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1.0 [bookmark: _Toc231130262]Introduction
This report critically evaluates the sustainability challenges and opportunities facing IKEA and proposes a regenerative strategic vision for the organisation. Drawing on sustainability theory, stakeholder theory, shared value theory, and systems thinking, the report examines how IKEA can move beyond traditional sustainability approaches towards creating long-term economic, social, environmental, and governance value. Through an assessment of the organisation's current position and external operating environment, a set of strategic principles and value creation propositions are developed to support a more resilient, stakeholder-focused, and regenerative business model.
Currently Ikea’s vision is “To create a better everyday life for the many people” (IKEA, 2025), which gives the impression that Ikea is a people focused business aiming to be inclusive across the world and amongst its stakeholders. It provides stakeholders with a snappy, memorable feeling of Ikea’s purpose for now and the future. This aligned with the business objective of “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, 2025), shows a desire to make their products available to all, as cheaply as possible.
The present sustainability strategy has 3 main focus areas, healthy and sustainable living, climate nature and circularity, and fair and equal (Ikea, 2024). This strategy aims to inspire customers to make better chose about their energy and water usage, to use more renewable resources, transition to net zero by 2050, having an inclusive workforce and promoting equality. Very much like its vision and objectives, there seems to be a real drive to support the drive towards a better world.

2.0 [bookmark: _Toc231130263]Main Findings
The following chapter highlights four key principles of sustainability for business created by adapting the pillars of sustainability; economic, environmental, social, and governance for business purposes. 
[bookmark: _Toc231130264]2.1 Value in longevity, not volume. 
This principle aims to adjust the traditional model of customers using more to drive profit to a model of promoting long term value in products and services. Economic value is measured through sustained product usage and customer relationships rather than volumes of products made and sold. This aligns with current ideas around circular economies, with Stahel (2019) and Ellen MacArthur Foundation (2023) both suggesting that keeping products in a circular closed loop economy can reduce waste and increase value. Moving forward from sustainability, or just maintaining the current impact, to regenerative thinking, business must go beyond minimising their negative impacts on social, economic and environmental systems and begin to contribute to the regeneration of these systems (Fullerton, 2025) and (Illy, 2026). The importanct of this principle is to that it can create long term stable revenue streams while reducing consumption.
[bookmark: _Toc231130265]2.2 Communities and businesses as co-owners and co-creators of value and wellbeing. 
Here the aim is to change communities and businesses from passive recipients and deliverers of products and services to active owners of value creation. Value is no longer defined as economic profit but as an ecosystem of positive social, economic and environmental outcomes. This vision of businesses and stakeholders being part of one system aligns with Freeman (1984) and his Stakeholder Theory that all involved in a system should receive value from it. Porter and Kramer (2002), with their Shared Value Theory, suggest that business can generate value by solving societal and environmental problems. Putnam (2000) uses his Social Capital Theory to suggest value is created by trust, relationships and connections. These three theories show that value is created by all stakeholders within a business and if businesses can create collaborative community based systems then benefits such as improving innovation through co-creation with communities, increasing customer loyalty and trust, reducing long-term costs such as marketing and transaction expenses, providing access to local knowledge and external capabilities, strengthening resilience during economic or supply chain disruptions, enhancing brand legitimacy and reputation. This should ultimately create a durable competitive advantage through embedded relationships and networks that are difficult for competitors to replicate. 

[bookmark: _Toc231130266]2.3 Local living resource ecosystems. 
This principle positions businesses as embedded participants within localised, living resource ecosystems, where economic activity is designed to align with the regeneration of natural systems, circular flows of materials, and regional socio-economic networks. Rather than relying on linear global extraction and disposal models, businesses operate within place-based systems that prioritise resource circulation, ecological renewal, and local value retention. This aligns with the theory of Systems Thinking, where organisations, economies, environments and stakeholders are all viewed as part of an interconnected system and no individual part is more important than the whole and long-term goals are more important than short term gains (Meadows, 2008) and (Senge, 2010). This also links again to Circular Economy, where products and materials are kept within local systems for as long as possible (Stahel, 2016) and (Ellen MacArthur Foundation, 2023). Also, Biomimicry offers the opportunity to use nature as a biological basis for us to attempt to replicate and maybe even emulate for our own systems (Benyus, 1997) and (The Biomimicry Institute, 2024).

