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[bookmark: _Toc237124885]Section 1: 
[bookmark: _Toc237124886]Organisational Context and Overview 
[bookmark: _Toc237124887]Organisation overview:
IKEA was established in 1974 and has since developed a retail network comprising large warehouse stores, smaller planning studios, and integrated digital shopping platforms. The company was founded by Ingvar Kamprad. In the early years, he imported pens, watches and nylon stockings; later, he added furniture to the range (IKEA, 2026a).  In Germany, IKEA operates its largest and one of its most significant markets worldwide, with a network of 54 stores across the country. The largest IKEA store is located in Berlin, Tempelhof, with about 42,971 sq meters (IKEA, 2026 b). In Germany in 2024, the company achieved a revenue of €6.16 billion, indicating that Germany remains one of IKEA's largest and most profitable markets globally. (Yahoo Finance, 2024).  However, in 2024, the company experienced a fall in revenue of 4.3% in Germany and a global decline of 5.3%, largely due to lower price cuts on core products to attract cash-strapped consumers and gain market share in competitive markets (Yahoo Finance, 2024). 
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Figure 1: sales share of IKEA in 2025 by region
(Source: Statista, 2025)
[bookmark: _Toc237124888]Mission, vision, business model
Mission- The mission of IKEA is to offer well-designed, functional home furnishing furniture at low prices to customers. Moreover, its mission is to penetrate the localised market and adopt sustainable operations, focusing on the demographic who can afford them, expand on massive suburban warehouses and integrate an omnichannel strategy (Stratrix, 2025). 
Vision- IKEA's vision is to create a better everyday life for the many people by making sustainable, well-designed, and affordable home furnishings accessible while creating a positive impact on people and the planet. The company aims to adopt a sustainable approach and generate a positive impact on communities where they source raw materials, along with helping customers live a sustainable life (IKEA, 2026c). 
Business model- IKEA's business model focuses on low-cost, vertically integrated retail and franchises built around flat-pack design, democratic design, customer co-creation and immersive super stores (IKEA, 2026d). The company's business model aims to provide the privileges of adaptation and create psychological mechanisms through flat-pack, DIY assembly that increase the value of the product while reducing costs. Its key competitive advantage is its extensive knowledge about the customers.  
[bookmark: _Toc237124889]Key competitors
The German furniture retail industry is characterised by intense competition, driven by growing consumer demand for affordable, high-quality, and sustainable home furnishing products, alongside the rapid expansion of omnichannel retailing. The German furniture retail market is projected to generate approximately US$52.26 billion in revenue in 2025 and is expected to grow at a compound annual growth rate (CAGR) of 4.12% between 2025 and 2030. It is driven by increasing consumer demand for sustainable, functional, and digitally enabled home furnishing solutions. In Germany, the key competitors of IKEA in the furniture retail industry are XXXLutz, KG, Nobilia AB, Roller and Home 24 (Motor intelligence, 2025). In 2025, IKEA held a dominant position in the German furniture retail market, accounting for 15.4% of total industry sales (Statista, 2025). IKEA commands high online engagement of digital visits, which increased by about 4.6% in 2025, eventually increasing e-commerce transactions (INGKA, 2025). In the midst of inflation, the company faced global declines of 5.3% in fiscal 2024 due to high inflation, rising interest rates, and variable consumer demand and cut prices on products. Online visitors grew, but physical store visits dropped by 2.9% in Germany (Yahoo Finance, 2025). 
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Figure 2: Leading five selling countries for IKEA products as share of sales in 2025
(Source: Statista, 2026)
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[bookmark: _Toc237124891]PESTLE framework
Political
