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1. [bookmark: _Toc234759087]Introduction
IKEA is one of the world’s largest furniture retailers. The company selling furniture, kitchen products, home accessories and many other products for the home. IKEA has 504 stores in 63 markets around the world (IKEA, nd). Some of its largest markets are Germany, the United States, France and the United Kingdom (Statista, 2026). The company is well known for offering useful products at affordable prices.
Management accounting means using and explaining financial information to help managers make business decisions (Weetman, 2013, p. 436). This is important because it help businesses plan, control costs and make decisions about future activities.
IKEA operates in the furniture retail industry. The company has around 7.5% of the global furniture market (Scrivner, 2025). In the financial year 2025, IKEA retail sales was €44.6 billion (IKEA, 2025). IKEA competes with companies such as JYSK, Wayfair and Amazon, because they also sell furniture and home products. As a global company, IKEA needs good management accounting to manage many stores, suppliers and employees in different countries. Managers use this information to control costs, plan future activities and support business growth. This also helps IKEA stay competitive in the global furniture market (Weetman, 2013).
Management accounting helps IKEA control costs, plan budgets and make better business decisions. This report will discuss IKEA costs, budgeting, performance measurement, sustainability and management accounting decisions.
2. [bookmark: _Toc234759088]Cost Analysis and Business Model
IKEA revenue comes mainly from selling furniture, home accessories, kitchen products and home decorations. Customers can buy products an physical stores and online. Ikea also earns money from restaurants, Swedish food shops, home delivery and planning services (Strategyzer, nd.). The company follows a high-volume sales strategy. It sells many products at affordable prices, which helps increase revenue and attract a large number of customers. 
IKEA uses a cost leadership business model. The main goal to offer good quality products at low prices. One important reason Ikea can do this is the flat-pack concept. Products are packed into flat boxes, which reduces transport and storage costs. Customers also assemble the furniture themselves, so Ikea needs fewer assembly services. Another reason is that IKEA buys materials in large quantities and works with suppliers all over the world. According to IKEA (nd), the company also improves its value chain to make production, transport and logistics more efficient. These decisions help Ikea reduce costs and stay competitive. This business model also helps IKEA attract more customers because the products are affordable for many people. Selling a large number of products helps the company increase sales while keeping costs under control. Management accounting supports these decisions by helping managers monitor costs and improve business performance (Atrill and McLaney, 2021).
IKEA has both fixed and variable costs. Fixed costs are expenses that normally stays the same even if sales change. These include rent for large stores and warehouses, permanent staff salaries, insurance, technology systems and store maintenance (Inter IKEA, 2025). Ikea must pay these costs even during slower sales periods.
Variable costs change depending on the number of products sold. They include raw materials such as wood, metal and textiles, packaging, transport, delivery and manufacturing costs (Inter IKEA, 2025). When sales increase, these costs also increase because Ikea needs to produce and deliver more products.
Management accounting is very important for Ikea because it help managers understand where money is spent and where costs can be reduced. Managers compare planned costs with actual costs, prepare budgets and monitor business performance. This information helps Ikea to make the better decisions about pricing, purchasing, production and cost control. As a result, the company can keep prices affordable while remaining profitable (Inter IKEA, 2025).
3. [bookmark: _Toc234759089]Budgeting and Financial Planning
Budgeting is an important part of management accounting. Its helps managers plan income and spending. It also help managers compare planned results with actual results and make better business decisions (Atrill and McLaney, 2021). This is important for IKEA because the company has many stores, suppliers and customers in different countries.
IKEA compares its financial results every year. In FY25, revenue was €26.306 billion, comparing with €26.538 billion in FY24 (Inter IKEA Holding B.V., 2025). However, operating cost increased from €3.151 billion to €3.253 billion. The cost of raw materials and consumables also increased from €21.048 billion to €21.328 billion (Inter IKEA Holding B.V., 2025). This means IKEA spent more money in FY25, even though revenue was lower.
There are a few reasons for this. IKEA invested more money in digital development, sustainability and retail operations. The company also bought IKEA Retail Baltics, which increased the number of employees. Inflation in some countries also increased costs (Inter IKEA Holding B.V. 2025).
Budgeting helps IKEA understand this changes. Managers compare the budget with the actual results and look for any differences. This helps them decide where they can reduce costs and where they need to invest more money. Budgeting also helps IKEA plan future projects and control spending. This supports better business decisions and helps the company achieve its goals (Weetman, 2013).
Budgeting also helps IKEA plan future investments and manage cash flow. Managers can see if the company has enough money for new projects, technology and business development. This reduces financial risk and helps IKEA prepare for future changes in the market (Atrill and McLaney, 2021).
4. [bookmark: _Toc234759090]Performance Measurement and Decision Making 
Performance measurement is important because its helps managers understand how well the business is performing. Managers use financial information to compare results, control costs and make better business decisions (Atrill and McLaney, 2022). IKEA also uses this is information to see what has changed from one year to another.
