the well-known IKEA restaurant which has the famous Swedish meatballs at the most affordable price (Bortoluzzi, Chiarvesio and Tabacco, 2015). 
Creativity is the process of coming up with ideas, however it does not refer to their application (Benedek, Bruckdorfer and Jauk, 2019). Studies have shown that while creativity can lead an individual or a business to come up with multiple ideas, not all of them are viable or applicable (Benedek, Bruckdorfer and Jauk, 2019). Therefore, here intervenes innovation, which is the process of implementing an idea (Weiskopf, 2016). At the same time, innovation is split in multiple parts, which are essential to ensure that the idea has been implemented effectively and it is successful (Weiskopf, 2016). 

2.0 [bookmark: _Toc122063463]Main Findings
Within this part, the focus will be to assess innovation models, tools and techniques by critically evaluating them and then apply them to the Ikea’s innovation opportunity to arrive at the conclusion here IKEA has competitive advantage because of the innovation opportunity. 
2.1. [bookmark: _Toc122063464]Overview of the Innovation Opportunity
in the global context of care for the environment through sustainability actions, each company started to look at its own Impact over the environment and started to find ways to reduce their negative impact (Gallego-Álvarez, Lozano and Rodríguez-Rosa, 2019). While looking at Ikea’s concern over the environment (IKEA, 2022a), it has been revealed a surprising aspect. IKEA developed a separate department to look over sustainability which is known as the Sustainability Innovation Department (Champions Speakers, 2022). Within this department, the head of the department exposed that they are looking to find solutions for each of the existing problems and after the ideas have been gathered, they are starting to come up with processes of implementing those ideas so that IKEA can have the lowest negative impact over the environment that is possible (Champions Speakers, 2022). Furthermore, IKEA keeps people informed of their progress through annual report, which shows exactly how they innovate and what the outcome of their sustainability innovation. Magyar acknowledged in 2018 that IKEA’s sustainability innovation is an example that must be taking by each company. within the sustainability innovation, the same source revealed that perhaps the most innovative approach at IKEA has been the implementation of the no waste policy in which every resource is recycled all over again (IKEA, 2022b). 
2.2. [bookmark: _Toc122063465]Type of Innovation
PROBLEM DEFINITION
DOMAIN DEFINITION
NEW
NEW
EXISTING
EXISTING
Architectural
Innovation
Radical
Innovation
Incremental
Innovation
Disruptive
Innovation





The Innovation Matrix is a tool invented by Davila (2012) with the purpose of providing guidance for companies in regard to the best way of action to become innovative. This tool also provides guidance on four types of Innovation, where each type is appropriate in certain situations (Davila, 2012). The Architectural Innovation is the type of innovation that is built in time and becomes a staple on the market (Zehir, Karaka and Basar, 2018). The Incremental Innovation is the continuous improvement of the existing products to make them last longer on the market and be adapted to the current trends (Zehir, Karaka and Basar, 2018). The Radical Innovation is considered when a new product or service revolutionizes an existing market (Zehir, Karaka and Basar, 2018). Finally, the Disruptive Innovation is characterised by new products or services that create a new market (Zehir, Karaka and Basar, 2018). Researchers argue that while the Innovation Matrix is a very effective tool to use for companies to determine which type of Innovation they want to adopt based on their business’ values and ideas, the companies must use this Matrix well because if they fail at identifying a type of innovation that is suitable for them, then they will fail to implement it accordingly (Zehir, Karaka and Basar, 2018). 
Based on the fact that Ikea through sustainability innovation is looking to improve the way the company operates to decrease the level of negative impact that the company is having over the planet, it means that they are looking to improve an existing process (van den Bijgaart, 2017). Therefore, the type of innovation that Ikea is using is the Incremental Innovation, as the company is continuously improving their existing products and operations (van den Bijgaart, 2017). 