In 2023, the German government implemented broader corporate and environmental mandates affecting the furniture retail industry. The German Supply Chain Diligence Act requires furniture retail companies to manage environmental and human rights risks across their supply chain (FMLSA, 2023). This influences screening, documenting, and remediating human rights and environmental risks. This allows IKEA to enhance corporate reputation, strengthen supply chain transparency, reduce legal and reputational risks, and build consumer trust through responsible sourcing. (IKEA, 2026 e).  
Economic
The Middle East geopolitical conflict has affected the German economy, leading to accelerating inflation of about 2.7% in 2026 and expected to rise to 2.8% in 2027. Higher inflation has raised operating and supply chain costs across the German furniture retail industry while weakening consumer spending on non-essential household goods, forcing retailers to balance competitive pricing with profitability (Reuters, 2026).  This economic condition has negatively impacted IKEA by dampening consumer demand and reducing profit margins. The company faces a fall in revenue of up to 4.3% due to lowering prices on core products in the midst of inflation (Yahoo Finance, 2024).  
Social
In Germany, the revenue in the retail furniture industry reflects a broader preference of consumers favouring modern, minimalist design, functional, eco-friendly and sustainable furniture.  Due to the preference for eco-friendly furniture, a compounded annual growth rate is expected to increase to 8.7% (Statista, 2026).  The growing consumer preference for eco-friendly and sustainable furniture is encouraging the furniture retail industry to expand sustainable product portfolios. This gives a significant opportunity for IKEA, as its CSR and sustainability strategy in Germany through eco-friendly product designs, green store operation and circular economy programs attracts the majority of German consumers and enhances financial performance (IKEA, 2024). 
Technological
The German furniture industry is rapidly adopting digital tools to strengthen its marketing and purchasing procedures, focusing on advanced visualisation, AI-driven customisation and omnichannel platforms (Technavio, 2026). Moreover, the adoption of software is effectively bridging the gap between browsing and physical stores. The digital transformation in the furniture retail industry, along with online share, is currently around 15% in Germany (Nordhoff, 2025). This has created a major opportunity for IKEA to advance digital transformation, capture a higher online market share, scale its urban planning and integrate advanced logistic enhancing furniture home delivery services (Yahoo Finance, 2024).  
Legal
The government of Germany has implemented the Ecodesign for sustainable product regulation (ESPR) under the EU framework, where retailers must meet circular design principles demanding that products are durable, easily disassembled and recycled (EP, 2023). This influenced the furniture retail industry to introduce strict product standards and digital product passports. This creates a major opportunity for IKEA in Germany by boosting circular business models and driving demand for modular furniture and levelling the retail playing field (IKEA, 2026 f). 
Environmental
Consumers in Germany prefer to purchase high-value environmental attributes and sustainable manufacturing for home furnishing due to increasing environmental concern (Funch, 2024). This forces the furniture retail industry to adopt strict transparency, certified eco-friendly inventory and shift to a circular business model. The growing environmental consciousness creates both opportunity and financial threat for IKEA by demanding a circular model and a strict supply chain while many consumers remain price-sensitive due to extra pay for green products (IKEA, 2024).
[bookmark: _Toc237124892]VRIO
Value
IKEA use five core dimensions to create products and solutions that meet all dimensions of design, such as form, function, low price, sustainability, and quality.  The company’s design aims to provide everyone with a better, brighter everyday life (IKEA, 2026). Through its five pillars of democratic design, the company creates aesthetic, innovative, practical, and well-structured furniture to meet every day needs, while prioritising affordability, durability, and sustainable sourcing (IKEA, 2026). The tangible resources of IKEA are flat-pack logistics and global supplier networks. The intangible resources are in-house design expertise, brand equity, and extensive knowledge of customers. This has created sustained value in the furniture retail industry in Germany by leveraging core resources.  


