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[bookmark: _Toc225413191]1.1 Organisation Background
IKEA is one of the world’s largest home furnishings retailers, operating as a multinational organisation with over 500 stores across 63 markets as of late 2025 (IKEA, 2025). Founded in 1943 in Sweden by Ingvar Kamprad, IKEA has evolved from a small business which specialised into pens and wallets, into a global retail specialising in affordable, ready to assemble and home accessories (IKEA, 2025). 
Unlike publicly listed corporations, IKEA is not owned by shareholders. Instead, it is controlled through a network of operating companies, holding companies and nonprofit foundations, including the Ingka Foundation (Inter IKEA Systems, n.d,; Ingka Group, 2023). 
This complex corporate structure was initially created partly in response to high Swedish taxation but also allows IKEA to prioritise long-term strategic growth and sustainability over short-term financial returns (Center for Corporate Governance, 2018). Such an arrangement aligns with contemporary strategic management perspectives that emphasise long-term value creation and stakeholder-oriented decision-making.  
The organisation operates within the global furniture retail sector, which is characterised by intense competition, complex supply chains and evolving consumer expectations. The industry has undergone significant transformation due to digitalisation and increasing sustainability pressures, requiring firms to continuously adapt their business strategies (Hossain & Sultana, 2024; Han, 2022). 
IKEA’s strategic positioning is cantered on its vision of creating “creating a better everyday life for many people”, which is reflected in its emphasis on affordability, functionality and design. This vision underpins its cost leadership approach while incorporating elements of differentiation through products design and customer experience (IKEA, 2025). 
[bookmark: _Toc225413192]1.2 Products and Services
IKEA offers a broad range of products, including furniture such as beds, wardrobes, sofas and kitchens, alongside home accessories such as lihting, textiles, and decorative items (IKEA, n.d.). The company’s core value lies in delivering well-designed, functional products at low prices. 
A key strategic feature of IKEA’s offering is its flat-pack system, which reduces transportation and storage costs while transferring assembly to customers. This operational model enables IKEA to maintain cost efficiency and competitive pricing, reinforcing its cost leadership strategy (Mohanty, 2026; Latterly.org, 2025). 
In addition to physical products, IKEA provides a range of services, including home delivery, assembly and interior planning. The organisation has also significantly expanded its digital capabilities, offering online shopping platforms and mobile applications that enhance customer convenience (IKEA, 2019).  
IKEA’S revenue is primarily generated through retail sales, although service-based offerings and digital channels are becoming increasingly important components of the business model. 
[bookmark: _Toc225413193]1.3 Markets and Geographic Scope
IKEA operates globally, with a strong presence across Europe, North America and Asia (Statista, 2026). Its largest markets include Germany, United States and France, reflecting its established position in developed economies (Statista, 2026).  
The organisation targets a broad customer base, focusing on consumers seeking affordable and stylish home furnishings (IKEA, 2025). Its standardised global strategy is completed by local adaptations to reflect cultural preferences and market conditions (Burt, Johansson & Thelander, 2011). 
IKEA’s expansion into emerging markets, particularly in Asia, highlights its long-term growth ambitions (Inter IKEA System, 2022). However, operating across diverse markets also increases exposure to economic, political and regulatory risks. 
[bookmark: _Toc225413194]1.4 Recent Strategic Developments
Over the past three years, IKEA has implemented several significant strategic initiatives in response to environmental changes. 
Firstly, the organisation has accelerated its digital transformation, expanding e-commerce capabilities (Statista, 2026) and investing in logistics infrastructure (Reuters,2025) to compete with online retailers such as Amazon, Temu and Shein (Bloomberg, 2026). 
Secondly, sustainability has become a central strategic priority. IKEA has committed to becoming climate positive and “people and planet positive” by 2030, focusing on reducing emissions and growing its business responsibly (Inter IKEA Systems, 2018; IKEA, 2024). 
The organisation has introduced circular economy initiatives, including product design for reuse, repair, refurbishment and recycling, with circular services implemented across markets, as well as expand furniture buy-back and resell programmes that keep products in use longer (IKEA, 2024. Tom’s guide, 2026).  
