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[bookmark: _Toc228463588]Introduction 
IKEA is in a highly competitive and ever-changing global retail marketplace. It is important for organisations to remain competitive. This report considers the strategic management of IKEA in terms of its external and internal environment, competitive strategy and capabilities. Using strategic analysis models such as PESTEL, VRIO and the balanced scorecard, it is analysed how IKEA establishes and maintains a distinct market positioning. IKEA's sustainability, corporate social responsibility and strategic management have also been analysed to assess its responsiveness to globalisation.


[bookmark: _Toc228463589]Section 1
1. [bookmark: _Toc228463590]Organisational context and overview
[bookmark: _Toc228463591]1.1 Company background and business model
IKEA is a Swedish multinational company founded in 1943 by Ingvar Kamprad. IKEA began as a mail-order business and evolved into a complex international furniture retailer with the opening of its first store in 1958 in its native Sweden (El-Ashi, 2025). It operates over 500 stores in more than 60 countries and is the biggest furniture retailer in the world (IKEA, 2025). IKEA is dedicated to its purpose of "creating a better everyday life for the many people" and the vision of "democratising design to create a better everyday life for the many people" (IKEA, 2024).
[image: ]
Figure 01: IKEA
Source: (IKEA, 2024)
Their approach is heavily concentrated on cost-value, through the design and do-it-yourself aspect of products and economies of scale in procurement and manufacturing (IBISWorld, 2025). As a result, its production and logistics costs are reduced, but quality and design appeal are maintained (IKEA, 2025). The 2025 annual report of the company shows that it has strong financial performance and global reach, with approximately €44.6 billion in global retail sales (IKEA, 2026). 
[bookmark: _Toc228463592]1.2 Industry, competitors, and market position
The industry in which IKEA operates is the global home furnishings and furniture retail industry. It is a highly competitive and fragmented sector that includes both multinational and local players (Mohanty, 2021). In 2025, it is valued at about $777 billon and projected to expand over time as consumer spending and global urbanisation are increasing gradually (Fortune Business Insights, 2025). Ashley Furniture Industries, JYSK, and Wayfair are some well-known organisations operating within the industry, along with numerous regional and specialised retailers. 
In a fiercely competitive industry, IKEA is the leader, with both a cost leadership and differentiation strategy. It is recognised as the largest furniture retailer, with over €40 billion in annual sales and operations in more than 50 countries (Khan and Sarkar, 2024). It gains its competitive advantage from its ability to offer stylish, affordable products and a unique store and online retail experience.
But this is a varied market with geographical and buyer segments. The global presence of IKEA in other markets, such as the U.S., is still low, at less than 5%, suggesting market potential and competition (Fondahn and Reid, 2025).
2. [bookmark: _Toc228463593]External and internal environment analysis 
[bookmark: _Toc228463594]2.1 PESTLE analysis and Strategic implications 
The PESTLE analysis demonstrates the impact of macro-environmental forces on the strategic decisions taken by IKEA across its global markets. 
Political