Rarity
IKEA is moderately rare in the furniture retail industry market in Germany, due to its unique combination of flat-packed cost leadership, massive physical scale and integrated in-store experiences. The democratic design and cost efficiency are moderately rare in the furniture retail industry, with a combination of quality, price and design to provide a better shopping experience (IKEA, 2026). With over 50 massive stores in Germany, the company creates a physical footprint and localised brand saturation as intangible resources (Statista, 2026).  
Imitability
The imitability level of IKEA is high, as the product design and quality of the product can be replicated by competitors, including flat-packed format and modern aesthetics (IKEA, 2026). For example, POCO and Roller use flat-pack cost leadership strategies in their business operations. They operate massive discount warehouse stores selling self-assembly furniture and home goods at very low prices, which indicates that the imitability level of IKEA is high (Berghaus, 2021). 
Organisation
IKEA organises its operations under a franchise-led model of the Ingka Group as the largest IKEA retailer. The retail business is organised as a franchise system with 12 franchisees across 63 markets, and is continuously improving and developing the brand (IKEA, 2026). In Germany, IKEA is a successful market in 2026, accounting for over 15% of total worldwide sales (Forbes, 2026). The company integrates a unique value chain and business model, including product development, design, supply, manufacturing and sale. The materials in IKEA account for the largest share of its climate footprint, and IKEA aims to use only renewable and recycled materials to reduce its CO2 footprint by 2030. Moreover, IWAY is IKEA’s mandatory supplier code of conduct for responsible sourcing. It sets strict rules for the welfare of the environment, labour and social conditions, legal business ethics, and animal welfare across the entire global supply chain.