Thirdly, the company has adapted its retail strategy by introducing smaller urban store formats, moving away from traditional large warehouse stores. This reflects changing consumer behaviour and increasing urbanisation (INGKA, 2020). 
Finally, IKEA has invested in supply chain resilience to address disruptions caused by global economic and geopolitical challenges (Inter IKEA Group, 2025). 
2. External Environment and Stakeholder Analysis 
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Analyse the macro-environmental factors affecting the organisation:
Political
The global home furnishing sector in which IKEA operates is increasingly influenced by political factors, specifically international trade and sustainability policy (CSIL, 2025). As a multinational company that sources materials globally, IKEA is exposed to geopolitical tensions, such as the Red Sea shipping crisis, and usually trade tariffs that disrupt supply chains and increase costs (J.P Morgan, 2024; BBC, 2023). 
Recent instability, including IKEA’s total exit from Russian sourcing regions, has highlighted vulnerabilities in global networks (Inter IKEA Group, 2025). Additionally, governments are introducing strict regulations like the EU deforestation regulations (EUDR), which mandates new sourcing practices and production methods (IKEA, 2024). 
Opportunity:  Government support for sustainable business practices may provide incentives and strengthen IKEA’s long-term positioning. 
Threat: Geopolitical instability and regulatory complexity increase the operational costs and puts supply chains at risk. 
Economic
Economic conditions play a significant role in shaping IKEA’s performance. To address rising inflation and UK the cost-of-living pressures, IKEA has invested £117 million to lower prices on 33% of its range during FY24 (IKEA UK, 2024). This strategy drove 4% increase in sales volumes (IKEA UK,2025). 
However, rising raw material and transportation costs due to the Red Sea disruptions have increased expenses (J.P. Morgan, 2024). This has pressured margins, with pre-tax profit falling to £72.1 million in FY24 (D. Squired, 2025). 
Furniture is a semi-durable good, so economic downturns can reduce demand. 
Opportunity: Cost-of-living pressures increase demand for affordable products.
Threat: Inflation and rising raw costs reduce profit margins.



Social
Social trends are increasingly influencing consumer behaviour. There is growing demand for sustainable, ethically sourced with 64% of consumers now prioritising environmental responsibility (Ingka Group,2025). 
Urbanisation has increased demand for compact, multifunctional furniture, aligning with IKEA’s design approach (IKEA UK, 2025). 
Consumers also value convenience and online shopping. Reputational expectations are rising as transparency in sourcing and environmental impact is expected. Most of the time, by failing these expectations, loss of trust can rise.  
Opportunity: Demand for sustainability aligns with IKEA’s brand. 
Thrust: Failure to meet expectations may damage reputation.
Technological
Technological advancements are transforming the retail sector. IKEA has invested in e-commerce, which now accounts for 43.2% turnover (IKEA UK, 2025). 
Digital tools such as the IKEA Kreativ AR app allow customers to visualise furniture in their homes, enhancing engagement and decision-making (IKEA, n.d.). 
However, competitors like Amazon set high expectations for speed and convenience, and digital investments is costly, with over £1.1 billion globally (IKEA UK, 2024).
Opportunity: Digital innovation improves efficiency and experience.
Threat: High costs and competition increase pressure. 
Legal
IKEA operates within complex legal frameworks, including UK labour laws, product safety and environmental regulation. Compliance is critical, particularly regarding the Moder Slavery ACT 2025, where IKEA maintains a zero-tolerance policy through its IWAY supplier code of conduct (IKEA, 2025).
Environmental regulations are tightening, requiring adaptation and increasing costs. 
Data protection laws, such as GDPR, also influence how IKEA collects and uses customer data, particularly as digital platforms becomes more central to its strategy (GOV.UK, 2025).  
Opportunity: Compliance enhances trust. 
Threat: Stricter regulations increase costs. 
 
Environmental
Sustainability has become a central strategic concern for IKEA. Climate change and regulations are driving a shift toward circularity. 
IKEA has committed to becoming climate-positive by 2030, reflecting a proactive approach to environmental challenges (IKEA, 2018). 