IKEA’s strategies for sourcing and globalisation are crucially affected by the political factors. Restrictions of sourcing plans, customs and tariffs influence the retailer, especially in emerging markets like India and China (IKEA, 2025). For instance, while the Indian government recently withdrew the law that mandated a minimum of 30% local sourcing, IKEA had to adapt its sourcing strategy to source and partner with local suppliers first (Fondahn and Reid, 2025). It resulted in more complicated supply chain activities, but allowed IKEA to increase its presence in the local market. It has also faced procurement complexity due to EU-China trade frictions and restrictions on timber sourcing. Furthermore, it has to shape its market entry strategies complying with FDI regulations, for example, it has to ensure 30% domestic production, maintaining India’s local sourcing requirement mandates, while entering India’s market (Fortune Business Insights, 2025). Geopolitical factors such as globalisation and international sanctions also affect the global supply chain, affecting the availability of supply for IKEA, and it has to look out for alternative suppliers from other regions (Ban, 2024).
Economic
Other macroeconomic factors like inflation, exchange rate and national purchasing power under the economic segment impact the price of IKEA products. IKEA has raised its prices globally by 9% in 2022, along with investing €2 billion because of the increase in input and transportation costs during the post-COVID inflationary period (Fortune Business Insights, 2025). However, it must strike a balance between price and profits to keep the product's price competitive. IKEA earns more profit during the recession as consumers prefer more affordable products (IKEA, 2025).
Social 
[bookmark: _Hlk228452911]IKEA formulates its strategies mainly concerning the social factors. such as its space-saving and multifunctional furniture, are mainly designed considering people's changing lifestyles, urbanisation and smaller living spaces (Mahamod, 2021). Furthermore, the trend of consumers and businesses caring for social, environmental and other socio-economic issues has led to IKEA embracing the circular economy, which demonstrates 100% renewable and recycled materials or recycled products by 2030 (Li, 2023).
Technological 
[bookmark: _Hlk228452826]IKEA’s digital transformation is led by technological factors. IKEA has leveraged e-commerce, AR (IKEA Place app) and analytics for improved user experience (Hagberg and Jonsson, 2022). More than 25% of their retail dollars come from online sales because of the post COVID-19 shift (Ross, 2023). As a result, IKEA is focusing on the omnichannel strategy, including both online and physical presence.
Environmental 
Environmental factors such as climate change concerns and regulatory requirements increase pressure on conducting IKEA’s operations. To tackle these, IKEA has to invest substantially in renewable energy and sustainable sourcing. For example, to become climate positive by 2030, IKEA has decided to invest about €3 billion in implementing its sustainability initiatives (Li, 2023). Such initiatives will bring changes in its product design, corporate strategy, and supply chain management. It has invested in wind and solar farms and other renewable energy projects as well (Al Shuwaler et al., 2020). Its sustainability commitment also includes using 100% renewable and recycled materials. 
Legal 
Labour laws, environmental regulations, data protection requirements, and product safety standards create legal compliance challenges for the company across multiple jurisdictions (Mohanty, 2026). IKEA has faced some labour reputation problems previously in its supply chain, but has been improving its supplier code of practice and monitoring (Fondahn and Reid, 2025). For example, it enforced the IWAY supplier code of conduct to ensure compliance with labour and environmental standards. Compliance issues are costly but essential to building a reputation and avoiding risks (Ross, 2023).
[bookmark: _Toc228463595]2.2 Critical success factors and strategic challenges 
Critical Success Factors 
There are several critical success factors that led LKEA to successfully continue in the global furniture market.
	Factors 
	Descriptions 

