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[bookmark: _Toc237425322]1. Introduction
This report analyses the strategic position of IKEA UK and gives recommendations on how it can enhance its long term competitive advantage in the UK furniture retail market. Developed with the viewpoint of a strategic management consultant, the report critically analyses the external and internal environments of IKEA UK through the well-known strategic management models. It also evaluates corporate social responsibility activities of the organisation, performance of its operations and its strategic decisions and then presents an evidence based strategy and implementation plan to help in the long term organisational prosperity, competition and sustainability.
[bookmark: _Toc237425323]2. Organisational context and overview
[bookmark: _Toc237425324]2.1 Company background
IKEA was established in 1943 in Sweden by Ingvar Kamprad, and is one of the largest home furnishing retailers in the world today, with a reputation of providing affordable, practical and sustainable furniture (IKEA, 2025). IKEA has been a newcomer in the UK since 1987 and has developed a good presence both in brick and mortar and online. As the branch of Ingka Group, IKEA UK is still measuring its omnichannel strategy growth as well as fostering customer value, innovation, and environmental sustainability.
[bookmark: _Toc237425325]2.2 Mission and vision
The vision of IKEA is “to create a better everyday life for the many people”. The business concept, oftentimes known as the mission, is “to offer a wide range of well-designed, functional home furnishing products at prices so low that as many people as possible will be able to afford them” (IKEA, 2026b).
[bookmark: _Toc237425326]2.3 Business model
IKEA UK has a cost leadership business model based on provision of home furnishing products of good design, functionality and sustainability at reduced prices (IKEA, 2025a). The firm also derives value by allowing it to achieve large scale purchases, flat packs product design, self service retailing, as well as effective global supply chain management, all of which lead to low operational costs. Its omnichannel strategy incorporates physical stores, online shopping, click and collect services, and home delivery which further increases customer convenience, and it helps to sustain long term profitability and competitive edge in the UK market (Han, 2022).
[bookmark: _Toc237425327]2.4 UK furniture retail industry
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Figure 1: Annual expenditure on furniture and furnishings in the United Kingdom
(Source: Statista, 2026)
The UK furniture retail market is among the largest home appliance markets in Europe which is fuelled by high consumer demand for affordable, sustainable, digitally accessible, home furnishings. The UK household spending on furniture and furnishing demand had reached about 20.4 billion pounds in 2025 which was a recovery to 19.8 billion pounds in 2024 (Statista, 2026). Achieving this, the development of e-commerce and omnichannel retailing has increased competition in the market between leading retailers, such as IKEA, Dunelm, Wayfair, and John Lewis, which contributes to the ongoing innovation and customer-driven business strategies.
[bookmark: _Toc237425328]2.5 Major competitors
IKEA UK is a range within a very competitive furniture retail market and shares the market with some of the established retailers, including Dunelm, Wayfair UK, John Lewis, Argos, and B&Q with reported revenues of annually 1.71 billion and annual sales of retail stores around 4.93 billion, respectively (Globenewswire.com, 2022). Competitors can be differentiated by offering a variety of products, by omnichannel services, offering high-end products, and outstanding customer experience, necessitating IKEA UK to always solidify its cost leadership, innovation and sustainability practices (Kencebay and Ertugan, 2025).
[bookmark: _Toc237425329]2.6 Market position
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Figure 2: Market position of IKEA
(Self-developed)
The perceptual map shows that IKEA UK has a good position in the market with a capability to balance between price and perceived value adequately. Also, unlike the quality products offered at a higher cost by higher-end retailers like John Lewis, IKEA offers effective and fashionable products at affordable costs. IKEA has better quality perceptions as compared to Argos and B&Q and its value positioning is also better as compared to Wayfair. This unique market positioning enhances the customer loyalty, brand equity and sustainable competitive advantage in the furniture retail market of the UK.
[bookmark: _Toc237425330]3. External and Internal Strategic Analysis
[bookmark: _Toc237425331]3.1 External Environment (PESTEL)
	Factors
	Description
	Impact

	Political
	The UK Government has committed to achieving Net Zero emissions by 2050, encouraging businesses to adopt renewable energy, sustainable sourcing, and circular economy practices. IKEA UK's climate positive strategy aligns closely with these national environmental policies, strengthening its sustainability leadership (Gov.uk, 2025; Ikea, 2024)
	Opportunity

	Economic
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Figure 3: CPIH and CPI annual inflation rates rose for the first time since July 2025
(Source: Ons.gov.uk, 2026) 
The UK continues to face inflationary pressures, with the Consumer Prices Index (CPIH) increasing by 3.6% in December 2025. Rising living costs reduce consumers' disposable income and discourage expenditure on discretionary products such as furniture, while simultaneously increasing retailers' operating costs (Ons.gov.uk, 2026).
	Threat

