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[bookmark: _Toc236361026]Figure 1: Poster
(Source: Author)
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[bookmark: _Toc236366316]Element 2: Analysis of Segmentation, Targeting, Differentiation, and Positioning (STDP) for the Brand Extension
IKEA Circular Living is a proposed new product portfolio extension introduced under the existing IKEA brand name. Circular Living would be a new range of circular furniture products that would be modular, repairable, reusable and refurbished, to be in use for longer and reduce furniture waste. Besides customers buying this furniture assortment, they could also subscribe or rent selected products from a flexible subscription formula. Consequently, the extension represents a new product offering which would be supported with a circular service portfolio.
[bookmark: _avrgvdx4ldng][bookmark: _Toc236366317]2.1 Market segmentation
[bookmark: _9riyeoywcs0]Geographic segmentation
IKEA Circular Living plan will be first implemented in fast growing urban markets. The density of urban markets and urban population migration will require modular furniture solution to cater for flexible and space saving home requirement (IKEA 2024). Dense urban cities besides offering concentrated customers would result in more efficient reverse logistics for collection, maintenance and upgrading of furniture (Patwa et al., 2020). Also, already existing urban presence of IKEA drives larger accessibility, though the concept requires local adaption to infrastructure, local perception of ownership and the cognisance of sustainability.
[bookmark: _fj2ci7pvzoz1]Demographic segmentation
The primary demographic segment are Millennials and Generation Z residents aged between 25 and 45, including students, young entry-level professionals and first-time families who are likely to experience lifestyle changes. As digital familiarity and access-based consumption increase among consumers, furniture subscription seems to be an option (Baek and Kim, 2022). Meanwhile, different with standard digital services like Netflix, furniture requires physical ownership expectations as well as hygiene standards, long-term durability and emotional bonding.
[bookmark: _cs61wabbzgev]Psychographic segmentation
The customers of IKEA Circular Living would be the customers with the value of being concerned about the environment would be minimalistic-creative and eco-living (IKEA, 2023). Nonetheless, pure environmental attitude may not be sufficient catalyst of adopting, considering product quality, ease of use and product price consciousness (Macca et al., 2026). IKEA could create these enablers by means of refurbishment guarantees, liability period & life cycle information disclosure and low-cost subscription plans.
[bookmark: _glpqee2k08id]Behavioural segmentation
IKEA Circular Living’s target market is the mass market of bulk purchase consumers of furniture, high mobility, best convenience and sustainable consumption. The primary segments are students, working young adults, low-income temporary residents and existing customers who are known to IKEA’s cost-quality balance. However, subscription furniture models may lead to feelings of ownership, fixity and self-expression being threatened and become difficult to adopt for many (Liu, Ishak and Yahaya, 2025). Thus, IKEA should lower the adoption barriers by offering contracts with non-commitment, repairs, loyalty benefits and clear information on the product’s life-end.
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[bookmark: _5qh5mgy3a9q0][bookmark: _Toc236361027]Figure 2: IKEA Market Segmentation
(Source: Author)
[bookmark: _hy3onvoh5rfp][bookmark: _Toc236366318]2.2 Targeting strategy 
IKEA Circular Living in the first period should apply a differentiated targeting strategy by addressing primarily to urban Millennials and Generation Z’ consumers, e.g. students, youngsters, young couples and newly formed families. This segment is attractive from strategic point of view, as well as a sustainable alternative demand growth (Nair et al., 2023). Younger consumers are interesting in terms of digital use, lifestyle flexibility and the increasing preference for sustainable consumption. Older homeowners might offer higher value purchases but might also exert more dominance over ownership. Business customers is another segment that could be targeted as they demand larger volumes of furniture, more frequent replacement timelines and potentially more consistent income streams (Gonen, Tavor and Spiegel, 2024).  Nonetheless, this market could indeed require sophisticated contractual arrangements and tailored services, replacing the singular customer approach of the brand. 
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[bookmark: _7xopgmktsrtj][bookmark: _Toc236361028]Figure 3: IKEA Targeting Strategy 
(Source: Author)
[bookmark: _y0fmalje5og4][bookmark: _Toc236366319]2.3 Differentiation strategy