	Cost efficiency and economies of scale
	IKEA’s value proposition is to maintain low prices and preserve quality (Zhang, 2024). 

	Strong global brand identity
	The brand is globally recognised due to its affordability, design, and functionality characteristics (Fondahn and Reid, 2025). 

	Efficient supply chain management 
	The company ensure to attain its cost leadership strategy by integrating global sourcing and logistics systems (Ban, 2024). For example, the company has collaborations with more than 2100 global suppliers, which enable its cost efficiency and economies of scale (IKEA, 2025). 

	Customer experience and innovation 
	Its substantial investment in implementing digital tolls and its unique store layouts enhanced customer experience and engagement (Al Shuwaler et al., 2020). Furthermore, its integrated omnichannel strategy strengthens customer engagement and accessibility. It has over 4.6 billion website visits annually (Li, 2023). 

	Sustainability leadership
	IKEA always highlights its environmental responsibility in alignment with commercial objectives. Since 2016, it has reduced its climate footprint by 28% align with continuing business growth (Ban, 2024). 



Strategic challenges 
Volatility in its cost structures is one of the crucial challenges which has emerged due to geopolitical tensions and supply chain disruptions, leading to high raw materials costs and logistics costs (Ross, 2023). Its strategy of a lower price position is directly threatened by this. Hence, it has to conduct operations efficiently and continuously. 
In addition, it operates within a fragmented market, with traditional retailers, like Ashley Furniture Industries, as well as online retailers like Wayfair. There is a challenge to maintain price differentiation as well (Mohanty, 2026).
Sustainability also poses a challenge. IKEA aims for zero emissions, but its supply chain emits more than 21 million tonnes of CO₂ annually, more than 50% of which comes from materials (Amarasinghe, 2024). Cost-efficiency, together with ethical and environmental considerations, further complicates the business and increases costs.
[bookmark: _Toc228463596]2.3 Internal environment: Resources, Capabilities, and Core Competencies 
Key resources
IKEA has built a competitive position by forming a strong portfolio of tangible and intangible resources. In 2024, it earned €45.1 billion from retail sales, indicating its significant scale and market power (Liu, 2025). Its extensive physical and digital reach is shown by its over 500 stores in 63 countries and annual website visits of more than 4.6 billion (IKEA, 2025). 
It has around 21600 employees worldwide, indicating critical human resources which support operations, customer service and innovation (Fortune Business Insights, 2025). 
Another key resource for this company is its supply chain. It is involved with 1500 suppliers across multiple industries. It enables the company to source in large-scale and gain cost efficiency (Ban, 2024). It has achieved customer trust and global recognition through building strong brand equity in corporate affordability and Scandinavian design. 
Capabilities 
Efficient supply chain management and cost optimisation are the core capabilities of the company. The company sources 90% of its products from global suppliers and produces 10% of the products internally (Amarasinghe, 2024). It ensures high operational efficiency by integrating sourcing, manufacturing and distribution effectively. 
Product innovation and design efficiency are other critical capabilities of IKEA. It introduces foldable designs which bring continuous improvement in its flagship products, such as the PAX wardrobe system (Mohanty, 2026). Such designs reduce assembly time and space, which enhances customer value. It has attained seamless customer experiences and increased accessibility through its omnichannel capability as well.
Core competencies 
The company delivers affordable and well-designed products through an integrated value chain process, which is its core competency. To reduce transportation and storage costs, a flat-pack design system was introduced, which reinforces cost leadership (IKEA, 2025). The company is also scalable due to its franchise-based organisational structure. Thus, IKEA’s hybrid strategy of cost leadership and differentiation is enabled by its competencies (Zhang, 2024).  
[bookmark: _Toc228463597]2.4 VRIO Analysis of Strategic Capabilities 
	Factors 
	Description 

	Value 
	[bookmark: _Hlk228453050]IKEA creates customer value through its capability of providing affordability, convenience, and well-designed furniture. Hence, its strategic capabilities are highly valuable, directly meeting mass-market demand (Liu, 2025). Moreover, due to its strong customer value proposition, it can attract over 915 million store visits annually (Ingka Group, 2025). 

	Rarity 
	Businesses offering low prices and modern design are common in the industry. But offering all cost efficiency, customer experience, and global scale is rare, which has been achieved by IKEA (IKEA, 2025). It supports a unified global concept and brand identity. It is hard to replicate economies of scale, customer experience and brand proposition in such a large market.

	Imitability 
	IKEA's capabilities are not easily imitable because of their complexity and path dependency. Its existing supplier relationships, globalised supplier network and its control over its supply chain make it hard to copy (Zhang, 2024). For instance, its social and environmental sustainable sourcing strategy of developing products made with FSC-accredited wood and recycled materials is compatible with its suppliers. Its franchising and related experience is built over time, making it expensive and complicated to replicate (Elebute, 2023).

	Organisation
	IKEA is positioned to optimise its strength. It structures its operations across countries with various key activities separated, such as the chain concept in the Netherlands, design from Sweden and logistics from Switzerland (Mohanty, 2026). It encourages the development of integrated strategies organised as a franchisor-franchisee model (IKEA, 2025). This allows for expansion, whilst also assisting with brand building and control. 