One important KPI is revenue. In FY25, IKEA’s revenue was €26.306 billion, compared with €26.538 billion in FY24 (Inter IKEA Holding B.V., 2025). Revenue become slightly lower, but IKEA continued to offer lower prices to customers. This help the company keep strong sale in many markets.
Another important KPI is operating income. Its decreased from €2.339 billion in FY24 to €1.725 billion in FY25 (Inter IKEA Holding B.V., 2025). Net income also decreased from €2.199 billion to €1.496 billion. This happened because operating cost become higher during year. At the same time, IKEA continued to invest in digital development, sustainability and retail operations.
IKEA also looking at operating costs. In FY25, operating costs increased from €3.151 billion to €3.253 billion (Inter IKEA Holding B.V., 2025). This shows that the company spent more money than in the previous year. Managers can use this information to control future spending and improve business performance.
These KPIs help IKEA make better business decisions. Managers can compare the results with previous years and understand where the business is doing well and where improvements are needed. This information also help IKEA plan future budgets, control costs and support long-term business growth (Weetman, 2013).
Performance measurement also helps managers identify problems early. If one KPI becomes weaker, managers can investigate the reason and makes changes before the problem becomes bigger. This supports better planning and improves future business performance (Atrill and McLaney, 2022).
5. [bookmark: _Toc234759091]Sustainability and Ethical Considerations
Sustainability is important for IKEA because the company selling millions of products every year and uses a lot of materials, energy and transport. IKEA wants to reduce its impact on environment and become a more sustainable business. According to IKEA’s Sustainability Strategy, the company want to create a better everyday life for people while protecting the environment (Inter IKEA Systems B.V. 2025).
IKEA’s sustainability strategy focuses on three main areas. The first is helping people live a healthier and more sustainable life. The second is reducing climate impact and using materials more responsibly. The third is creating a fair and equal business for workers, suppliers and customers (Inter IKEA Systems B.V., 2025). This goals help IKEA improve both its business performance and its social responsibility.
Management accounting also supports sustainability. Managers can prepare budgets for renewable energy, recycling projects and new product development. They can also compare planned spending with actual spending and see if sustainability projects are achieving their goals (Weetman, 2013). This information help managers make better business decisions.
However, sustainability also creates some challenges. Many sustainable materials and new technologies can cost more money. IKEA needs to find the right balance between keeping prices affordable and investing in sustainability. Good management accounting helps managers control this costs and make better long-term decisions (Atrill and McLaney, 2021).
Overall, sustainability is an important part of IKEA’s business strategy. It helping the company reduce environmental impact, support people across the supply chain and continue growing in a responsible way (Inter IKEA Systems B.V., 2025).
Sustainability can also improve IKEA’s reputation. Many customers prefer companies that care about the environment and society. This can increase customer trust and support long-term business growth. Management accounting helps managers measure these projects and understand if they are achieving the expected results (Inter IKEA Systems B.V., 2025).
6. [bookmark: _Toc234759092]Recommendations
Based on this report there are several recommendations for IKEA. First, IKEA should continue using budgets to control costs. Managers should compare planned costs with actual costs more often. This will help the company find problems early and reduce unnecessary spending (Atrill and McLaney, 2021). 
Second, IKEA should continue investing in digital technology. Better digital systems can help managers improve stock control, reduce waste and make better business decisions. This can also improve customer service and business performance (Inter IKEA Holding B.V., 2025).
Third, IKEA should continue investing in sustainability. The company should keep using renewable materials, reduce waste and improve recycling. Management accounting can help managers monitor this costs and measure the results of sustainability projects (Inter IKEA Systems B.V., 2025).
Finally, IKEA should continue reviewing its prices and operating costs. The company wants to keep products affordable but it also needs to remain profitable. Management accounting can helps managers find the right balance between low prices, business growth and profit. This is recommendations can help IKEA improve its financial performance while continuing to support sustainability and business growth. Management accounting will continue to play an important role in future decision making.
7. [bookmark: _Toc234759093]Conclusion
This report discussed how management accounting supports IKEA and its business decisions. The report explained that IKEA uses a cost leadership business model and sells good quality products at affordable prices. Management accounting helps the company understand its costs, prepare budgets and monitor business performance. The report also compared IKEA’s financial performance in FY24 and FY25. Although revenue became slightly lower, operating costs increased because IKEA continued to invest in digital development, sustainability and retail operations. This shows why budgeting and cost control are important for the company. Finally, the report discussed sustainability and ethical responsibility. IKEA wants to reduce its impact on the environment and create a more responsible business. Management accounting supports these goals by helping managers plan budgets, control costs and make better business decisions. Management accounting also helps IKEA respond to changes in the market and plan for the future. It gives managers useful information for everyday decisions and long-term planning. This is one of the main reasons why management accounting is important for a global company like IKEA.
Overall, management accounting is very important for IKEA. It helps the company improve performance, control costs, support sustainability and achieve its long-term business goals.
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