	Social
	Consumer demand for sustainable home furnishings continues to increase as environmental awareness grows. Additionally, UK household expenditure on furniture and furnishings reached approximately £20.4 billion in 2025, demonstrating continued market demand for affordable and sustainable furniture solutions despite economic challenges (Statista, 2026).
	Opportunity

	Technological
	Digital transformation continues to reshape UK retailing. Recent research indicates that 20% of UK consumers now begin product searches using AI platforms, while 87% consider AI generated recommendations helpful. These trends create opportunities for IKEA UK to strengthen its omnichannel strategy through artificial intelligence, data analytics, and digital personalisation (Cawley, 2026)
	Opportunity

	Environmental
	Increasing regulatory pressure and stakeholder expectations require retailers to reduce carbon emissions, minimise waste, and improve recycling throughout their supply chains. Failure to meet sustainability commitments may increase compliance costs and damage corporate reputation in an environmentally conscious market (Gov.uk, 2025).
	Threat

	Legal
	The Data (Use and Access) Act 2025 introduced further changes to UK data protection legislation alongside the UK GDPR, requiring retailers to strengthen customer data governance and privacy compliance. Non compliance may result in regulatory penalties, financial losses, and reputational damage (Gov.uk, 2025).
	Threat


Table 1: PESTLE analysis
(Self-developed)
The PESTLE study demonstrates that IKEA UK has a dynamic external environment, with sustainability and digital transformation being the most potential development drivers and economic uncertainties and regulatory demands being challenges. Politically, the UK aim of Net Zero by 2050 is sustainable, and renewable energy investments and circular economy regulations may help IKEA compete. Social trends may also help this possibility since the UK home furnishing sector is strong due to rising customer demand for eco-friendly items and yearly expenditure of 20.4 billion.
In contrast, 3.6% inflation reduces consumer buying power, makes them price sensitive, and raises operating expenses. IKEA's cost leadership approach has helped company manage these constraints, but economic unpredictability may restrict its profitability. Technological advances like artificial intelligence and omnichannel shopping may improve operational efficiency and consumer experiences. IKEA's failure to invest in digital innovation might hurt them if competitors adopt technology quicker. The need to invest in compliance, sustainable sourcing, and governance systems is growing as UK environmental and data protection laws tighten. As long as IKEA UK relies on its sustainability leadership, digital capacities, and operational performance and adapts to economic and regulatory changes, its external environment is favourable.
[bookmark: _Toc237425332]3.2 Internal Analysis (VRIO)
[image: ]
Figure 4: VRIO analysis
(Self-developed)
The VRIO model determines the sustainability of competitive advantage of the resources and capabilities of IKEA UK by considering their value, rarity, imitability and organisational support. The IKEA brand is one of the strongest strategic assets of the company at the global level (IKEA, 2026a). The corporation has continuously been listed in the list of the most valuable retail brands in the world, which has boosted the customer trust and loyalty. The advantage of this resource is in the fact that it mirrors the clientele that grows to be loyal, and it helps to gain market share, whereas the fact that it is difficult to copy as the reputation is good and the brand is developed over decades makes competitors hard to follow. IKEA is well structured to capitalise on this resource by creating integrated marketing and continuous customer experiences which have led to an end-lasting competitive advantage (Zhou, 2024).
A personal ability is also an efficient global supply chain of IKEA. Long term deals with suppliers, flat pack product design and large scale procurements help the firm to realise high cost efficiencies, without compromising their product quality (Mahdavi and Olsen, 2017). These competences facilitate the IKEA cost leadership strategy, by lowering transportation, warehousing and production expenses. Despite the fact that competitors can co-opt, this is difficult and will incur huge investment, experience, and economies of scale to match IKEA in terms of integrating its global supply chain network.
IKEA UK is also well placed in its strategy in terms of innovation and sustainability. The organisation has invested hugely into renewable energy, circular economy, recycled materials, and digital retail technologies, such as artificial intelligence and omnichannel services (IKEA, 2025b). These resources generate customer value through enhancing efficiency in operations and aiding consumption that is nature friendly. Nevertheless, sustainability practices are becoming more popular throughout the furniture retail market and making them less rare but still valuable (Ogunmola and Kumar, 2024). Other good internal capabilities are human resources and organisational culture. The customer centred philosophy, employee development programme and collaborative culture at IKEA encourages innovation and operational excellence to continue (IKEA, 2026b). Such intangible resources are inherent in the organisation and are not easy to imitate creating further competitive advantages.