[bookmark: _Toc237124893]SWOT analysis
Strengths
Cost leadership of IKEA is a strength for the company through targeted pricing, flat-pack logistics to optimise shipping space, and sourcing from low-cost suppliers. The democratic design of IKEA aligns with the values of German customers by providing them a combination of functional, aesthetically modern and eco-conscious (IKEA, 2026). This approach matches German consumer values favouring practical utility and environmental responsibility. The omnichannel integration connects the suburban stores and smaller inner-city touchpoints and optimises the digital e-commerce platform (Google Cloud, 2026).  
Weakness
IKEA rely on engineered wood for a cost-cutting strategy, leading some consumers to view their furniture as low-grade, fragile or disposable, creating a major brand weakness in quality perception (Clifford, 2019). IKEA's traditional massive big-box layouts limit real-time agility, reducing corporate flexibility to adapt fast to shifting local retail systems (Stratrix, 2025). Moreover, its low pricing became a weakness for the company in the midst of inflation as it declined sales revenue.  
Opportunity 
The advanced visualisation, AI-driven customisation and omnichannel platform create a great opportunity for IKEA to grow its online sales channel and attract remote customers (Technavio, 2026). This lets buyers scan the room, remove old furniture and test new layouts virtually from home. Moreover, the growing preference of consumers for modern, minimalist design, functional, eco-friendly and sustainable furniture will enhance demand for IKEA’s energy-saving, recycled and bio-based products, attracting the eco-conscious customer (Funch, 2024). 	 
Threats
Rising inflation negatively affected the operating and supply chain costs across the German furniture retail industry while weakening consumer spending, creating a threat for IKEA in balancing competitive pricing and profitability (Reuter, 2026). Moreover,  the lower prices of IKEA's core products in the midst of inflation and tariffs have created a threat for the company by reducing sales revenue (Howland, 2025). 
[bookmark: _Toc237124894]Comprehensive and holistic view of the organisation
[bookmark: _Toc237124895]CSR and business objective
IKEA Germany's CSR strategy is evaluated using Elkington's Triple Bottom Line (TBL) framework, which examines the organisation's performance across three interconnected dimensions: economic prosperity (profit), social responsibility (people), and environmental sustainability (planet). This will help to analyse whether the CSR strategy of the company aligns with its strategic objectives of maintaining cost leadership, strengthening customer trust, and achieving sustainable long-term growth. 
Triple bottom line model
Triple bottom line theory helps measure a company's overall performance by promoting the adoption of CSR, which encompasses three dimensions: social, economic, and environmental practices. The implementation of the triple bottom line improves the company's performance holistically as it highlights that the company should balance economic, social and environmental performance rather than solely focus on profit. It encourages companies to share the responsibility for protecting and enriching communities by maintaining ethical practices (Razy and Bahri, 2025).  
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Figure 3: Triple Bottom Line Theory
(Source: Żak, 2015)
Social (people)
IKEA's commitment to maintaining gender balance across its workforce, with a 50/50 balance goal across all levels of business operations, with integration of Equal Pay International Coalition (EPIC) (IKEA, 2026). The company maintains an equal split between male and female workers of about 50.8% and 49.2%, respectively, recorded in 2025, which positively indicates gender diversity across the organisation (IKEA, 2025). This enhances the opportunity for employees and the company to improve balanced representation across all pay levels and continue to develop equity. IKEA invests in employee training and development programmes that promote inclusivity, focusing on inclusivity, equality and diversity in the workplace (IKEA, 2026).  
Economic (profit)
In Germany, IKEA successfully tailor it market, accounting for over 15.5% of global sales, generating strong revenue and profit due to high brand loyalty and strategic pricing targeting budget-friendlyconsumers (Reid, 2024). Moreover, the company drives revenue of approximately €44.6 billion by combining physical and digital stores, handling large warehouses and web visits, creating a seamless hybrid shopping experience (IKEA, 2025). This reflects that IKEA's CSR strategy aligns closely with its business objective of providing affordable home furnishings, demonstrating that commercial success and responsible business practices can be pursued simultaneously. 
Environmental (planet)
IKEA significantly takes responsible action to promote sustainable business practices, integrating sustainability into its core business strategy through healthy and sustainable living, climate, nature and circularity and fair and equal practices (IKEA, 2026). The company aims to reduce greenhouse gas emissions across business operations and invest in renewable energy to enhance the opportunity to inspire and become climate positive by 2030 (INGKA, 2021). The company introduced an objective and key results (OKR) framework to align objectives and measurable outcomes, allowing it to track progress and ensure sustainable actions align with the UN Sustainable Development Goals (SDGs) (IKEA, 2026).  
[bookmark: _Toc237124896]Balanced scorecard 
Balanced scorecard (BSC) was introduced by Kaplan and Norton in 1992 to provide a strategic business management tool used to track organisational performance by combining financial and non-financial indicators across four perspectives. The Balanced Scorecard is relevant to IKEA because it enables the company to monitor and align its financial performance, customer satisfaction, operational efficiency, and employee development with its strategic objectives of cost leadership, sustainability, digital transformation, and long-term growth (Madsen, 2025). 