[bookmark: _Toc228463598]2.5 Contribution of Internal Strengths to Competitive Advantage 
Cost leadership and operational efficiency
IKEA's critical internal capabilities are its low-cost operating model that enables the company to reduce prices while remaining profitable. The firm was able to reduce transportation and storage costs substantially, introducing flat-pack product design (Elebute, 2023). It generated a revenue of €44.6 billion in retail in FY2025, which shows its ability to increase sales by offering lower prices (Fortune Business Insights, 2025). And its vertically integrated supply chain, where more than half of its range is produced from raw materials to finished product, offering an advantage in supply chain efficiency and cost savings (Liu, 2025).
Brand strength and customer value proposition 
A further internal capability driver of competitive advantage at IKEA is its brand renown. Associated with low prices, value for money and Scandinavian style, IKEA's brand boasts a strong value proposition (IKEA, 2025). The fact that it offers a wide range of products, approximately 12,000, and has a global reach, 63 countries and over 500 stores, in addition to its market leadership, helps reinforce its positioning (IBISWorld, 2025). It has enhanced brand loyalty and differentiation by implementing its customer-centric approach, which includes experiential retail environments and complete home solutions (Elebute, 2023). 
Innovation and sustainability integration 
Its internal capabilities also include innovation and sustainability. It continuously improves product designs. For example, it redesigned mattresses and furniture to use fewer resources. It reduces material usage and environmental impact (Al Shuwaler et al., 2020). Additionally, to comply with its commitment to sustainable growth, it has reduced its climate footprint by over 28% since 2016 (Liu, 2025). 
IKEA follows a hybrid competitive strategy that utilises its internal strengths and combines cost leadership with differentiation (IKEA, 2025). IKEA performs as a dominant player in the industry, creating competitive advantage through strong brand equity, innovation and sustainability, as well as efficient operations, hence, maintains long-term strategic success (Amarasinghe, 2024). 
3. [bookmark: _Toc228463599]CSR and Sustainability objectives 
[bookmark: _Toc228463600]3.1 IKEA’s CSR Strategy Framework
IKEA's corporate social responsibility (CSR) strategy is part of its sustainability strategy, which usually has three key themes, including Healthy & sustainable living, Climate and circularity, and Fair & equal society (Elebute, 2023). This strategic focus stems from IKEA's response to challenges such as climate change, water scarcity and social inequality. It plans to be climate-positive by 2030 by reducing greenhouse gas emissions by more than the value chain emits, while growing the business (Amarasinghe, 2024).
They have begun to make progress and have achieved a 28% reduction in total climate impact since 2016, and a 5% reduction in FY2024 from eco-efficient measures and renewable energy sources (Mahalakshmi et al., 2024). Further, IKEA is transitioning to a circular economy and is unwavering in its ambitions to use only recycled or renewable resources and design for a longer life span.
[bookmark: _Toc228463601]3.2 Alignment with Business Objectives 
IKEA's CSR strategy is in line with a cost leadership and long-term value creation strategy. Sustainability initiatives such as energy management, waste reduction and material efficiency not only have a positive impact on sustainability, but they also lead to cost savings and gain a competitive advantage through pricing (Al Shuwaler et al., 2020). For example, increased use of renewable energy, 71% of operations in FY2024, reduces energy prices, as well as promotes sustainability (IKEA, 2025).
Customers are gradually shifting towards ethical and environmentally responsible products. Hence, IKEA realises that sustainability is crucial for the future of its businesses (Amarasinghe, 2024). Therefore, it strategically integrates sustainability initiatives in its decision-making. 
However, it may have to face challenges in balancing between affordability and sustainability (Alzoubi et al., 2023). Despite challenges, IKEA has been successfully integrating CSR into its value chain and innovation processes, attaining its long-term competitive advantage. 
4. [bookmark: _Toc228463602]Comprehensive and Holistic View of IKEA: Balanced Scorecard
[bookmark: _Toc228463603]4.1 Financial perspective 