[bookmark: _Toc231130267]2.4 Transparent stakeholder decision making.
As sustainability regulations, ESG disclosures, and reporting frameworks continue to expand, businesses face growing pressure to demonstrate compliance. However, compliance alone does not necessarily result in meaningful social or environmental outcomes (Siddique et al., 2026) and (van Bommel, Rasche and Spicer, 2022). Transparent Stakeholder Decision Making shifts the focus from simply meeting external requirements to actively involving stakeholders in shaping decisions. Eccles, Ioannou and Serafeim (2014) found that firms with robust sustainability governance structures outperform competitors over the long term, while Friede, Busch and Bassen (2015) suggest positive relationships between environmental, social and governance (ESG) performance and financial outcomes. Transparency and stakeholder participation strengthen accountability, trust, and organisational resilience. ensuring that long-term value is created rather than regulatory box-ticking (OECD, 2023). 



As Ikea is not a public limited company and doesn’t have shareholders it has been able to operate without the demands of increasing profits above all else. However, there is evidence to suggest Ikea has behaved in a way that links it to the shareholder theory. Friedman (1970) suggested that businesses responsibility was to increase profits at all costs, which aligns with previous Ikea executive Johan Stenebo’s claims that Ikea prioritised profitability (Stenebo, 2010). There are of course many examples of Ikea following a clearer stakeholder theory strategy suggested by Freeman (1984) of creating value for all entities associated with it. This success will now be discussed in correlation to the four key sustainability principles.

2.5 [bookmark: _Toc231130268] Critique of IKEA
[bookmark: _Toc231130269]2.5.1 Principle 1 - Value in longevity not volume
Since 2021 Ikea has been offering its Buy Back and Resell service throughout its UK stores giving customers the opportunity to return unwanted items and receive a gift card to be used in store (IKEA, 2024), (Petar Lekarski, 2021). These products then feed into the Re-shop ands Re-sell sections of the stores (IKEA, 2024) This circular economy initiative attempts to reduce the waste of products when customers redesign their living spaces and reduce the cost of items for customers by offering second hand options.
Further to this the spart part replacement service gives customers the opportunity to repair existing products free of charge (Ikea.com, 2024)
The above two initiatives show a clear vision to reduce waste when a customer redesigns their living space and designing products to be repairable and re-used. Thus creating value in the longevity of products not only for Ikea but for its customers (Balch, 2024), (Cleveland-Peck, 2024).

2.5.2 [bookmark: _Toc231130270]Principle 2 - Communities and businesses as co-owners and co-creators of value and wellbeing
IKEA has increasingly moved beyond a traditional retailer-customer relationship by creating opportunities for customers, communities, suppliers, and local organisations to participate in value creation. Rather than treating communities as passive consumers, IKEA Social Entrepreneurship works directly with social enterprises, artisans, local producers, and community organisations to co-create products, services, and social outcomes. IKEA describes these partnerships as opportunities to "lean on each other’s strengths" (Ikea.com, 2024a) and share learning, knowledge, and resources, demonstrating a collaborative approach to value creation. For example, IKEA partners with organisations such as the Jordan River Foundation and Rangsutra to design and produce products while creating employment opportunities for marginalised communities, women, and refugees (Jordan River Foundation, 2019). In the case of Rangsutra, many of the artisans involved are also shareholders in the business, meaning value is not only created for communities but partially owned by them (Rangsutra, 2025). These initiatives align closely with Stakeholder Theory because value is distributed across multiple stakeholder groups rather than being generated solely for shareholders (Parmar et al., 2010). IKEA's social entrepreneurship model reflects Shared Value Theory because it seeks to address social challenges such as unemployment, social exclusion, and poverty through commercially viable business partnerships that simultaneously generate economic value for the company and social value for communities (Porter and Kramer, 2011). IKEA explicitly states that these partnerships create jobs, livelihoods, and access to new markets while simultaneously providing IKEA with unique products, new capabilities, and a more diverse supply chain.