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Figure 4: Balanced scorecard perspective
(Source: MDPI, 2025)
Financial perspective
As Germany is IKEA's largest global market, accounting for over 15.4% of total sales in 2025, the financial perspective focuses on financial outcomes, such as increasing revenue and profitability while maintaining its cost leadership strategy and long-term financial sustainability. (Statista, 2026).  The company analyse the purchasing factors that influence customers to buy and implements best practices, including low prices, as a business idea, and provides cost-effective services to its consumers. However, the company’s retail sales slightly decreased to EUR 44.6 billion in financial year 2025 due to cutting prices to make products more affordable for customers, which reduced revenue but increased the product sales volume and store visits (IKEA, 2025). This reflects a strategic investment in sustaining its cost leadership position during a period of economic uncertainty.
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Figure 5: IKEA’s retail sales
(Source: IKEA, 2025)
Objective - To increase the retail revenue of the organisation by 20% through strategically increasing pricing of core products in 12 months. 
KPI and Target - to increase net profit margin by balancing profitability and deliberate price-reduction strategies that compress short-term margins to protect consumer affordability.
Initiative- Implement supply chain optimisation, redesign selected products to reduce material and transportation costs, expand omnichannel retailing and increase inventory efficiency to improve profitability while maintaining affordable prices for customers.
Customer perspective
IKEA offers affordable, democratic design products combined with circular economy services to satisfy a wide range of customers and appeal to environmentally conscious consumers (IKEA, 2026). Its key competitive advantage is its expertise in gaining knowledge about its customers, as it analyses and understands purchasing factors that influence customers to buy furniture (Statista,  2026). Moreover, Germany led global IKEA sales at 15.4% in 2025, reflecting strong market reach and customer engagement due to higher customer satisfaction and repeat purchases (Statista, 2025). In addition, Germany has a quality and value score (QVS) of 71 due to its added energy and home system offering easy-to-assemble balcony solar panels. This satisfies customer needs by offering easy accessibility and cost-saving potential (YouGov, 2025). 
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Figure 6: IKEA’s quality and value score (QVS)
(Source: YouGov, 2025)
Objective - To increase customer satisfaction by 15% by expanding the availability of its easy-to-assemble balcony collar panel and circular economy services.  
KPI and Target- to increase the Customer satisfaction CSAT/ NPS score by increasing product availability, growth in service uptake and reduction in resolution time. 
Initiative- to boost customer satisfaction, IKEA redesigned and improved easy assembly, focusing on modular setup, integrated a circular economy dedicated to second-hand product lifecycle, and streamlined omnichannel and feedback service, aligning with the vision of the company. Moreover,  it can expand the IKEA Buy Back & Resell programme and improve modular product design to simplify assembly. 
Internal process perspective
The internal process perspective of IKEA focuses on operational excellence, cost-driven design and supply chain capabilities that contribute to operational efficiency. In Germany, IKEA operated under the Ingka Group franchise model, combining an extensive physical-store network with digital retail channels to support an integrated omnichannel operating model (INGKA, 2026). The company manages its operations by combining centralized products development and democratic design, automated warehouse facilities and strict adherence to localised labour and data privacy regulations (IKEA, 2026). Moreover, in Germany, the supply chain integrates advanced local manufacturing, regional distribution hubs, and automated e-commerce fulfilment partnerships with DHL Group (DHL, 2022). In addition, across 54 locations in Germany, IKEA provides restaurant and bistro services following standardised internal supply, preparation and waste-reduction workflow. (INGKA, 2026).
Objective - to improve e-commerce fulfilment by 10% within 12 months through warehouse automation, inventory optimisation and improved order-processing systems. 
KPI and Target - To track and increase order throughput rate by measuring the number of orders processed per hour, average order cycle time, and warehouse processing capacity, with a focus on improving automated sorting efficiency. 
Initiative - to increase e-commerce fulfilment, IKEA uses advanced tech, auto-store robotics grids, AI-driven picking stations and automated inventory to boost stock data accuracy. 
Learning and growth perspective
The learning and growth perspective of IKEA focuses on corporate culture, human resources strategies, and continuous adaptability with a straightforward, innovative, creative and problem-solving approach (IKEA, 2026). Moreover, the company takes the 70-20-10 model for learning and development, where 70% represents job-related experiences, 20% represents interaction with others, and 10% represents classroom training (IKEA, 2026). This enhances worker learning by blending real-world tasks, social feedback, and formal courses. In addition, the company offers training initiatives, including an internal digital platform, the My Learning program, for employee skill development, work-study trainees, and external business training modules via a business network (IKEA, 2026). IKEA allows employees to choose courses tailored to individual roles and interests, along with an educational grant per year for courses, which help employees grow professionally at IKEA.
Objective - to boost employee performance by 20% within 6 months by improving skill development training. 
KPI and Target - to increase task efficiency score by tracking skill improvement assessment. 
Initiative - to boost performance and efficiency, IKEA adopts a comprehensive digital and AI literacy upskilling approach. 