However, climate change can disrupt supply chains and sustainable production increases costs with over £1 billion invested globally (IKEA, 2025). 
Opportunity: Growth in eco-friendly demand. 
Threat: Supply chain disruption and higher costs.
[bookmark: _Toc225413196]2.2 Industry and Competitive Environment (Porter’s Five Forces)
Competitive rivalry
High. 
Competitive rivalry in the global home furnishings industry is intense, with the market increasingly dominated by digital ecosystems. IKEA faces a dual threat: traditional global retailers and aggressive online competitors like Amazon. In the UK, this rivalry is particularly acute, as online sales now account for 43% of IKEA’s turnover, highlighting the shift toward digital-first competition (IKEA UK, 2025). 
The industry exhibits several characteristics that intensify rivalry: 
· Moderate product differentiation, as many furniture items are similar across retailers.
· High fixed costs associated with large retail stores, warehousing and logistics networks, 
· Increasing online competition reducing customer loyalty. 
· Frequent price promotions and discount strategies.
As noted by Michael Porter (1980), high levels of rivalry place downward pressure on profitability. This is particularly evident in the furniture retail sector, where companies must balance affordability with rising costs (McKinsey & Company, 2023). 
Threat of new entrants
Moderate.
Barriers to entry in the global furniture retail industry are significant but not impossible. These include: 
· High capital investment in supply chains, logistics and physical retail infrastructure. 
· Economies of scale in sourcing and production. 
· Strong brand recognition and customer loyalty. 
· Establish global supplier networks. 
According to Johnson et. Al (2020), high capital requirements for supply chains and global logistics create substantial barriers for new large-scale entrants. This is evidenced by IKEA’s investment in its UK and Ireland fulfilment network, including the opening of its first Irish distribution centre to reduce delivery times (MultiModal, 2024).  
While new online retailer can enter the market more easily, replicating IKEA’s global economies of scale and its “Plan and Order” urban store formats remains a significant hurdle for any competitor seeking to reach comparable market share (IKEA UK, 2025). 
Power of suppliers
Low to moderate. 
Supplier power is low to moderate due to IKEA’s global sourcing across 50+ countries. IKEA also works with a wide network of suppliers and maintains strong control over product design and production, which reduces dependency on individual suppliers (IKEA, 2024). 
Additionally, IKEA’s ability to source materials in bulk and switch suppliers provides significant negotiating power. This aligns with the resource-based perspective, where control over its supply chain resources strengthens competitive advantage (Grant, 2022). 
Power of buyers
High. 
As highlighted by Potter (1980), buyer power increasers when customers easily compare prices and switch between competitors. The growth of e-commerce platforms has further strengthened this power, enabling customers to make more informed purchasing decisions. 
Customers in the furniture retail market have high bargaining power due to several factors: 
· Low switching costs between retailers. 
· High price transparency, especially online.
· Wide availability of alternative options. 
· Increasing demand for value and affordability. 
Threat of substitute products/services
Moderate to high. 
The rise of circular economy practices has increased the attractiveness of second-hand and refurbished furniture, particularly among environmentally conscious consumers. 
Substitutes in the furniture in the retail market include: 
· Second hand furniture markets (e.g. resale platforms like facebook marketplace, ebay, etc.) 
· DIY and upcycling solutions.
· Rental furniture services.
· Alternative home furnishings retailers. 
[bookmark: _Toc225413197]2.3 Stakeholder Analysis
According to Freeman (1984), organisational success depends on managing relationships with any group that can affect or is affected by a company’s performance. For a big organisation like IKEA, this network is particularly complex due to its unique foundation-led ownership and their “people and planet positive” strategy. Unlike typical public companies, IKEA’s stakeholder management priorities long-term brand resilience over quarterly demands of externals shareholders. 
Key stakeholders 
The primary stakeholders shaping IKEA’s strategic direction include: 
· customers 
· employees 
· investors 
· suppliers 
· government and regulatory bodies 
· environmental groups 
Research by Mendelow (1981) suggests that stakeholders should be analysed based on their level of power and interest to determine appropriate management strategies. 
High power / High interest 
· Investors: they prioritise long-term growth and reinvestment (Ingka Group, 2025). 