2.5.3 [bookmark: _Toc231130271]Principle 3 – Local living resource ecosystems
Ikea have already made great strides in moving towards this sustainability principle. As aforementioned, their commitment to ‘Buy Back and Resell’ and the introduction of the Circular Hubs provides clear evidence that there is a movement towards a local living resource ecosystem. The Buy Back and Resell strategy aims to ensure that resources remain within the local ecosystem rather than being disposed if following a linear system. Similarly, due to the nature of the Circular Hubs the products remain in circulation for longer with local systems. 
However, IKEA go further within this principle as they recognise the dependence on wider ecological systems rather than looking at their supply resources as finite. For example, Ikea are committed to using Forest Stewardship Council (FCP)-certified wood sourcing or recycled wood. In fact, IKEA claim that they reached 100% use of these recycled and sustainable materials by 2020 (IKEA Museum, 2023). However, Moyo (2021) claim that this is not the case and only 98% of Ike’s resources come from these sources. Nevertheless, this is a high percentage and should be commended. 
In addition to the wood resources, Ikea are also committed to responsible cotton sourcing and have also invested heavily in forest restoration  projects. They claim that they have restored over 14,000 hectares of degraded forest worldwide which involved the planting of  millions of indigenous seedlings (IKEA, 2023). 
Finally, there is a clear connection here between principle 2 and Principle 3 as IKEA use local social enterprise supply chains  to retain economic value within local communities and to support regional economic resilience. 
  
2.5.4 [bookmark: _Toc231130272]Principle 4 – Transparent stakeholder decision making
Evidence from IKEA suggests that this principle is possibly the weakest. However, there are a number of key things that IKEA do which align with this principle already. Firstly, IKEA does publish extensive and transparent information and updates on their sustainability progress and practices through the Ingka Group sustainability reports (Ingka Group, 2026) and the global strategy framework. Through these frameworks, IKEA integrates  ESG goals into their corporate strategy  and clearly commits to tracking progress of emissions and circular progress. 
However, based on the published information, this appears to be primarily report-driven and not necessarily stakeholder-driven decision making. IKEA do, however, appear to follow Freeman’s stakeholder theory to a certain degree as there is evidence that they engage stakeholders in a number of ways. This is primarily done through community partnerships, social entrepreneurship collaborations and employee engagement programmes. Through these stakeholder relationships, IKEA worl closely with their suppliers to ensure fair working conditions and sustainability practices with theor supply chain. Additionally, they are committed to working with NGO’s and social enterprises on community projects. 
While IKEA demonstrates strong transparency and stakeholder engagement, its governance model remains primarily corporate-led rather than stakeholder-led. Transparency is largely achieved through ESG reporting and structured consultation processes rather than shared decision-making authority. Therefore, IKEA aligns strongly with the principles of accountability and disclosure, but only partially with the deeper regenerative idea of distributed stakeholder governance.