	Perspective
	Strategic Objective
	KPI
	Target
	Strategic Initiative

	Financial 
	Cost-effective services
	Net Profit Margin
	Balance profitability and price reduction strategy
	Strategically target price adjustment and redesign core products

	Customer 
	Analyse purchasing factors that influence customers to buy furniture
	Customer satisfaction (CSAT) / NPS
	increasing product availability, growth in service uptake and reduction in resolution time
	Redesigned and improved easy assembly, focusing on modular setup, integrating a circular economy

	Internal process 
	operational excellence, cost-driven design and supply chain efficiency
	order throughput rate
	automated sorting efficiency, order cycle times, and warehouse throughput capacity
	advanced tech, auto-store robotics grids, AI-driven picking station and automated inventory to boost stock data accuracy

	Learning and growth 
	corporate culture, human resources strategies, and continuous adaptability
	task efficiency score
	tracking skill improvement assessment
	Adopts a comprehensive digital and AI literacy upskilling approach



[bookmark: _Toc237124897]Strategic Choices and Implementation
[bookmark: _Toc237124898]Strategic choice of IKEA 
Business-level strategic choices 
Cost leadership and differentiation strategy
By aligning with Porter’s generic strategic framework with strategic choices, IKEA improve its competitive advantages by blending cost leadership with differentiation and targeting a value-conscious market segment (IKEA, 2026). 
The differentiation strategy helps to gain a competitive edge, allowing it to thrive without competing solely on lower price by enhancing profit margin, reducing price competition, and fostering strong brand loyalty (Harri et al., 2025).  IKEA uses a differentiation strategy by providing a combination of stylish Scandinavian design, immersive warehouse store layouts, and a self-service flat-pack assembly concept, gaining a competitive advantage. Moreover, the company improved its cost-first design, supply chain efficiency and digital omnichannel integration. This allows the company to offer functional, modern home furnishing furniture at low prices, aligning with its business idea and core concept and blending cost leadership strategy (Dudovskiy, 2022). 
The company uses a cost leadership strategy by setting low target prices and designing products combining production, shipping, and labour expenses while maintaining functional design (CIO, 2026). This cost-efficient approach also enables IKEA to achieve economies of scale, strengthen customer value and increase market share by attracting price-sensitive consumers who seek affordable yet functional furniture. This strategy helps the company to gain a competitive advantage by allowing it to sell at a lower price, along with low production, shipping and labour costs, by keeping total expenses low and driving high sales volume. 
SAF
	SAF Matrix
	Differentiation strategy
	Cost leadership strategy