However, some internal resources are only competitive parity. Digital technologies, such as e-commerce platforms and mobile apps, are useful and became popular, but now are covering the entire retail sector (Wilson, Johnson and Brown, 2024). Other competitors like Dunelm, Wayfair, and John Lewis have built similar digital capabilities, diminishing their uniqueness. In general, the VRIO analysis shows that the brand image, integrated supply chain, organisational culture, and operational effectiveness of IKEA UK meet all four VRIO requirements that bring sustainability and competitive advantages. On the other hand, digital capabilities and sustainability programs only produce short-lived benefits as they get more prevalent in the UK furniture retail sector (Wulf et al., 2024).
[bookmark: _Toc237425333]3.3 SWOT Analysis
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Figure 5: SWOT analysis
(Self-developed)
The SWOT analysis incorporates the results of the external and internal analyses to assess the overall position of IKEA UK in the business in the UK furniture retail market. Global recognition of its brand, efficient supply chain, cost leadership strategy, and sustainability are the greatest strengths of the company. The resources will help IKEA UK offer quality, practical products at a low cost and still remain efficient in its operations. Additionally, customer satisfaction and long term competitiveness is enhanced by its well-established omnichannel retailing mode and sustained commitment to innovation (Rahman et al., 2025).
Although these are the strengths, IKEA UK has a number of internal weaknesses. It is highly dependent on international sourcing causing it to be vulnerable to disruptions in the supply chain, geopolitical animosity and volatile transportation expenses (Ha, Lee and Kim, 2025). Regardless of the effectiveness of the self assembly business model in terms of minimizing operational costs, it might not meet the demands of every type of customer, such as consumers who want fully assembled furniture or high-end services highly personalized. Additionally, its product designs might be too standardised to deal with the highly customised preferences of consumers.
There are many external environment opportunities to grow upon. The growth in consumer sensitivity to sustainability, the rise of the online retail business, and demand for inexpensive home furnishing products are all part of good market conditions in favour of IKEA UK (Sin et al., 2021). Further enhancement of customer engagement, operational efficiency, and environmental performance can be achieved through further investment in artificial intelligence, data analytics, and circular economy efforts. Also, the opportunities to enter the new consumer groups in the United Kingdom are available because of smaller urban store forms and better online services.
In its turn, there are a number of external threats, the strategic approach to which should be closely considered. The ongoing inflation and increased cost of living is further weighing down on discretionary spending by consumers, adding to the price war within the furniture retail sector (McKinsey & Company, 2020). Key competitors like Dunelm, Wayfair, John Lewis, and Argos are constantly advancing their digital operations, merchandise and customer experience. In addition, more rigid environment protocols, changing data protection laws, and supply chain risk can be an addition to compliance and operational expenses.
Altogether, the SWOT analysis shows that IKEA UK has major strategic strengths more than the weaknesses. The organisation is in a good position to leverage the new sustainability and digital transformation opportunities and reduce the external risks with the help of its effective operations, a good brand image, and constant innovation. However, the ability to stay competitive will be demanding long-term investment in technology, supply chain resiliency, customer experience, and environmental friendly business activities as a solution to the fast changing UK retail business environment.
[bookmark: _Toc237425334]4. Comprehensive and holistic evaluation
[bookmark: _Toc237425335]4.1 Corporate social responsibility
Corporate Social Responsibility (CSR) is also incorporated in the corporate strategy of the IKEA UK company, and this shows how the company is determined to generate value on customers, society and the environment in the long term. In its People and Planet Positive strategy, IKEA is aiming at becoming climate neutral, engaging in circular business, responsible sourcing, and better affordability, and increasing social wellbeing (IKEA, 2024). As an example, IKEA has a long-term goal of being climate positive by 2030 and making less greenhouse gas emissions, through investments in renewable energy and sustainable materials, as well as energy efficient operations. These endeavours enhance the reputation of the company as a sustainability leader as well as fueling the growing consumer interest in green products.
Cost leadership, customer happiness, and long-term development business goals show IKEA's CSR approach. Renewable energy, waste reduction, and resource efficiency investments reduce the operation costs in the long run and contribute to its low pricing policy (Yang, Zhou and Gao, 2025). Due to environmental awareness, buy back schemes, recycling facilities, and green product lines help retain customers (Mahalakshmi et al., 2024). Supply chain resilience and risk service may also be assessed via ethical sourcing standards and supplier partnerships that help in strengthening the competitive edge of IKEA UK.