2.3. [bookmark: _Toc122063466]The Creative Thinking Process
The Creative Thinking process happens when a company is looking for ways to improve (Sitorus and Masrayati, 2016). To come up with the best innovative idea, the company must conduct in-depth research over the needs of their target market or the market trend, then brainstorm to find ways of satisfying those needs (Sitorus and Masrayati, 2016). Ikea shared the creative process behind some of their products, but by looking at the innovation opportunity which is sustainability, the main example is represented by the Led Bulbs and how did Ikea managed to make them affordable (IKEA, 2012). As Ikea was looking at ways to decrease their energy consumption, the company decided in 2012 to stop selling other sources of light apart from LED (IKEA, 2012). The reason behind that was that Ikea wanted to give everyone the possibility to make sustainable choices (IKEA, 2012). However, making LED bulbs affordable as well was a challenge for the company (IKEA, 2012). The team described that the creative process to make the LED bulbs affordable made them ask all kinds of questions and tried to find answers however none of them was enough to make the retail price one euro (IKEA, 2012). Therefore, they recognised that they need to change their thinking as they were only following a traditional way of thinking but they needed to think outside the box. After the team started to be creative, they were able to create the perfect way of manufacturing the LED bulb so that they can sell it at one euro (IKEA, 2012). 

2.4. [bookmark: _Toc122063467]Models of Innovation
2.4.1. [bookmark: _Toc122063468]Open and Closed Innovation
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Open and Closed model of innovation refers to the main source of innovation in a company (Aylen, 2009). Closed Innovation represents the internal source of an idea, which is not influenced by any external factors (Aylen, 2009). On the contrary, the Open Innovation means that the idea came from external sources and it has been developed internally (Aylen, 2009). The Closed Innovation used to be the most used in the past, especially when people used to innovate and come up with products or services that people did not even know that they needed (Saunders and Radicic, 2022). However, now these because the markets fully saturated of different companies, people are starting to choose companies that can offer them exactly what they want, so therefore for a company to be successful, it needs to take into consideration the customer needs by using the Open Innovation (Saunders and Radicic, 2022). 
Within the innovation opportunity of IKEA which is the sustainable innovation, the company used external factors to identify the need of becoming a sustainable brand. For example, IKEA has been influenced by International Studies regarding the limited resources of earth, and also the fact that more governments engaged in the creation of the Sustainable Development Goals. IKEA tried to find the best solutions to adhere today's sustainable development goals.
2.4.2. [bookmark: _Toc122063469]The Innovation Process
The innovation process represents all the steps that the company does in order to implement a creative idea effectively (Tidd and Bessant, 2018). The Innovation Process must be planned very well in order to ensure that the implementation will take place (Tidd and Bessant, 2018). At the same time, businesses need to be able to constantly monitor the innovation process to ensure that each step is going accordingly to plan and also that there are no disruptions (Tidd and Bessant, 2018). Tidd and Bessant identified in 2018 for stages of the innovation process. The first stage is to recognise the opportunity, and this is usually characterised by identifying the customers’ needs. The next stage is about finding the resources, and here can be anywhere from human resources to financials. Next, another stage is developing the idea and this could be linked very well today creative process, in which not only deal mean idea is being identified but also there is a research for ways to implement it. Finally, the last stage of the innovation process is to capture the value and here brands must be a very cautious to ensure that whatever it is that they're coming up with matches the brand's identity and it stays true to their values. 
Ikea has its own innovation process, which is called ‘Democratic Design’ which has 5 stages: function, form, quality, sustainability and low price and it is the process used for every new product launched (IKEA, 2021). Each of Ikea’s product has been through this innovation process in order to ensure that all five steps are achieved and therefore the product is true to Ikea’s values (IKEA, 2021). 
2.4.3. [bookmark: _Toc122063470]4P’s to Innovation
The four P’s to innovation or the innovation makes is a tool used by companies to help them understand how they can be innovative by looking at product, process, position and paradigm (Bessant and Tidd, 2015). Based on these four criteria, companies can determine what to do so that their creative idea to be applied accordingly with maximum results (Bessant and Tidd, 2015). The product criteria refer to what the business will put on the market (Bessant and Tidd, 2015). The position criteria is represented by the target market (Bessant and Tidd, 2015). The process must be innovative as well and it is usually the innovation process which must be included within this part (Bessant and Tidd, 2015). Finally, the paradigm refers to the companies’ ability to frame the product for its abilities or benefit (Bessant and Tidd, 2015). Specialists argue that the four piece must be very well understood in detail so that the company can properly understand what they must follow in terms of process and innovation if these are not detailed accordingly there is a high chance for the innovation to fail (Bessant and Tidd, 2015). 