IKEA Circular Living can exemplify the unique value proposition by combining cost effective, easy-to-use, sustainable and trustworthy characteristics to those in the circular furniture market. Unlike traditional furniture sellers which mainly advocate owning furniture once, IKEA can also provide flexible access to furniture through subscription, repair, reuse and refurbishment. In comparison to high end sustainable furniture brands, which often deliver environmentally sustainable products at a premium cost (Hitka et al., 2024).  IKEA’s strength is enabling common customers to access the concept of circular consumption. Although the flexibility of furniture rental, the latter concept would not be as widely recognized as IKEA’s global brand and supply chain capability and freshness. This extensive scale of operation, customer relations and refurbishment network offer important strategic values. Hence, through making sustainability a viable and affordable proposition for all everyday life, this concept has the potential to deliver competitive advantage for the brand.
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[bookmark: _nsa13sw3tyz5][bookmark: _Toc236361029]Figure 4: IKEA Differentiation Strategy
(Source: Author)
[bookmark: _u4ylc91b1qrn][bookmark: _Toc236366320]2.4 Positioning strategy
On this basis, IKEA Circular Living should be positioned as an accessible, credible circular furniture solution that facilitates sustainable living without sacrificing affordability or convenience. According to positioning theory, the brand should establish a distinct position by bridging the needs of target customers with the differences among competitors and a unique value offering. The brand should aim for an intermediate position between traditional ownership and expensive sustainable choices where it can facilitate flexible access, repair and refurbishment (Barbaritano and Savelli, 2021).  However, IKEA Circular Living should address concerns about substandard quality, hygiene restrictions, and doubts about the sustainability message.
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[bookmark: _8bh4wqz6hmjx][bookmark: _Toc236361030]Figure 5: IKEA Positioning Strategy
(Source: Author)
[bookmark: _trpd307zyna2][bookmark: _Toc236366321]Element 3:  4Ps Marketing Mix
[bookmark: _a6ulcsiw9uzb][bookmark: _Toc236366322]3.1 Product
The Three Levels of Product Model helps in identifying the core benefit, actual product attributes, and augmented services that the product provides, which helps in satisfying the needs of customers and creating value by enhancing the consumption experience (Kardinasari and Fachira, 2023). IKEA Circular Living will utilize this model to design a sustainable furniture as a service brand extension that facilitates customers in accessing, using, maintaining and returning the furniture in the framework of a circular economy.
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[bookmark: _ha25pk6hk5v8][bookmark: _Toc236361031]Figure 6: Three Levels of Product Model
(Source: Kardinasari and Fachira, 2023)
Core Product:
IKEA Circular Living will offer the customers the fundamental value of convenient, cost-effective, and sustainable access to furniture without the necessity of ownership throughout (Marquis, 2025). This will meet needs of shifting lifestyles of consumers especially urbans Millennials and Genz people that tend to relocate, have lived in confined area and seek more sustainable consumption pattern. Its core value lies in not a possession of furniture but convenience, reduced carbon footprint and to cater to the changing personal requirements of consumers.
Actual Product:
The actual product will be the subscription-based furniture packages, such as modular furniture, home office packages, student living packages, family furniture. The products will be designed in durable materials and following circular designs for facilitating reuse, refurbish and repair. Digital lifecycle information of the products will be included on the product allowing consumers to know about the history, care required, and environmental impact of the product (Zhao and Liu, 2025). Compared to traditional furniture retailers that sell mainly new products, the offering of IKEA Circular Living would be differentiated by the flexibility, product durability and sustainability of design.
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[bookmark: _bmznkvaxdueo][bookmark: _Toc236361032]Figure 7: Proposed Product of IKEA
(Source: Author)
Augmented Product:
The augmented product will consist of added services to the product such as furniture collection, refurbishment warranty, customer accounts supported digitally, subscription plan management through the IKEA Mobile application, etc. Customers would receive C2C/ peer-to-peer suggestions based on their lifestyle needs, furniture usage, and on-going product reviews. Trust and reduce customer concerns about quality, hygiene, and reliability of re-used furniture with existing brand reputation, customer service, and sustainability/image programs (IKEA, 2023). Additionally, by providing clear product life- cycle information through tracking the product, IKEA will increase customer trust related to responsible consumption. As a result, the IKEA Circular Living concept effectively transforms furniture from a single purchase to a long-term customer relationship, through closing the loop in a circular economy.
[bookmark: _i9uv00d53fdl][bookmark: _Toc236366323]3.2 Price 