IKEA's financial objective is to sustain profitable growth without compromising the low-price strategy. In FY2025, IKEA's retail sales were volume-driven and supported by price reduction measures, with growth to €44.6 billion (IKEA, 2025). An efficient KPI is year-on-year retail sales growth, gross margin optimisation and efficiency. The target should be to sustain retail sales over €44 billion and grow margins with sourcing and transport efficiency measures. Key actions are price reduction, sourcing and transport efficiency with suppliers and sourcing locally to reduce tariffs and transport costs (Khan and Sarkar, 2024). In 2024, an average reduction of 10% in two years, stated IKEA CEO, enabled the company to increase the volumes of products sold, despite revenues decreasing 1% in FY2025, as quoted by Reuters (Fondahn and Reid, 2025).
[bookmark: _Toc228463604]4.2 Customer perspective 
The objective for the customer is to provide IKEA's purpose of "a better everyday life for the many people" through affordability, accessibility and design. The key performance indicators (KPIs) are foot traffic, online traffic, customer satisfaction, number of loyalty program members and home delivery performance (Iruthayasamy, 2021). IKEA's FY2025 results demonstrate strong market coverage with 66 new retail locations and 222,000 co-workers around the world, meaning IKEA is reaching more customers (IKEA, 2025). Consequently, IKEA’s customer strategy states its focus on providing omnichannel convenience and loyalty development (Hagberg and Jonsson, 2022). 
[bookmark: _Toc228463605]4.3 Internal business processes perspective 
IKEA aims to augment its operational competence, its supply chain strength and sustainability in its internal works. Product availability, time-to-market, renewable electricity, and waste and carbon intensity are the Key Performance Indicators (KPIs). IKEA ensures its sustainability performance with targets for every year (Khan and Sarkar, 2024). For example, in FY2024, the climate footprint of the company was 21.3 million tonnes CO2e, which is reduced by 5% from FY2023 and 28% since FY2016 (IKEA, 2025). Production emissions dropped by 21% with a rise in renewable electricity production to 75% (Fondahn and Reid, 2025). They are used in renewable infrastructure, electric transport, circularity of product design, resource efficiency and others.
[bookmark: _Toc228463606]4.4 Learning and growth perspective 
The learning and growth dimension is to boost innovation, digital and employee development. The KPIs include hours of staff training and development, digital skills, innovation, engagement and retention (Iruthayasamy, 2021). IKEA employs 222,000 people working worldwide, hence people development has become essential as part of its strategy. The expansion of IKEA in terms of the amount of sales and digital channels requires omnichannel selling, sustainability, data analytics and customer development education. Strategy initiatives ought to target leader initiatives and digital training, sustainability initiatives and innovation teams (Miller and Smith, 2021). This perspective supports the renewal and execution of the long-term strategy through the granting of employees the ability to provide IKEA with a low-cost, design differentiation and hybrid sustainable business approach through strategic delivery.
5. [bookmark: _Toc228463607]Strategic choices and implementation 
[bookmark: _Toc228463608]5.1 Business-level strategic choices 
The hybrid model, which employs the element of incorporation of cost leadership and differentiation, is a significant business venture at IKEA. This has been made possible through cost leadership based on the flat-pack production, sourcing all over the world and through economies of scale that have made the firm realise a permanent price break (Alzoubi et al., 2023). Such as the IKEA reduced its prices by approximately 10% in two years to maintain equal prices despite the inflationary forces that occurred, despite the fact that the outcome of the consequent reduction in sales by 1% to 44.6 billion euros of the sales in the FY2025 (Ingka Group, 2025). 
Meanwhile, IKEA also distinguishes itself based on the Scandinavian design and shopping experience, as well as integrating solutions for the home (Khan and Sarkar, 2024). Unlike the other competitors, like Wayfair, which is purely e-commerce-based or JYSK, which emphasises a low-cost strategy, IKEA has not only the low costs but a specially created in-store experience as well as virtual experience (Khan and Sarkar, 2024).
The hybrid strategy, despite improving the competitive stand level, brings conflict between the cost cutting as well as the maintenance of the same quality and sustainability level (Alzghool, 2020).