· Regulatory bodies/government: regulatory bodies enforce compliance with sourcing and sustainability laws. 
High interest / Moderate power  
· Customers: drive demand for affordability, influencing pricing decisions. 
· Employees: they require wages and conditions, making HR management essential (IKEA, 2023; IKEA, 2022). 
Moderate power / Moderate interest 
· Suppliers: they are critical to operations and sustainability goals (IKEA,2025). 
· Environmental group: groups like the WWF hold memorable power through public advocacy, influencing the public (IKEA, 2024).   
Stakeholder expectations and conflicts 
Managing IKEA’s dual mission of affordability and sustainability creates a constant friction between competing stakeholder priorities. At the core of this tension is the INGKA foundation, which prioritises long-term capital stability and the perpetual life of the brand over short-term dividends. 
This objective often runs parallel to, but occasionally competes withs, the immediate demands of UK customers who, facing high inflation and mortgage costs, expect the lowest possible prices for home furnishings. Simultaneously, IKEA’s employees expect wage increases, seen in IKEA’s commitment to the 2025/26 Real living wage (Living Wage Foundation, 2025), while environmental groups like the WWF push for accelerated, and often expensive, transitions to 100% renewable energy and circular material sourcing. 
Research shows that Freeman (1984) argues that a company’s long-term viability relies on balancing these interests rather than favouring just one. IKEA’S 2026 strategy of “organisational simplification” serves as a primary example of this balance, as by cutting internal corporate costs and streamlining operations, the company attempts to satisfy the customer’s need for low prices without compromising the foundation’s demand for long-term financial health and environmental reinvestment (Ingka Group, 2026). 
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The internal strategic capability of IKEA can be assessed through an evaluation of its resources and capabilities, which underpin its ability to achieve and sustain competitive advantage. According to resource-based theory, organisations achieve superior performance by developing valuable, rare and inimitable resources supported by appropriate organisational structures (Barney, 1991). 
Tangible resources 
Ikea possesses significant tangible resources, including its extensive global store network and advanced distribution centres. These physical assets enable the organisation to operate efficiently on a global scale and support its cost leadership strategy (IKEA, 2024). 
In addition, IKEA’s strong financial position allows continued investment in strategic initiatives, such as digital transformation and supply chain optimisation (IKEA, 2023).
However, reliance on large physical store may also represent a limitation in an increasingly digital retail environment, where online convenience has become the key for a customer’s behaviour. 
Intangible resources 
Intangible resources are a critical source of IKEA’s competitive advantage. The organisation has developed a brand which is recognised globally, and that’s also associated with affordability, functionality and moder design. Brand equity enhances customer trust and loyalty, which are very essential in a competitive market. 
Furthermore, IKEA’s culture in their organisation emphasises simplicity, cost-consciousness and innovation, which supports its objectives. This culture is efficient for decision-making, and it encourages continuous improvement (J. Dudovskiy, 2022). 
Another intangible resource is also IKEA’s design capability. The company has the ability to develop functional and aesthetically appealing products at low cost, therefore differentiating them from competitors, as well as supporting its hybrid strategy (IKEA Museum, n.d). 
Capabilities 
IKEA’s capabilities come from how they mix all their different resources together. One of their biggest advantages is having such a cost-efficient supply chain, which lets them source materials globally and produce things on a massive scale. They are also really good at innovation, especially when it comes to designing new products and creating unique store layouts.
They’ve also started working on their “omnichannel” setup, which just means connecting their physical stores with their website and app. However, when you compare them to a giant organisation like Amazon, IKEA’s digital side is still catching up, so there is room for improvement. 
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The VRIO framework (Barney, 1991) is a good way to see if IKEA’s internal resources give them a long-term edge over their competitors. 
Value
IKEA’S resources are valuable because they help the company grab new opportunities and stay safe from market threats. For example, their-efficient operations mean they can keep prices low even when the company is struggling. Also, their famous brand and design skills make people want to shop there, which keeps their market share high. 