IKEA Circular Living will also use a value-based and flexible subscription pricing strategy which will likely appeal to urban Millennials, Generation Z and sustainability-focused consumers. Accessibility is critical to adoption in furniture purchase made difficult by high up-front investment and a subscription model will enable customers access quality furniture in affordable monthly payments (Li et al., 2020). Price levels will range from £15 to £80 per month, depending on packages (student housing, professional home-office, family furniture). In addition, compared to premium sustainable furniture at even higher price points, IKEA’s cost leadership edge through supply chain efficiency and economies of scale can easily create affordable circular solutions (IKEA, 2025). This is also an example of differentiated pricing such that prices are tailored to different customer needs and values (Chen, Zhang and Wu, 2024). Nonetheless, balance remains key in keeping the affordability while covering costs for refurbishment, logistics, and maintenance solely to ensure profitability.
[bookmark: _191g9yklbpxa][bookmark: _Toc236366324]3.3 Place 
IKEA Circular Living will employ a hybrid-distribution strategy that will include physical IKEA stores, within the given boroughs of London, Manchester, Birmingham, and Glasgow, with digital services and circular service networks. The hybrid-distribution strategy will broaden the market and provide greater accessibility and reduce accessibility barriers, by making its furniture subscription services more accessible through multiple different channels (Zhang et al. 2023). IKEA will further develop its reverse logistics by building regional refurbishment facilities, optimizing transport and stock management, and completely linking the circular process to the electronic subscription management. Refurbishment centres will enable IKEA to receive, recover, refurbish, repair, and redirect the furniture, and transport systems. Cooperation with logistics suppliers and platforms, e.g. by expanding the existing consumer delivery network and establishing partnerships with third-party last-mile delivery providers, will facilitate a deeper market penetration and a wider service availability. The application of the selective distribution policy will, at first, be limited to only high-density urban areas. This may help to lower the operational risk and improve the efficiency in the arise source selling circular furniture market in which reverse logistics issue may be complicated (Liu et al, 2025). However, it possibly involves high operating cost, a heavy dependence on logistics capability, limited coverage of rural areas and the risk of different customer experiences between the channels. The strategy allowed IKEA to gain the convenience, accessibility and scalability without sacrificing the control of brand and operational efficiency.
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[bookmark: _8a26u21d73cz][bookmark: _Toc236361033]Figure 8: IKEA Circular Targeting Strategy
(Source: Author)
[bookmark: _bcvkf8g9dbl6][bookmark: _Toc236366325]3.4 Promotion 
IKEA Circular Living will proceed with digital-first promotion plan by referring to the concept of AIDA promotion model to enhance the promotion plan for attracting curiosity and launching for subscribing among the urban Millennials/Generation Z consumers. According to the AIDA stage, awareness, interest, desire and action will generate customer participation and purchase behaviour (Cuofano, 2020). The key messages derived at IKEA Circular Living that “offer sustainable living under Low cost” and “supplier of furniture that suits your lifestyle” will be delivered by promoting flexible subscriptions, furniture reuse and refurbishment, sustainability reducing to the environment.
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[bookmark: _pilctlii6bii][bookmark: _Toc236361034]Figure 9: AIDA Model
(Source: Cuofano, 2020)
[bookmark: _b7ocitpk0ia5][bookmark: _Toc236366326]The brand awareness and inclusion will be increased using sustainability-based influencers, such as Immy Lucas, customer testimonials, and competition and IEA Family loyalty membership. All social consciousness will be improved through the #LiveCircularWithIKEA campaign, with digital marketing campaign to target a broader consumer base and a higher awareness of the Circular Living on all the platforms (Google, YouTube, Instagram, TikTok, Facebook). There will be introductory promotions (15 to 20% discount on subscription fees, referrals reward, and Circular Living package free trials) to foster customer adoption. IKEA will employ a digital storytelling to illustrate the refurbishment, installation, maintenance processes, product utility throughout their life cycles, customer stories. Thus, IKEA Circular Living will follow this guideline to differentiate itself from mass-market woody furniture stores emphasizing consumption driven by ownership.
Element 4: Reflection
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[bookmark: _rxacmeoeufzc][bookmark: _Toc236361035]Figure 10: Gibbs Reflective Cycle
(Dutta, He and Tsang, 2023) 
[bookmark: _1k8r408zgubq][bookmark: _Toc236366327]4.1 Description
The strategies I used to construct the IKEA Circular Living sustainable brand extension strategy were standard marketing theory tools such as STDP analysis, product development tools and the marketing mix map. The task involved researching sustainability related challenges in the furniture industry, segmenting the market into relevant customers, and designing the circular-economy offering to reflect the IKEA brand. I also communicated the strategy to my fellow students by means of a poster presentation, which involved communicating marketing arguments clearly and concisely.