2.6 [bookmark: _Toc231130273]Argument for new Strategic Vision
Following on from the critique of IKEA in 2.2 againsgt the four key pronciples of sustainability for Business, the following section offers an informed argumengt for a new strategic vision which is underpinned with sustainability. Firstly, key challenges will be identified for IKEA followed by justified reasoning for a business case for sustainability. Following this, both the external environment will be analysed and both challenges and opportunities will provide a focus for the strategic vision. This is done through the use of PESTLE and SWOT. 
The report will also consider the positioning of the organisation through its strengths and weaknesses in order to meet these challenges. Finally, recommendations of ways that IKEA can promote values creation will be discussed and Stakeholder consideration will be outlined. 
[bookmark: _Toc231130274]2.3.1 What the challenges for sustainability are for this organisation
IKEA’s key sustainability challenge is the transition from a global, linear, efficiency-driven retail model to a regenerative, circular, and locally embedded system that aligns environmental restoration with social value creation, while maintaining affordability, scale, and profitability. This following section will break this statement down to identify 8 key challenges which sit within this; an over-reliance on a linear, global supply chain model, being able to scale circular economy initiatives beyond just a pilot level, high dependency on resoyurces and increasing environmental pressure, a transtiioln from sustainmability to regeneration, the gap bin stakeholder decision making and goivernance, regulatory and compliance pressure, profitability pressure versus sustainability initiatives and reputational risk through greenwashiong. 
These challenges have been explored and a full SWOT is included in Appendices 1. Manhy of the challenges included below can be seen within this model. 
2.3.1.1 Reliance on a linear, global supply chain model
One of IKEA’s biggest challenges is that its business model still depends on sourcing of raw materials such as wood, cotton and metals globally which causes highly embedded carbon emissions. Additionally, IKEA still participate in large-scale manufacturing across many different countries which increases their vulnerability to supply chain disruption due to political influences and war.
Finally, IKEA also rely on long-distance transportation and distribution of materials and products. All of these points, even with some circular initiatives, remain fundamentally linear which remains a key challenge. 

2.3.1.2 Scaling circular economy initiatives beyond pilot level
As aforementioned, IKEA already has strong circular programmes such as; buy-back, repair and resale which shows a positive direction for their sustainable circularity. However, there still remain challenges. 
Firstly, many of their re-use hubs are stocked with ex-display rather than the authentic ‘Buy-Back’ products. Additionally, the buy-back procedure is lengthy as the items have to be returned assembled and not flat pack. This makes it very difficult for customers to return items and they would also incur a cost of transportation most of the time which may deter customers from taking part in this initiative.
Additionally, these suggested circular systems are not yet IKEA’s dominant business model and instead it sits alongside their linear model rather than replacing it. In reflection of this, the resale and repair sales remain smaller than new product sales and reverse logistics often add complexity and cost at global scale. The key challenge here, then, is to move further away from the linear model to adopt a fully circular model. 

2.3.1.3 Resource dependency and environmental pressure
As aforementioned, IKEA is heavily dependent on natural resources such as timber, cotton and metals. The key chanllenge here is ensuring materials are truly renewable, responsibly sourced, and ideally regenerative rather than simply “less harmful.”
FSC Woodland is currently being investigated for its authenticity by Greenpeace as there is concern developing over this. 

2.3.1.4 Transition from sustainability to regeneration
Most IKEA sustainability strategies focus on reducing emissions, improving efficiency and using certified materials. However this framework highlights the deeper challenge of moving from “doing less harm” to actively restoring ecosystems and communities.
This is a strategic transformation challenge, not just an operational one. IKEA has the challenges to move from sustainability informed to a regenerative vision. 

2.3.1.5 Governance and stakeholder participation gap
Evidence suggests that IKEA has particular strength in ESG reporting and supplier standards (IWAY). However, key decision making still remains centralised and heavily corporate-led and compliance-driven. IKEA faces the challenge of moving from transparency to authentic shared decision making and co-governance. 

2.3.1.6 Regulatory and compliance pressure (tick-box risk)
IKEA also faces growing reporting burden with carbon disclosure rules which often leads to a risk of sustainability becoming too metric-driven rather than impact-driven. The increase of sustainability regulation for a company like IKEA does improve accountability but often encourages reporting over transformation which could be a key challenge to IKEA.

2.3.1.7 Cost and profitability pressure vs sustainability goals
IKEA’s core promise is affordable products for the many people but investing in a more sustainable culture could increase costs through greener materials, supply chain restructuring and circular logistics systems. All organisations need to make money to survive and the challenge here is to balance affordability for customers, one of their promises, with a deep and authentic sustainability transformation. 

2.3.1.8 Reputational risk (“greenwashing” scrutiny)
As a global sustainability leader, IKEA is exposed to public scrutiny of claims (climate positive, circularity) and an increased pressure to prove real impact beyond reporting. This emphasises the importance of authentic transformation and transparency.