Rarity
A lot of what IKEA does is rare. While there are plenty of furniture stores, very few can mix massive global stores with stylish designs and such low prices. The way they wrap their design, manufacturing and shipping into one big system is a unique feature that most companies can’t match at that size. 
Inimitability (Hard to copy)
It’s hard for other companies to copy IKEA. They’ve spent decades building relationships with suppliers and reaching a scale that makes things cheaper for them than anyone else. Their company culture and “know-how” are also hard to steal because they were built over a long time. However, as technology gets better, some of these barriers might get smaller as competitors start using more automation and digital supply chains. 
Organisational support
IKEA is set up perfectly to make the most of what they have. Their structure and global reach help them put their plans into action quickly. They are also putting a lot of money into going digital and becoming more sustainable, which shows they know how to use their resources to stay relevant. 
Sustained competitive advantage
Even though the VRIO analysis shows IKEA has a strong advantage, it doesn’t mean they can just relax. Competitive advantages can fade if a company doesn’t keep up with the world. 
For example, other stores might find new ways to cut costs or use better tech to match IKEA’s prices. Also, as more people shop online, having giant physical store might not be as valuable as it used to be. This is why IKEA has to keep innovating and improving their digital side if they want to stay on top. 
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Key strengths
1. Global scale and brand leadership – having stores all over the world and a massive brand name makes people trust IKEA, making them a market leader 
2. Cost leadership model – using flat-pack designs and making products in huge numbers allows IKEA to keep their prices much lower than everyone else 
3. Efficient supply chain – their great relationship with suppliers and smart shipping methods helps them stay organised and keep their costs under control
4. Distinctive retail and business model – the “DIY” style, where customers walk through showrooms and pick up their own furniture, saves the company a low of money on staff and operations 
5. Strong sustainability position – investing in eco-friendly materials and renewable energy helps their reputation and appeal to modern, “green” shoppers
These strengths match up perfectly with IKEA’s main goal of being the global leader in low-cost furniture. They allow the company to keep prices down while giving customers the same familiar experience in every country. 
Internal weaknesses 
1. Perceived lower product quality – because they focus so much on being cheap, some customers worry that the furniture won’t last long or isn’t as good as other brands. 
2. Limited product customisation – since everything is mass-produced and standardised to save money, it’s hard for customers to get something personalised or unique 
3. Self-assembly model limitations – having build the furniture yourself is a big downside for people who are busy or just find the instructions too frustrating 
4. Developing digital and e-commerce capabilities – IKEA was a bit slow to improve their website and delivery services, so they are still playing catch-up with other companies
5. Supply chain dependence and rigidity – because they rely so much on a huge global network, it’s hard for them to react quickly if there’s a sudden problem with shipping or raw materials
These weaknesses are a bit of a challenge for IKEA. For example, as people start to care more about online convenience, driving to the store might become less popular. Also, their focus on low prices might stop them from winning over customers who are looking for higher quality or more flexible furniture. 
[bookmark: _Toc225413202]4. Strategy and Competitive Position 
[bookmark: _Toc225413203]4.1 Current Strategic Approach
IKEA uses what experts call a “hybrid strategy”. While most companies choose either to be the cheapest (cost leadership) or the most unique (differentiation), IKEA does both. They use their democratic design philosophy to make sure products look high-end while their flat-pack logistics keep prices at the bottom of the market (IKEA, 2015). Essentially, they don’t just compete on price, they compete on the value for money ratio, which is very hard for competitors like Amazon (who lacks design identity) or high-end furniture stores (who can’t match the price) to beat.  
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Ikea sits at the top as the global market leader, holding about 6% of the total global market share in home furnishings (Statista, 2025). Their position is important because they are a destination retailer. Unlike Amazon, where shopping is just a transaction, IKEA’s competitive advantage is the physical experience which drives impulse buys from customers. However, their position is being challenged in the convenience space. While IKEA dominates the big trip shopping market, they are a market follower in the ultra-fast delivery space, where digital first competitors have the upper hand. 
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For a long time, IKEA has had a great strategic alignment, meaning their skills perfectly matched what the market wanted. Their move towards a circular IKEA aligns perfectly with modern trends (IKEA, 2025). However, there are some signs of gradual deterioration regarding their physical stores. The world is moving towards urban living and car-free shopping, but IKEA’s model is still heavily tied to giant “blue boxes” in the suburbs. 