[bookmark: _kllt90drdm0p][bookmark: _Toc236366328]4.2 Feelings
At the beginning of the project, I felt a lot of difficulty in the sustainability brand extension I initially suggested, as I did not want to lose a commercial perspective by just pursuing the environmental aim. I was cautious as to whether furniture subscription would be welcomed by consumers given dominance of ownership, quality and cost issues in UK consumers. Looking into it using consumer research and marketing theories created more confidence within me for judgment of strategic decisions. I got much more confident with concisely summarizing and persuading my ideas during the preparation of the poster presentation.
[bookmark: _d9t6ff1an0ft][bookmark: _Toc236366329]4.3 Evaluation
The process of developing IKEA Circular Living was a great learning experience that strengthened my knowledge of sustainable marketing strategy & brand development. An aspect I believe I demonstrated well was using the STDP analysis to choose a target market that was ambitious but realistic, and to Rationalise strategic decisions. I also realized the dilemmas with Circular businesses such as reverse logistics, refurbishment expenses, and customer aversion to new concepts. Presenting my ideas on the poster sharpened my ability to communicate information graphically and visually. However, I could improve by providing stronger indications of market acceptance, more quantitative analysis, and more sophisticated presentation techniques.
[bookmark: _2k4s41g3sxy7][bookmark: _Toc236366330]4.4 Analysis
This project has enhanced my critical thinking skill, as it helped me to understand that marketing strategies. Developing IKEA Circular Living has helped me to realise that sustainability can be competitive advantaged if it is connected to customer value and business goal. The STDP analysis increased my consumer behaviour analysis skills, especially consumer positive attitude towards sustainability and green purchasing behaviour. Additionally, the marketing mix enhanced my knowledge of the integrated effort needed to ensure the success of a brand extension. The group poster presentation reinforced my teamwork and presentation skills as it made us prepare an easily understandable explanation of complex strategic concepts suitable for a broader audience. On the other hand, I realized that I should further develop my financial analysis and market data skills for future strategy evaluation.
[bookmark: _443ye01xd6gm][bookmark: _Toc236366331]4.5 Conclusion
Overall, the IKEA Circular Living project helped me to build up my strategic marketing knowledge as well as improve my ability to think critically and communicate more effectively. By carrying out this project, I found out its importance between the combination of business objectives and sustainability. I will use those skills in further future marketing projects.
[bookmark: _gu8quevrdj1w][bookmark: _Toc236366332]4.6 Action plan 
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[bookmark: _tvjya7zfiqpy][bookmark: _Toc236355602]Table 1: Action Plan 
(Source: Author)
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About IKEA overview
Innovative and entrepreneurial behaviour are crucial for firms to stay competitive to cope with these rapidly
changing environments. In the international home furnishing retailer IKEA having more than 460 stores
operating in more than 60 countries (IKEA, 2004). IKEA was created in 1943, and is famous for its flatpack
furniture concept and inexpensive styling and has achieved retail sales of 47.6 billion euro (IKEA, 2024). Its
competitiveness and global importance have been supported by its strategic retention on democratic design,
inexpensive, as well as sustainable.

Sustainable Requirement and Purpose of the Brand Extension

Although there has been a big shift toward renewable materials and circular design, furniture waste
remains a big issue. Americans throw away more than 12 million fons of furniture each year (Marquis,
2025). Circular Living provides a solution to this issue by lengthening the lifespan of products through

rentals, repair, refurbishment and resale, thus creating long term new business opportunities.

IKEA Circular Living: the proposed brand extension

IKEA Circular Living is a subscription scheme furniture and intends to be 100% circular by 2030 IKEA,
2025). The scheme allows customers to lease, care for, swap and send back their furniture to IKEA. Returned
items are repaired (as necessary), refurbished and resold to recreate a closed loop (IKEA, 2025). Digital
product passports and QR codes are used to supply lifecycle information and promote a circular approach
and promoting sustainability.

Market appeal and sustainability alignment

The extension meets the increasing need of consumers for flexible ownership and sustainable approach to
life for a new lifestyle especially among residents in cities among younger generation. As an investment
perspective, the subscription revenue will enable the long-term profitability and ESG indicator to be
improved (Aydogmus, Gulay and Ergun, 2022). Besides, the new extension promotes more applying of
IKEA circular economy concept and supports achieving UN SDG 12 (Responsible Consumption and
Production) and SDG 13.
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