Although they have these characteristics, there are a number of difficulties. Climate-positive operation in a multidimensional global supply chain requires continual financial investment and supplier compliance, which may increase short-term operating costs (Runtuk, Ng and Ooi, 2024). Moreover, Das et al. (2025) suggest that a high volume consumption strategy like IKEA might be contradictory with the larger sustainability objective even while large-scale activity is performed to build a circular economy. Nevertheless, it is necessary to remain transparent and have quantifiable environmental reporting and ongoing innovation to prevent greenwashing (Sneideriene and Legenzova, 2025). In general, the CSR strategy of IKEA UK displays strong strategic alignment it has with its business and corporate objectives as it enhances the performance in all four strategic areas: environmental performance, operational efficiency, customer trust, and competitive advantage. Its holistic strategy places the organization at a strategic position to record sustainable growth as well as being responsive to the emerging stakeholder demands and regulatory provisions.
[bookmark: _Toc237425336]4.2 Balanced scorecard
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Figure 6: Balance score card
(Self-developed)
The Balanced Scorecard (BSC) created by Kaplan and Norton (1992) offers an in-depth template on how to transform organisational strategy into align able performance results by incorporating financial and non-financial measurements (Madsen, 2025). The Balanced Scorecard, unlike conventional performance measurement systems, which only majorly look at the performance of organisations in terms of financial performance, looks at organisational performance in four aspects linked together namely Financial, Customer, Internal Business Processes, and Learning and Growth. In the case of IKEA UK, Balanced Scorecard helps the company to achieve its vision of creating a better everyday life for the many people by focusing its operation processes with its strategic focus on affordability, sustainability, innovation and customer value.
In terms of Finances, the key goal of IKEA UK is to have sustainable growth in revenues but continue to focus on its cost leadership strategy (IKEA, 2024a). Some of the key performance indicators (KPIs) are annual revenue growth, operating profit margin, inventory turnover and cost reduction achieved due to efficiency in operations. The right targets would be to boost the sales per year, enhance profit margins and the logistic cost reduction by optimising the supply chain. Smart projects like renewable power investments, work automation, the flat pack product design, and digitalization are great moves towards a reduction of costs and increase in the profitability in the long term (IKEA, 2024b).
Customer perspective aims at reinforcing customer satisfaction, loyalty and the market share (Pereira et al., 2025). IKEA focuses on offering low-priced home furnishing solutions of high quality and sustainable with smooth experiences at its omnichannel. Customer satisfaction (60%), Net Promoter Score (22) and repeat purchase rates, online to be converted and market share are relevant KPIs (Ey.com, 2024; Comparably.com, 2024). Some of the strategic initiatives would be the growth of click and collect, developing digital shopping platforms, product availability, and overall making more sustainable products to enhance customer relationship and brand loyalty.
The Internal Business Processes lens evaluates IKEA UK's value chain activities. The company prioritises procurement, inventories, product development, supply chain resilience, and circular economy. These KPIs include order fulfilment, inventory accuracy, delivery lead times, carbon emissions, and waste minimisation. Targets include improving supply chain efficiency, using more recycled materials, reducing operational waste, and improving delivery (Waqar et al., 2025). Continuous investment in AI, warehouse automation, and sustainable sourcing supports these operational aims.
Finally, the Learning and Growth viewpoint emphasises human capital, organisational culture, and innovative skills. IKEA UK promotes employee engagement, diversity, digital skills, and leadership development for long-term competitiveness (IKEA, 2026a). The KPIs include employee engagement, staff retention, individual training hours, innovation adoption, and digital capacity development. Continuous staff training, leadership development, digital skill development, and workplace inclusivity foster cooperation and creativity.
In general, the Balanced Scorecard matches IKEA UK's purpose, strategic goals, and operational performance. The framework will enable IKEA UK assess its strategic performance holistically and maintain a sustained competitive edge in the ever-changing UK furniture retail market via financial discipline, customer value, operational excellence, and continual organisational learning.
[bookmark: _Toc237425337]5. Strategic choices and implementation
[bookmark: _Toc237425338]5.1 Current business level strategy
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Figure 7: Porter’s generic forces to determine IKEA’s current business level strategy
(Self-developed)
The current level of strategy of business of IKEA UK can be best described using the Cost Leadership Strategic pathway of Porter. The company also attains competitive advantage by providing competent well designed, functional, and sustainable products in terms of home furnishings at affordable prices (Ludmir, 2023). The flat pack product design, efficient global sourcing, large scale procurement, and highly optimised supply chain operations, enabling IKEA to minimise production and distribution costs. At the same time, the company values itself by means of Scandinavian design, sustainability and omnichannel retailing (Lagin et al., 2022). Therefore, IKEA UK has achieved cost efficiency and customer value in a way that enhances the market share, profitability and the long term competitive advantage.
[bookmark: _Toc237425339]5.2 Industry competitiveness