	suitability
	6
	9

	acceptability
	4
	7

	feasibility
	6
	9

	Score
	16
	25



SAFe framework will evaluate the cost leadership strategy based on suitability, acceptability and feasibility.
Suitability- Cost leadership is highly suitable for IKEA because it allows the company to respond to key challenges in the German furniture market, including inflation, rising supply chain costs and strong competition (INGKA, 2025). This strategy also supports IKEA's goal of strengthening its position in Germany, which represents more than 15% of its global sales (Statista, 2025). By keeping its prices affordable, IKEA can continue to attract price-conscious customers while maintaining product quality and its commitment to sustainability. Whereas a differentiation strategy is less suitable as a primary strategy because competing mainly through distinctive design, innovation and features could make it difficult for IKEA to maintain its strong affordability proposition. 
Acceptability- cost leadership can benefit customers through affordable furniture, support shareholders through sales volume and profitability, and provide employees with opportunities for continued investment in skills and operational development, meeting the expectations of stakeholders. In addition, IKEA maintains sustainable sourcing, circular economy initiatives, and renewable materials, ensuring the cost reduction does not undermine environmental and social responsibility, which helps to maintain customer trust and brand reputation (IKEA, 2026). 
Feasibility- The strategy is highly feasible because IKEA maintains the necessary resources and capabilities, including democratic design, an ethical and strong supplier network, brand recognition, flat-pack logistics and extensive operational experience (IKEA, 2026). These resources enable IKEA to sustain lower operating costs than many competitors and enhance the capability to implement a cost leadership strategy in the German furniture market. 
Ansoff’s Matrix
Ansoff’s Matrix is a strategic planning framework that will help to evaluate the growth and opportunities of IKEA by considering four strategic options: market penetration, product development, market development and diversification (Ferreira and Moscoso, 2024). 
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Figure 7: Ansoff Matrix
(Source: The Strategy Institute, 2026)
Market penetration
Germany is IKEA’s largest global market, accounting for over 15% of worldwide sales, providing a significant opportunity to expand market share through competitive pricing rather than entering a new market (Statista, 2025). IKEA’s cost leadership strategy supports market penetration by utilising flat-pack design and efficient logistics to control operating costs while maintaining affordable home furnishings. Therefore, market penetration validates cost leadership as an appropriate strategy enabling IKEA to increase sales volume. 
Product development
IKEA continuously develops innovative products such as energy-efficient home solutions and furniture made from renewable and recycled materials in response to changing customer preferences for sustainability (INGKA, 2021). These product innovations complement the cost leadership strategy along with the democratic design principle to ensure new products remain functional and affordable. Therefore, product development supports cost leadership by improving product value and maintaining affordability while enhancing competitive position in the German furniture market. 
Market development
IKEA continues to expand its international presence and urban planning studios, and Germany already represents one of its most mature and profitable markets (INGKA, 2020). Expanding into new markets would require substantial investment in logistics, distribution and marketing. Instead, IKEA can achieve strong profit by further penetrating the German market through digital transformation and enhancing customer experience. Therefore, market development is less appropriate than market penetration, indicating that cost leadership in the German market offers a lower risk and more profitable approach.
[bookmark: _Toc237124899]Appropriate strategy for the organisation
The most appropriate business level strategy for IKEA in Germany is a cost leadership strategy. Cost leadership strategy aligns with the company’s mission of providing well-designed, functional and affordable home furnishings while maintaining long-term profitability (IKEA, 2026). In Germany, the consumer remains price-conscious due to inflation while continuing to demand high-quality and sustainable furniture (Modorintelligence, 2026). Therefore, cost leadership is relevant in Germany as the company applies this strategy through flat-pack product design, efficient sourcing, self-service retailing, advanced logistics and production, enabling it to minimise operating costs and offer affordable pricing.    
[bookmark: _Toc237124900]Recommendation
IKEA should adopt a digital cost leadership strategy by integrating advanced digital technologies such as artificial intelligence (AI), predictive analytics, warehouse automation, Internet of Things (IoT), digital self-service and omnichannel platforms into its existing cost leadership strategy. In Germany, the increasing digital adoption and consumers’ demand for an affordable yet convenient shopping experience provide a favourable environment for implementing this strategy. Moreover, Germany has a high internet penetration rate of over 93.5%, indicating widespread digital connectivity and creating favourable conditions for IKEA to expand its digital and omnichannel shopping services (Menezes, 2026). This creates a strategic need for IKEA to invest further in AI-driven demand forecasting, warehouse automation, digital self-service and omnichannel integration to reduce operating costs while enhancing customer convenience and maintaining its price competitiveness. By incorporating these approaches into a digital cost leadership strategy, IKEA could improve order fulfilment efficiency, reduce labour activities, and shorten delivery times, allowing the company to maintain competitive pricing while improving product and service quality. Achieving these benefits requires transformational leadership to communicate a clear digital vision and the alignment of strategy, systems, skills, staff, structure, style and shared values identified by the McKinsey 7S Model, ensuring that employees and organisational processes effectively support the implementation of digital cost leadership (McKinsey & Company, 2025). This alignment can facilitate employee adoption of digital technologies and ensure that technological investment provides operational efficiency and competitive advantage. Furthermore, digital technologies could improve the customer experience through AI-powered product recommendations, virtual room planning, mobile self-service applications, and personalised digital marketing (McCoy, 2026). This will simplify the purchasing decision for consumers, increase customer satisfaction and reduce in-store operating expenses. Digital cost leadership would also strengthen IKEA’s sustainability objectives by using data analytics to optimise energy efficiency, reduce packaging waste and minimise carbon emissions (IKEA, 2024). Therefore, adopting a digital cost leadership strategy would enable IKEA Germany to maintain affordable pricing while improving operational efficiency, strengthening competitive advantage and supporting sustainable long-term growth in Germany. 
For example, in 2025, Walmart continued investing in AI, supply-chain automation and omnichannel technologies to improve operational efficiency and reduce its costs by maintaining its mission to provide “everyday low prices” proposition (Walmart 2026). Therefore, this demonstrates how digital technology can strengthen IKEA’s cost leadership strategy. 
[bookmark: _Toc237124901]Potential challenges and proposed solution 
Implementing a digital cost leadership strategy may create several challenges for IKEA in Germany.
	Potential challenges 
	Proposed solution 

	1) High investment costs associated with AI, warehouse automation and digital infrastructure may initially increase financial expenditure (Alam et al., 2026).
	To mitigate this challenge, IKEA can gradually implement technologies, prioritising the implementation process with measurable cost-saving outcomes. 