2.3.2 [bookmark: _Toc231130275]A Business Case for Sustainability
For IKEA, sustainability is no longer just a reputational or ethical consideration but a core strategic business issue driven by cost pressures, regulation, resource dependency, and changing market expectations. 
A strong business case for sustainability at IKEA can be explained through three complementary theoretical lenses. Stakeholder Theory, developed by R. Edward Freeman (Freeman, 1984), argues that long-term business success depends on creating value for all stakeholders; customers, employees, suppliers, and communities, rather than prioritising shareholders alone. This means that sustainability becomes essential for maintaining trust and balancing competing interests.
 Shared Value Theory, proposed by Michael Porter and Mark Kramer, strengthens this argument by showing that social and environmental challenges such as resource scarcity, inequality, and climate change can be addressed through core business activities in ways that simultaneously enhance competitiveness, innovation, and profitability. 
Finally, Systems Thinking, associated with Donella Meadows (Meadows, 2008), explains that IKEA operates within interconnected economic, social, and ecological systems, meaning that long-term performance depends on the health of the wider system rather than isolated organisational efficiency. Together, these theories demonstrate that sustainability is not an external constraint but a strategic necessity that enables IKEA to create long-term value, strengthen resilience, and maintain competitiveness in a resource-constrained and highly regulated global environment.
For IKEA in particular, sustainability enables future business model innovation. New future models such as a service-based model (for example, furniture as a service where IKEA leases furniture instead of selling as ownership) , repair and refurbishment ecosystems and increased localised production networks promotes access over ownership as a key future model. 
Additionally, sustainability is linked to operational efficiency  and through lowering waste and extending product lifecycles, IKEA could lower material input costs, reduce transportation and logistics costs and increase value from existing resources. This helps maintains IKEA’s promise as a low-cost business model. Governments are tightening regulations regarding environments and ESG and a string strategic sustainability vision will help IKEA stay ahead of regulation rather than just react to it, which could even reduce costs of compliance penalties. Embedding sustainability also acts as a risk mitigation strategy. As IKEA depends heavily on global supply chains and natural resources sustainability will help reduce exposure to geopolitical instability, climate relate disruption and material shortage and even price volatility. Thus, ensuring both an ethical and risk mitigation strategy. 
There is also a change in consumer demand and expectation with more and more consumers expecting brands such as IKEA to demonstrate environmental responsibility and a consideration for ethical sourcing. This is becoming particularly dominant with the younger generations to whom IKEA often market to. 
A business case for sustainability is essential for IKEA because it enhances cost efficiency, reduces regulatory and supply chain risk, strengthens brand legitimacy, and enables long-term competitive advantage, while also supporting the development of new circular and service-based business models aligned with evolving consumer and regulatory expectations.

2.3.3 [bookmark: _Toc231130276]External environment challenges and opportunities
IKEA faces increasing external pressure from sustainability regulations, climate change, and resource scarcity. A full PESTLE analysis has been included in Appendices 2 which outlines all external challenges and opportunities. The following offers an insight into the main challenges and opportunities identified for IKEA many of which have been discussed earlier in this report. 
Growing environmental legislation and ESG reporting requirements require greater transparency and accountability throughout its supply chain, while dependence on natural resources such as timber and cotton exposes the business to risks associated with biodiversity loss, climate disruption, and rising material costs. As a global retailer, IKEA is also vulnerable to geopolitical instability and supply chain disruptions, creating challenges for maintaining both affordability and sustainability.
However, these challenges also create opportunities. Growing consumer demand for sustainable products, circular economy solutions, and ethical business practices provides IKEA with the opportunity to strengthen its market position through initiatives such as product take-back schemes, repair services, and furniture-as-a-service models. Advances in digital technology and material innovation further enable the company to improve resource efficiency, increase product longevity, and develop more circular systems of value creation.
Consequently, the external environment suggests that sustainability is no longer simply a compliance issue but a strategic opportunity. Businesses that successfully adapt to changing regulatory, environmental, and consumer expectations are likely to improve resilience, strengthen stakeholder relationships, and create long-term competitive advantage.