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Figure 8: Porter’s five forces to determine industry competitiveness
(Self-developed)
Porter's Five Forces show that the UK furniture retail sector is typified by a high level of competitive rivalry based on the position of developed contenders, which include Dunelm, Wayfair, John Lewis, Argos, and B&Q. Buyer bargaining power is high as customers can easily compare prices and move across retailers (Matsumoto, Kamai and Kanazawa, 2024). Supplier power is average because of the large global sourcing network and long term supplier relationship of IKEA (Sharma et al., 2026). The threat of substitutes is moderate, customers can either opt to take second hand furniture or tailor-made products. The risk of entry is comparatively low since much capital investment and brand recognition as well as economies of scale provide barriers that are profound enough to prevent any other company that might be looking to join the industry to create any impact that IKEA UK can counter (Karagkouni and Dimitriou, 2025).
[bookmark: _Toc237425340]5.3 Strategic growth options through Ansoff’s matrix
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Figure 9: Ansoff’s matrix to determine strategic growth option
(Self-developed)
The Matrix of Ansoff highlights four strategic development options to IKEA UK market penetration, market development, product development, and diversification. The UK market is already established, and thus has the possibility to boost sales with the help of greater online marketing, loyalty systems and omnichannel services (Febriani, Sopha and Wibisono, 2025). Market growth presents a chance to make smaller city outlets and pick-up sites to serve undervalued areas. The best strategy to adopt is product development since it will introduce innovative, modular and sustainable furniture, which will be responsive to evolving consumer preference and strengthen the sustainability agenda at IKEA (Mengistu et al., 2024). Diversification to unrelated markets on the other hand would also carry significant investment and strategic risk (Kwon, Bae and Liu, 2025). Thus, the most adequate strategic fit is the product development, which is supported by selective market penetration initiatives, as such they will help IKEA UK to enhance its competitive advantage, customer value, and long term growth.
[bookmark: _Toc237425341]5.4 Strategic recommendation
As per the above analyses, Product Development is advised as the best growth strategy to apply to IKEA UK. The company is supposed to diversify their innovative, modular, and sustainable home furnishing products besides incorporating digital technologies like artificial intelligence-induced personalisation and virtual reality shopping experience. The strategy follows the mission of IKEA of offering cheap and practical products and addressing the rising demand of consumers due to their sustainability and smart living solutions. Through the ability to strengthen product innovation in addition to its proven cost leadership plan, IKEA UK can strengthen customer value, market share, brand differentiation and attain sustainable long run competitive advantage in the UK furniture retail sector (Rodrigues and Brandão, 2020).
[bookmark: _Toc237425342]5.5 SAFe evaluation
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Figure 10: SAFe framework to evaluate strategic options
(Self-developed)
The SAFe framework supports the proposed Product Development strategy. Regarding Suitability, it deals with growing consumer demand on sustainable, innovative and smart home furnishing product lines and react to the competitive pressures in the UK market. With regards to Acceptability, the strategy is likely to enhance customer satisfaction, brand loyalty, and increase long term revenue growth though it will cost a lot in terms of research and product innovation (Wang et al., 2024). Feasibility-wise, IKEA UK has the financial capabilities, global procurement chain, solid brand image, digital capabilities, and innovation capabilities to build the strategy and maintain a competitive edge.
[bookmark: _Toc237425343]5.6 Strategy implementation
The recommended Product Development strategy can only be successfully implemented through a structured, and a staged approach. The first step IKEA UK needs to take is to invest in research and development to develop novel, modular, and sustainable furniture products that will meet the evolving consumer preferences (Muhammad Suandi et al., 2022). At the same time, the company needs to become more digital by incorporating artificial intelligence-based personalisation, augmented reality online shopping, and enhanced data analytics into its platform into the omnichannel (Jasim, Puthineedi and Jha, 2026). Partnership with suppliers is the key to use more recycled and renewable materials and to remain cost-effective and quality products. Training programmes should also be initiated by the organisation to increase digital skills and help bring change to the organisation (Guerra, Danvila-del-Valle and Méndez Suárez, 2023). Moreover, the delivery of sustainable products and improvement of interactions with customers should be promoted with the help of targeted marketing campaigns. Key performance indicators such as the growth in sales, customer satisfaction, market share, success rate of innovations, and sustainability performance should be constantly tracked (Oliveira, Belitski and Perez-Vega, 2025). This gradual adoption will reduce the level of disruption in operations and will help create sustainable business development and long term competitive advantage.
[bookmark: _Toc237425344]5.7 Risks
	Risk ID
	Risk Description
	Category
	Likelihood
	Impact
	Risk Rating
	Risk Owner