	2) Cybersecurity and data-privacy risks may increase as IKEA expands its use of AI and customer data.
	IKEA should strengthen cybersecurity controls, conduct regular privacy assessments and provide employee training. 

	3) Employee resistance and skills gaps may occur as automation changes existing roles and requires new digital capabilities (Obute, Okeh and Ugwu, 2023).
	IKEA should address this challenge by providing continuous digital training and upskilling programs to enhance employee involvement in technology implementation (Hayes, Downie, 2026). 
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Kolb’s experiential learning cycle helps to structure an individual’s reflection, which consists of four stages such as, concrete experience, reflection and observation, abstract conceptualisation and active experimentation (Meijer et al., 2022). This model will enable me to critically reflect on my research and analytical experiences and how I apply my experiences to improve my approach to future strategic management.  
Concrete experience
Initially, I investigated IKEA’s current strategic position by collecting information from academic literature and data from company reports and secondary resources. I felt uncertain and overwhelmed because I had to work with a large amount of information. I prepared the analysis by researching IKEA’s current strategic position and systematically applying Porter’s Generic Strategies, the SAFe framework, Ansoff’s Matrix and the McKinsey 7S Model to evaluate its competitive position and strategic options. Initially, I found it difficult to distinguish IKEA’s existing strategic practices from potential future strategic choices. As the process progressed, I became more confident and engaged in applying strategic frameworks to provide a structured way to understand IKEA’s competitive position. When I analysed IKEA’s combination of cost leadership and differentiation, I became curious about developing a new strategic direction, which led me to identify digital cost leadership as an appropriate approach for strengthening IKEA’s competitiveness in Germany. This led me to develop the idea of a digital cost leadership strategy, focusing on AI, automation, digital self-service, and omnichannel integration (Yegin and Ikram, 2022). This approach of gathering data and knowledge made me feel confident in my strategic decision-making. 
Reflective observation
I realised that the experience was different from what I had initially expected. I felt this way because I realised that cost leadership was already part of IKEA’s strategy, so I needed to develop a new strategic direction. I expected that collecting a large number of sources would make the analysis stronger. But as I proceeded, I realised that the quality and relevance of evidence were more important than the quality of sources. While researching for useful information related to strategic management. This recognition made me more critical when selecting peer-reviewed academic articles, official IKEA reports, and reliable statistical sources to ensure the analysis was supported by credible evidence. (Sullivan and Jefferson, 2020). Furthermore, I expected that using several frameworks would make the analysis more comprehensive. However, I noticed several frameworks could make the discussion more descriptive than analytical. This helped me grow my self-awareness and confidence regarding the analytical approach and helped me recognise effective strategic approach.
Abstract conceptualisation    
Abstract conceptualisation occurs when individuals use reflection to develop concepts and general principles from their experience (Henriquez, Arabanal and Abasolo, 2025). Through experiential learning regarding my experiences and connecting the experiences with conceptual knowledge, I realised that strong strategic recommendations should not depend on a single source of evidence, but rather on different sources to provide complementary perspectives. My analysis showed that IKEA also relies on distinctive design, customer experience, operational efficiency, digital capabilities and strong organisational resources. This developed a clear understanding that competitive advantage is not achieved only through offering lower prices. It depends on how effectively an organisation combines its resources, capabilities, technology and organisational processes to sustain value. This changed my initial understanding of IKEA’s cost leadership strategy and led me to conceptualise digital cost leadership as an extension to its existing competitive advantage. 
Active experimentation 
In future, I would apply a more systematic approach to strategic analysis by putting new research and evaluation methods into practice. I would define the strategic problem and research objective before collecting evidence, allowing me to focus my research on information. I would check the reliability and relevance of recent academic research, organisational reports and other evidence before incorporating it into my analysis. This would help me to make more evidence-based strategic decisions and avoid repetition (Gough, 2021). I would apply my learning by improving how I evaluate strategic alternatives in future assessments. I would compare several alternatives against the organisation’s objectives, market conditions, available resources and stakeholder expectations to identify their relative strengths and limitations. This approach will help to improve my critical thinking skills, ensuring strategic decision-making based on evidence. 
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