2.3.4 [bookmark: _Toc231130277]Strategic Capability to Respond to Sustainability Challenges
IKEA is well positioned to respond to sustainability challenges due to its strong global brand, established sustainability programmes, and significant investment capacity. Initiatives such as Buy Back & Resell, Circular Hubs, responsible sourcing programmes, and social entrepreneurship partnerships demonstrate that the company has already begun transitioning towards more circular and stakeholder-focused business models. Furthermore, its scale, supply chain influence, and customer reach provide opportunities to accelerate sustainable innovation and influence industry-wide change.
However, IKEA's global business model also presents challenges. The company remains heavily reliant on complex international supply chains, large-scale resource consumption, and high sales volumes to maintain its low-cost proposition. This creates tensions between affordability, growth, and sustainability objectives. While IKEA has made significant progress in reducing environmental impacts, further transformation is required to move beyond efficiency improvements and towards regenerative systems that prioritise resource circulation, stakeholder participation, and long-term value creation.

2.3.5 [bookmark: _Toc231130278]Regenerative Value Creation Propositions
These value creation propositions translate the proposed sustainability principles into practical business opportunities. Rather than viewing value solely in financial terms, they recognise that long-term organisational success depends on creating economic, social, environmental, and governance value simultaneously. In doing so, they reflect the four pillars of sustainability by promoting economic resilience through new business models, strengthening communities through collaboration and co-creation, supporting environmental regeneration through resource circulation and longevity, and enhancing governance through greater transparency and stakeholder participation. Together, these propositions provide a framework for creating shared and lasting value for both the organisation and its wider stakeholder network.
2.3.5.1. Value Through Longevity Rather Than Consumption
Value is created by extending product lifecycles through repair, refurbishment, resale, and modular design. Rather than generating revenue primarily through new product sales, IKEA could create value by helping customers maximise the usefulness and lifespan of products, reducing resource consumption while strengthening customer relationships.
2.3.5.2 Value Through Access Rather Than Ownership
Building on furniture rental, subscription services, and product-as-a-service models, value is created through access to functionality rather than ownership of products. This reduces material demand while creating recurring revenue streams and increasing resource utilisation.
2.3.5.3 Value Through Local Resource Ecosystems
Value is generated by retaining materials, skills, and economic activity within local communities through repair hubs, refurbishment centres, community workshops, and social enterprise partnerships. This strengthens local resilience while reducing waste and transport impacts.
2.3.5.4 Value Through Stakeholder Collaboration
Value is co-created with customers, communities, suppliers, and social enterprises through participatory decision-making and collaborative innovation. This generates social capital, trust, local knowledge, and competitive advantages that are difficult for competitors to replicate.

Collectively, these propositions shift IKEA's value creation model from one based primarily on product volume and resource throughput towards one centred on longevity, access, collaboration, and resource circulation. This creates economic value for the business while simultaneously generating social and environmental benefits for stakeholders, aligning with the principles of regeneration and long-term sustainability.

[bookmark: _Toc231130279]2.3.6 Stakeholder consideration.
The proposed strategic vision seeks to create value across a broad range of stakeholders rather than prioritising shareholders alone. Customers benefit through increased access, repair, refurbishment, and service-based offerings, while communities gain opportunities for participation, skills development, and local economic activity. 
Employees and suppliers would play a key role in delivering circular and regenerative business models, although this may require investment in new capabilities and ways of working. Investors may face short-term implementation costs but stand to benefit from improved resilience, reduced resource risks, and long-term value creation. 
A stakeholder impact assessment is provided in Appendices 3. This approach aligns with Stakeholder Theory by recognising that sustainable business success depends on creating value for all participants within the system rather than a single stakeholder group.