4.4 Risks and Limitations
One of the biggest risks for IKEA is the sustainability price paradox. They want to be 100% eco-friendly, but sustainable materials are usually more expensive. If they can’t find a way to make “green” furniture as cheap as their old stuff, their profit will take a hit (Ingka Group, 2025). Another limitation is the loss of simplicity, as IKEA’s success was built on a very simple “cash and carry” model (A. Shastri, 2026). 
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[bookmark: _Toc225413207]5.1 Vision, Mission, and Values
IKEA’s vision is “to create a better everyday life for the many people” (IKEA, 2025). Their mission is more practical: they want to offer well-designed, functional furniture at prices so low that as many people as possible will be able to afford them. This mission emphasises the concept of democratic design, a framework that balances five essential dimensions: form, function, quality, sustainability and low price. 
IKEA’s core values are: 
· Togetherness and enthusiasm: emphasising collaboration and shared belief that collective effort outweighs individual achievements. 
· Cost-consciousness
· Simplicity and humility 
· Caring for people and the planet 
· Renew and improve 
· Leading by example 
[bookmark: _Toc225413208]5.2 Strategic Risks
Even a big organisation like IKEA faces big risks as they look towards the future. 
Inertia 
IKEA’s biggest risk is inertia, which is basically staying still while the world moves on. Because they have invested billions into massive warehouses, they might be too slow to switch to small, fast and digital-first shopping style that younger generations want. 
Over-extension 
IKEA is currently trying to do everything, selling solar panels, opening city centre malls and developing high-tech apps. There is a risk that they might spread themselves too thin and lose focus on what they do best: affordable furniture. 
External threats 
Geopolitical tension is a permanent threat to their global sourcing model. If trade wars and shipping crises continue, their low-price promise might become impossible to keep as costs spiral out of control. 
[bookmark: _Toc225413209]5.3 Strategic Options for the Future
Option 1: The urban hub expansion 
This involves moving away from the “big blue box” and opening smaller “plan and order” shops in city centres. 
· Suitability: This fits the urbanisation trend perfectly. It brings IKEA to people who don’t have cars or the possibility to go there. 
· Acceptability: Customers will love the convenience, though high city rents might worry some investors.
· Feasibility: IKEA has already started testing this, but they need to figure out how to make their massive logistics work for tiny city stores. 
Option 2: The circular subscription model 
Instead of just selling products, IKEA could lease them (e.g., renting office furniture, appliances, etc.). 
· Suitability: This is great for the environment and appeals to younger shoppers who prefer using over owning. 
· Acceptability: It’s great for their “planet positive” reputation, through it’s a big change for traditional customers or for them. 
· Feasibility: This is the hardest to pull off. It requires a brand-new system for picking up, fixing and re-selling used items as scale. 
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To conclude, IKEA remains the dominant force in the global home furnishings market, successfully leveraging a hybrid strategy of cost leadership and distinctive democratic design. As highlighted in the internal analysis, IKEA’s massive global scale, efficient supply chain and strong brand equity provide a good advantage when it comes to competition.
However, the external environment presents significant challenges. The PESTLE and Five Forces analyses reveal that geopolitical supply, rising inflation and intense rivalry from competitors that are digital are putting pressure on IKEA’s profit. While its core values perfectly fit the current economic climate and eco conscious consumers, the company faces a real risk of drifting. Their historical reliance on giant, suburban warehouses created friction for modern, urbanised shoppers who prioritise their digital convenience over the traditional shopping. 
To sustain its market leadership and avoid inertia, IKEA must adapt its physical footprint to match modern behaviours. Therefore, it is recommended that IKEA prioritises option 1. While option 2 aligns beautifully with long-term environmental goals, option 1 directly addresses IKEA’s most pressing immediate threat, which is the shift towards city living and the demand for ultimate convenience. By rolling out smaller stores in city centres and backing them up with faster e-commerce delivery network, IKEA can successfully bridge the gap between its affordable, design-led heritage and the moder need for accessibility. 
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