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Ikea’s innovation opportunity go through all four P’s (Clifford, 2019). IKEA offers multiple products that are sustainable, made from recycled materials and have the best possible price on the market (Clifford, 2019). IKEA positioned its products towards people from all categories because everyone needs to have furniture and IKEA provided solutions for every taste and every financial situation (Clifford, 2019). IKEA process is tool that checks that each product is compliant with their internal innovation process called Demographic Design (IKEA, 2021). As for paradigm, IKEA wanted to give people confidence in the brand and also tried to make them engage in making sustainable choices (Clifford, 2019). 
2.5. [bookmark: _Toc122063471]Assessment of the Effectiveness
There is a main tool that is used to assess the effectiveness of the innovation, and this is Lewin’s Force Field Analysis (Bozak, 2003). This framework helps companies identify aids and barriers of their innovation opportunity (Bozak, 2003). While researchers are saying that this is a very effective tool (Bozak, 2003), others argue that this tool is only effective if companies correctly identify all the factors and also if they do utilise the aids to get rid of the barriers (Rodtook and Makhanov, 2010).
The major aid of IKEA’s sustainability innovation has been the team, because they were very focused on creating sustainable products, the creativity, because the people were trying to think outside of the box to find the best solutions, the overall global concern for sustainability which increase the awareness about the importance of sustainability and opened a door for IKEA to become even more creative (IKEA, 2012). 
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2.5.1 [bookmark: _Toc122063472]Barriers and Risks
Even though there are major aids, the company also faced some barriers and risks. The main risk was the customer attitude in regard to sustainability, because IKEA believed that customers might choose to buy product that are not as sustainable because they are cheaper (Yurt and Deniz, 2021). Therefore, IKEA had to come up with the cheapest solution available to change customer behaviour, which has been an immense challenge (Yurt and Deniz, 2021). At the same time, to come up with sustainable solutions and innovation can be costly and it can take a lot of time, so IKEA had to act very fast and had to find solutions in unreasonable timeframes (Yurt and Deniz, 2021). 
2.6. [bookmark: _Toc122063473]Leadership and management
Specialists argue that leadership is very important in innovation, especially in companies where the leader must approve any new product or technique (Randall, 2011). However, researchers have identified that how leaders are perceiving innovation is determined by the leadership style utilised (Randall, 2011). Therefore, as there are four main leadership styles, each of the perceives innovation differently (Randall, 2011). An autocratic leader will not accept any idea from the employees and innovation will mainly come from the leader, and this makes that the autocratic leader to be focused more on the closed innovation (Randall, 2011). The participative leader is taking opinions from everyone and he encourages creativity within the team and therefore he will mainly use the open innovation (Randall, 2011). At the same time, the laissez-faire leader is letting the employees decide on innovation, so in this case both open and closed innovation could be used based on employees decision (Randall, 2011). Finally, the transformation a leader is the one that is looking to transform behaviours, so it will mainly use the open innovation in order to create new products or techniques (Randall, 2011). 
IKEA had two main leadership styles over the years that impacted its innovation. Firstly, Ikea’s founder adopted an autocratic leadership and all he is ideas were innovative and put IKEA on the map of home furniture businesses (Yuan, Wang and Yuan, 2016). The new leader of the group changed how things were previously done in the company as he adopted a laissez-faire leadership (Yuan, Wang and Yuan, 2016). To deal with the sustainability innovation, the new leader created a special department, where people from that department will exclusively focus on making sustainable innovations (Yuan, Wang and Yuan, 2016). 
3.0 [bookmark: _Toc122063474]Conclusion
In conclusion, Ikea showed that innovation is at the base of every product or service that the company is offering. The company takes innovation very seriously and it successfully applies all models of innovation. The company is always transparent about the creative thinking process behind Ikea’s innovation. At the same time, Ikea is also transparent about their innovation process which is the demographic design. Ikea is also focusing on creativity to deal with the main risks which  are  price as well as customer behaviour. Therefore, innovation is a huge part of Ikea’s identity. 
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