[bookmark: _Toc231130280]3.0 Conclusion
In conclusion, while IKEA has made significant progress in embedding sustainability within its operations, increasing environmental, social, and regulatory pressures require a more transformative approach. This report has argued that moving towards a regenerative business model, underpinned by value in longevity, community co-creation, local living resource ecosystems, and transparent stakeholder decision-making, presents an opportunity to create greater long-term value for both the organisation and its stakeholders. By leveraging its existing strengths and responding proactively to emerging challenges, IKEA can strengthen its resilience, competitiveness, and contribution to sustainable development while creating shared value across economic, social, environmental, and governance dimensions.
To support this transition, IKEA should prioritise service-based business models, local resource ecosystems, collaborative stakeholder governance, and performance measures that reward long-term value creation rather than sales volume alone.Top of Form

Bottom of Form


[bookmark: _Toc231130281]4.0 Reference List


[bookmark: _Toc231130282]5.0 Appendices
[bookmark: _Toc231130283]5.1 SWOT Analysis of IKEA
Strengths 
1. Strong global brand
IKEA is one of the world’s most recognisable furniture brands, associated with affordability, design, and functionality.
2. Cost leadership & efficient supply chain
· Highly optimised global supply chain 
· Economies of scale from standardised products 
· Flat-pack design reduces transport and storage costs 
3. Strong sustainability and circular economy positioning
· Buy Back & Resell schemes 
· Circular Hubs in stores 
· Commitment to becoming climate positive 
· Increasing focus on renewable materials 
4. Vertical integration and supplier relationships
· Long-term supplier partnerships 
· IKEA IWAY code of conduct improves consistency and control 
5. Strong digital transformation
· Online retail expansion 
· Integrated physical + digital shopping experience 
· AR tools for product visualisation 

Weaknesses (internal limitations)
1. Heavy reliance on global supply chains
· Long-distance sourcing increases carbon footprint 
· Exposure to geopolitical and logistics disruptions 
2. Perception of “fast furniture”
· Despite sustainability efforts, IKEA is still associated with mass consumption and disposability 
3. Product durability concerns
· Some products perceived as lower quality compared to premium competitors 
4. Centralised decision-making
· Limited stakeholder influence in governance structures 
· Sustainability is still largely corporate-led rather than community-led 
5. Complexity of sustainability execution
· Difficult to fully align global scale with circular/regenerative ambitions 

Opportunities (external positives)
1. Growth in circular economy demand
· Increasing consumer interest in reuse, repair, and resale models 
· Expansion of product-as-a-service models (renting furniture, subscriptions) 
2. Urbanisation and small-space living
· Demand for multifunctional, space-saving furniture in cities 
· Strong fit with IKEA design philosophy 
3. Sustainability regulation and ESG pressure
· Stronger ESG requirements create advantage for early adopters 
· IKEA already ahead in reporting and circular initiatives 
4. Expansion of “access over ownership” models
· Furniture leasing / subscription models 
· Shared economy integration 
5. Localised production potential
· Nearshoring or regional supply chains could reduce emissions and increase resilience 

Threats (external risks)
1. Rising raw material and transport costs
· Inflationary pressure on wood, metals, and logistics 
2. Intense competition
· Amazon, Wayfair, local furniture retailers, and fast-growing online competitors 
3. Supply chain disruption
· Geopolitical instability 
· Climate-related disruptions to materials (especially forestry and cotton) 
4. Increasing sustainability regulation
· Carbon taxes and stricter environmental compliance requirements 
5. Reputation risk (“greenwashing” scrutiny)
· Claims about sustainability and circularity are heavily scrutinised 
· Gap between ambition and full system transformation
[bookmark: _Toc231130284]5.2 PESTLE Analysis
P – Political factors
1. Increasing environmental regulation
· Governments are tightening rules on carbon emissions, deforestation, and waste
· EU Green Deal and circular economy policies directly affect IKEA’s operations
· Pressure for extended producer responsibility (EPR) for furniture waste
2. Trade and geopolitical instability
· IKEA relies on global sourcing → exposed to tariffs, sanctions, and trade disruptions
· Post-Brexit trade friction affects UK logistics and costs
3. Government sustainability incentives
· Subsidies and incentives for renewable energy and low-carbon materials
· Policy support for circular economy business models
Sustainability impact
Political forces are pushing IKEA towards lower-carbon, circular, and more transparent supply chains, but also increasing compliance complexity.