	R1
	High research and development costs may reduce short term profitability during new product development.
	Financial
	Medium
	High
	High
	Finance Director

	R2
	Delays in sourcing sustainable raw materials may disrupt production schedules and product availability.
	Supply Chain
	Medium
	High
	High
	Supply Chain Manager

	R3
	Customers may demonstrate limited acceptance of newly developed sustainable or modular furniture products.
	Market
	Medium
	Medium
	Medium
	Marketing Director

	R4
	Implementation of artificial intelligence and digital technologies may increase cybersecurity and data privacy risks.
	Technology
	Medium
	High
	High
	IT Director

	R5
	Employee resistance to organisational change and new technologies may delay successful implementation.
	Human Resources
	Low
	Medium
	Medium
	HR Director

	R6
	Strong competitive responses from retailers such as Dunelm, Wayfair, and John Lewis may reduce the effectiveness of the recommended strategy.
	Strategic
	High
	Medium
	High
	Chief Executive Officer


Table 2: Risk register
(Self-developed)
Risk mitigation should be effectively implemented by active planning, constant monitoring, and teamwork among the stakeholders during the implementation of the strategy. IKEA UK needs to embrace a gradual investment that will help reduce financial risk and maximise supplier diversification to promote resilience in the supply chain (Yan et al., 2023). Extensive employee training and change management programmes will also help in successful adoption of new technologies and processes (Handrich and Otterbach, 2024). Online protection and adherence to UK GDPR must be embedded with strong cybersecurity. Moreover, the risks of customer acceptance will be minimized through the constant market research and pilot product releases, and actionable competitor analysis and performance monitoring will allow making strategic adjustments in time (Alghamdi and Agag, 2024). All these measures will help to reduce the risks of implementation and contribute to sustainable organisational performance.
[bookmark: _Toc237425345]6. Reflection
Description: This evaluation demanded a thorough strategic analysis of IKEA UK using the recognised strategic management theories and models to examine the competitiveness of the organisation and give a suitable business strategy. The process entailed a thorough research on the activities by studying academic journals, company reports, industry publications and market statistics to explore the external environment, internal capabilities, corporate social responsibility activities, operational performance and strategic options IKEA UK. A variety of frameworks such as PESTLE, VRIO, SWOT, Balanced Scorecard, Porters Five Forces, Porters Generic Strategy, Ansoffs Matrix and SAFE were utilized to come up with evidence based strategic recommendations backed by theoretical concepts.
Feelings: Initially in the assessment, I was challenged by the need to combine different strategic management models into a business analysis. One of the issues I was worried about at the start of the process was the choice of the best strategic recommendation to make and still maintain all the models of analysis. However, the further I went with the research, the more I was convinced that I could use strategic management theories and critically analyse the organisational performance. The assignment has boosted my abilities and mine in deciphering business data and offering viable strategic suggestions backed with scholarly evidence.
Evaluation: The methodical gathering of information based on credible scholarly resources and industry experts was one of the best features of my approach prior to conducting the analysis. This helped me to come up with evidence based arguments backed by the existing market statistics and theoretical bases. Moreover, the application of several strategic frameworks enabled me to analyze IKEA UK in various aspects instead of using one tool of analysis. However, the it was a time-consuming process since it involved a careful interpretation of a lot of information and logical links between every part of the report. Another factor that needed to be considered when choosing the most appropriate strategy involved a strike between theory and business realities.
Analysis: The evaluation showed that strategy management systems are complementary to each other when used in a systematic manner. As an illustration, the PESTLE analysis revealed the existence of external opportunities and threats and the VRIO framework assessed the internal capabilities that generate competitive advantage. These findings were included in the general strategic analysis of SWOT, but they were used to examine the options of strategy by Porter's Five Forces and the Matrix of Ansoff. Lastly, the purpose of suitable, acceptability and feasibility of the recommended Product Development strategy allowed its evaluation on the basis of the SAFe framework. This combined effort enhanced the validity of the recommendations and bolstered the essence of scientific based decision making in strategic management.
Conclusion: All in all, this assessment contributed greatly to my knowledge of strategic analysis and formulation of business level strategies. I gained more confidence in the ability to use the strategic management theories and critically analyse the performance of organisations and to translate the knowledge gained in theory into practical business advice. My research, analytical and academic writing skills also strengthened during the course of experience.
Action Plan: I will also enhance my skills in the analysis of internal business data in large amounts in future strategic management projects by elaborating more sophisticated methods of critical evaluation and contrasting different strategic frameworks of business. I will also improve my data interpretation abilities by adding more financial and operational performance metrics and a qualitative analysis. Moreover, I will set aside additional time to organize the general report format before starting analysis to achieve even greater syntheses between theoretical frameworks, empirical evidence and strategic suggestions. Such practice will allow me to create more detailed, systematic, and professional-structured reports on strategic management.
[bookmark: _Toc237425346]7. Conclusion
The conclusion of this report is that IKEA UK is well positioned in the market and competitive due to cost leadership, efficiency in its operations and sustainability. The Product Development strategy suggested is the one that has the best prospect of increasing the competitive advantage through increased innovation, customer value, and long term growth. Risk management and effective implementation will help achieve long-term organisational performance on the UK market.
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VRIO ANALYSIS - IKEA UK

Evaluating Resources and Capabilities for Sustainable Competitive Advantage
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SWOT ANALYSIS - IKEA UK

An Integrated View of IKEA UK s Strategic Position

Strong global brand recognition and
high customer trust.