E – Economic factors
1. Cost of raw materials
· Rising costs of wood, steel, cotton, and transport fuel
· Inflation increases pressure on IKEA’s low-price model
2. Consumer affordability pressures
· Cost-of-living crisis reduces discretionary spending
· IKEA benefits from “value-for-money” positioning
3. Growth of circular economy markets
· Second-hand furniture and rental models are growing
· Opportunity for “access over ownership” business models
4. Supply chain efficiency pressures
· IKEA’s low-cost model depends on scale and global logistics efficiency
Sustainability impact
Economic pressures are pushing IKEA to balance affordability with sustainable sourcing and circular models, especially as resource costs rise.

S – Social factors
1. Changing consumer values
· Increased demand for ethical, sustainable, and transparent brands
· Younger consumers prefer circular and repairable products
2. Urbanisation and lifestyle change
· Smaller living spaces increase demand for multifunctional furniture
· Growth in renting rather than owning homes supports modular design
3. Demand for corporate responsibility
· Consumers expect companies to address climate change and inequality
· Reputation strongly linked to sustainability credibility
4. Social equity and inclusion expectations
· Pressure for fair labour practices and inclusive supply chains
Sustainability impact
Social trends strongly support IKEA’s shift toward circularity, co-creation, and social value creation, aligning with your community co-ownership principle.

T – Technological factors
1. Digital transformation of retail
· Growth of e-commerce and omnichannel retail
· IKEA uses AR apps to visualise furniture in homes
2. Circular technology innovation
· Digital product tracking for reuse and resale
· Platforms for Buy Back & Resell schemes
3. Smart materials and sustainable innovation
· Development of biodegradable, recycled, and renewable materials
· Innovation in low-carbon production technologies
4. Data-driven supply chain optimisation
· AI and analytics used to reduce waste and improve efficiency
Sustainability impact
Technology enables IKEA to move toward a more circular and resource-efficient system, but full integration into local ecosystems is still developing.

L – Legal factors
1. ESG and sustainability reporting requirements
· Mandatory climate and sustainability disclosures increasing in the EU and UK
· Corporate Sustainability Reporting Directive (CSRD)
2. Product responsibility legislation
· Extended Producer Responsibility (EPR) laws require companies to manage product lifecycle waste
3. Labour and human rights regulation
· Supply chain labour standards (especially in developing countries)
· Ethical sourcing requirements (IWAY standards)
4. Environmental compliance laws
· Restrictions on deforestation-linked materials
· Carbon reporting obligations
Sustainability impact
Legal pressures are pushing IKEA toward greater transparency, circular design, and supply chain accountability, but also increasing compliance burden (tick-box risk).

E – Environmental factors
1. Climate change impact
· Supply chain vulnerability (forests, agriculture, transport disruption)
· Pressure to reduce carbon emissions across entire value chain
2. Resource depletion
· Dependency on wood, cotton, and other natural materials
· Need for sustainable forestry and regenerative sourcing
3. Waste and circularity challenges
· Furniture waste is a major environmental issue globally
· IKEA must reduce landfill contribution through reuse and repair systems
4. Biodiversity loss
· Forest sourcing impacts ecosystems
· Increasing demand for biodiversity protection in supply chains
Sustainability impact
Environmental factors are the strongest driver of IKEA’s transformation toward circular and regenerative systems, directly linking to your “Local Living Resource Ecosystems” principle.

[bookmark: _Toc231130285]5.3 Stakeholder Impact Matrix
	Stakeholder
	Impact of Plan
	Benefits
	Potential Concerns

	Customers
	Access, repair, leasing, resale
	Lower lifetime costs, greater flexibility
	Less emphasis on ownership

	Employees
	New skills and service roles
	Job development, engagement
	Need for retraining

	Communities
	Repair hubs, co-creation
	Local jobs, social capital
	Resource commitment

	Suppliers
	Circular supply chains
	Long-term partnerships
	Adaptation costs

	Investors
	New business models
	Resilience, risk reduction
	Short-term investment costs

	Environment
	Reduced waste and resource use
	Regeneration and circularity
	N/A
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