Cost leadership through efficient
operations and flat-pack design.

« Highly efficient and integrated global
supply chain.

« High dependence on global sourcing
and external suppliers.

+ Self-assembly model may not appeal
to all customer segments.

o Limited product customisation and

+ Strong commitment to sustainability premium personalisation services.
and circular economy. Large store formats may increase

+ Robust omnichannel presence with operational costs.
seamless customer experience.

+ Continuous innovation in products,

store formats and digital solutions. -

« Growing consumer demand for UK
sustainable and affordable furniture.

« Expansion of e-commerce and digital
capabilities across the UK.

« Investment in Al, data analytics and
personalised customer experience.

« Growth potential through urban
stores and smaller formats.

« Increasing focus on circular economy,
repair, reuse and recycling.

+ Rising home improvement and
interior design trends.

« Vulnerability to supply chain
disruptions and transportation delays.

« Persistent inflation and cost of living
pressures reducing discretionary
spending.

Intense competition from retailers

such as Dunelm, Wayfair, John Lewis

and Argos.

Stricter environmental regulations

increasing compliance costs.

Changes in data protection and

consumer privacy legislation.

Economic uncertainty and geopolitical
tensions affecting supply chains.

/ IKEA UK is strongly positioned to leverage its strengths and opportunities while 2 ®
0 proactively addressing weaknesses and mitigating external threats to sustain long-term growth. !’/
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LEARNING & GROWTH
PERSPECTIVE

To build a capable, engaged and

innovative workforce and culture
for long-term success

@ OBJECTIVES

KEY PERFORMANCE
INDICATORS (KPIs)

i

@ TARGETS

-()- STRATEGIC INITIATIVES

* Drive sustainable
revenue growth

Improve operating
profitability

Enhance operational
efficiency and cost
‘management

* Revenue growth (%)
* Operating profit margin (%)

« Inventory turnover (times/year)

* Cost savings achieved (£ millions)

* Logistics cost as % of sales

Grow revenue by 6-8% annually
Improve operating profit
margin to > 7%

Inventory turnover > 7 times
per year

Generate cost savings of

£50 million annually

Reduce logistics cost by 10%

Invest in renewable energy and
energy efficiency

Automate warehouses and
streamline logistics

Innovate flat-pack products to
reduce cost

Leverage digital transformation
for cost optimisation

* Enhance customer
satisfaction and loyalty

Grow market share

Strengthen omnichannel
customer experience

* Customer satisfaction score (CSI)

Net Promoter Score (NPS)

Repeat purchase rate (%)

* Online conversion rate (%)

Market share (%)

Achieve CSI score > 85%
NPS score = 50

Repeat purchase rate > 30%
Online conversion rate > 3.5%

Increase market share by
2% annually

.

Expand click & collect and
home delivery services
Enhance IKEA App and
digital platforms

Improve product availability
and in-stock rates

Increase range of sustainable
and affordable products

PERSPECTIVE

+ Optimise supply chain and
procurement

Improve operational
efficiency and quality

Advance sustainability
and circular economy

Order fulfilment rate (%)
Inventory accuracy (%)

Delivery lead time (days)

Carbon emissions (tons CO,e)

% of recycled/recyclable
materials used

Waste diverted from landfill (%)

Order fulfilment rate > 98%
Inventory accuracy = 95%
Reduce delivery lead time by 15%
Reduce carbon emissions by
50% by 2030 (baseline 2016)

Use 100% recycled or renewable
materials by 2030
Divert 90% waste from landfill

.

.

Strengthen supplier partnerships
and ethical sourcing

Implement Al & automation in
supply chain

Invest in circular design, repair,
reuse and recycling programs
Improve quality control and
process standardisation

Enhance employee
engagement and retention

Build skills and digital
capabilities

Foster innovation and
inclusive culture

Employee engagement score (%)

Employee retention rate (%)

Training hours per employee

% of employees with digital skills
certification

« Innovation ideas implemented (#)

Achieve engagement score = 80%
Retention rate > 90%

Provide > 40 training hours
per employee per year

100% employees digitally
skilled by 2027

Implement 100 innovation
ideas per year

Invest in continuous learning
and leadership development
Upskill employees in digital
tools and analytics

Promote diversity, inclusion
and wellbeing programs.
Encourage cross-functional
collaboration and innovation
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IKEA UK strengthens its competitive advantage and long-term success.
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1. THREAT OF NEW ENTRANTS

+ Requires high capital investment in
stores, logistics and supply chain.
1 « Strong brand loyalty and economies

of scale create entry barriers.

* Access to distribution and retail
locations is difficult.

3. BARGAINING POWER OF BUYERS

2. BARGAINING POWER OF SUPPLIERS

+ IKEA has a large, diversified
global supplier base.

+ Long-term relationships and

' «\ high purchase volumes reduce
>,

* Customers have many choices
and can easily compare
prices online.

« High availability of alternatives
in terms of price, design and
quality.

* Buyers can switch brands

with low switching costs.

supplier power.

+ Some dependency on raw
materials and transport
providers.

MODERATE POWER

4. THREAT OF SUBSTITUTES

« Alternatives include second-hand
furniture, DIY solutions, rentals,
and custom-made furniture.

« Home décor and minimalistic
living trends can reduce

\ furniture demand.

« Substitutes are available but not

a complete replacement.

MODERATE THREAT

/ Overall, the furniture retail industry in the UK is highly competitive. f
IKEA UK maintains its competitive advantage through cost leadership, strong brand equity, ‘ '

operational efficiency, and continuous innovation.

PORTER’S
FIVE FORCES

(L Assessing Industry ()
Competitiveness

5. COMPETITIVE RIVALRY
* Many strong competitors such as
Dunelm, Wayfair, John Lewis,

? Argos, and B&Q.
( + Intense competition on price,
{ Eln product variety, convenience,
\ and customer experience.
« High advertising and promotional
ivities increase rivalry.
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Strategic Growth Options for IKEA UK

PRODU

EXISTING PRODUCTS

)

NEW PRODUCTS

1. MARKET PENETRATION

* Increase market share with

existing products in the
current UK market.
« Strengthen digital marketing,

2. PRODUCT DEVELOPMENT

e Introduce innovative, modular,

&5 8 s and sustainable furniture

solutions.
= ¢ Develop smart home and

EXISTING space-saving products.
MARKETS [] I loyalty programmes, and « Expand circular offerings such
promotions. = as repair, resale, and
« Enhance omnichannel el refurbished furniture.
experience to drive more * Strongest option for long-term
| sales and customer retention. growth and differentiation.
3. MARKET DEVELOPMENT 4. DIVERSIFICATION
* Introduce existing IKEA * Enter into new, unrelated
\ / products to new customer markets or industries.
segments and locations. D M e
« Requires significant investment,
NEW A rpandmalleurtaniatores, new capabilities and higher risk.
MARKETS collection points and pop-up
formats. « Least suitable option for
* Target underserved areas IKEA UK at present.
across the UK.

For IKEA UK, Product Development combined with selective Market Penetration
initiatives offers the most attractive growth potential by delivering innovation,
sustainability, customer value and competitive advantage.
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A Framework for Evaluating Strategic Options

SAFe DIMENSION

SUITABILITY
A s D i X
Assesses how well the
strategy fits the external
environment and internal
context.

ACCEPTABILITY

Evaluates the overall
attractiveness and value
the strategy will deliver
to stakeholders.

FEASIBILITY

Determines whether the
organisation has the
resources, capabilities
and conditions to
implement the strategy
successfully.

SAFe ensures a balanced evaluation of strategic options by considering Suitability,
Acceptability and Feasibility — leading to well-informed, realistic and value-creating

KEY EVALUATION QUESTIONS

Does the option address the key opportunities
and threats in the environment?

Does it align with the organisation’s mission,
vision and objectives?

Does it leverage our strengths and mitigate
our weaknesses?

Is the timing of the strategy appropriate?

Will the option deliver sustainable value and
competitive advantage?

I the risk level acceptable?

What is the expected return on investment?

Will stakeholders (customers, employees,
investors, partners) support this option?

Do we have the required resources (financial,
human, technological)?

Do we have the capabilities and expertise?
Is the strategy operationally and
organisationally achievable?

Are there legal, regulatory or ethical
constraints?

Market
Trends

(3]
-

Value
Creation

<>
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al
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The best strategy is one that i
Suitable to the context, Acceptable

to stakeholders and Feasible to
implement.
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Perceptual Map: IKEA UK and Key Competitors

Based on Customer Perception in the UK Furniture Retail Market
High Price

Premium retailers JOhn Lewis
with high perceived & Partners

quality but higher
®
MADE

prices.

Low Perceived High Perceived

Quality - Quality

IKEA
(Strong Value

Leader) “ wayfair ¢

IKEA UK is perceived as a strong
.! value leader, offering a balance
B &o ® ®  ,faffordability and quality,

positioned well against key
competitors.

Low Price

Source: Created for academic use based on data from Statista (2024), Mintel (2024),
Company Annual Reports, and Industry Reports.