IKEA does not need to switch its strategy as a hybrid, but it should make its products even more differentiated with the added value of digital towards sustainability and product personalisation. It will reduce price competition in the long-term and brand equity.
[bookmark: _Toc228463609]5.2 Corporate-level strategic choices 
[bookmark: _Hlk228453299]Internationalisation and format diversification are strategies that IKEA attempts to achieve internationally. It has more than 504 stores in more than 63 markets in every corner of the world, and this gives a good internationalisation strategy (IBISWorld, 2025). IKEA in the UK not only has abandoned the big stores out of town, but it has also re-formatted to the urban format due to the need to reach and capture the urban consumer and bring it to Oxford Street, where it carries with it the flagship store (Miller and Smith, 2021).
Besides this, IKEA has been growing through omnichannel retailing, which consists of online resources as well as Collect Near You points, and collection points have also been introduced in the UK, numbering more than 100 (Bouhia, 2022). It is an indication that the evolving consumer behaviour and competition in e-commerce did not leave it behind.
The overseas expansion is yet to become an active force of expansion, and yet the markets need to develop accordingly (Alzoubi et al., 2023). Localisation, such as city shops, online shops, etc., of competitiveness is shown and exemplified by the case of the UK.
IKEA expansion and digitalisation in city urban areas should be maintained within the developed markets, such as the UK, but selectively within the emerging markets where demand is growing (Bouhia, 2022).
[bookmark: _Toc228463610]5.3 Change management and strategic implementation 
The ability to adapt to change by mutually modifying its strategy in response to external factors like declining economic conditions, the effects of digital disruption and most of the consumer behavioural trends is probably one of the most prominent strengths that at least one sphere within IKEA has shown to have (Khan and Sarkar, 2024). The company is also increasing its sales volumes by 4% and has not reduced its market share in the UK despite the sales to the firm dropping by 2.1% to stand at 2.25 billion at FY2025, indicating its success in strategy implementation (Ingka Group, 2025).
The development of the omnichannel retailing approach, the development of small urban types of accommodation, investment in the reduction of price and affordability, and emphasis on the sustainability and circular model of business are the most relevant change initiatives (Mahamod, 2021).
With such inventions, customers are more accessible, and positioning is competitive. The store on Oxford Street is an illustration of how a huge footprint was drawn onto the store, and the store is reminiscent that IKEA has been turned into a city-store-innovative (Mahalakshmi et al., 2024).
Although IKEA is in a position to manage change, there are minimal hurdles. Prices are drawn down, margins are cut, and the move towards smaller stores necessitates new operation facilities (Miller and Smith, 2021). Moreover, to undergo the digital transformation, it will have to be invested in continuously.
Overall Evaluation
IKEA has a high degree of compatibility between business-level strategy and corporate-level strategy in its strategic decisions. Its competition strategy based on technology transformation and globalisation has made it have a hybrid competitive strategy that has helped it to survive in tough markets like the UK (Alzoubi et al., 2023). In order to make this an eventual success in the future, however, it will be necessary to strike a balance between cost efficiency and differentiation, as well as address the sustained strategic change.
6. [bookmark: _Toc228463611]Strategic evaluation and recommendations 
[bookmark: _Toc228463612]6.1 Strategic evaluation using SWOT and Ansoff Matrix 
Through a SWOT analysis, the existing IKEA strategy has been highly robust; however, some new pressures were taking shape. It has a strong brand globally, has logistic benefits such as the use of flat-packs, and has its own supply chain, among other its strengths and could make the organisation one dime more expensive than the traditional furniture retail business proposal would have done (Bouhia, 2022). In addition, the company is also international with over 500 stores in 63 countries, which contributes to its winning the market and the economies of scale. Nevertheless, the experienced event of quality of the commodity and self-putting together that are the spheres of imperfection of this corporation can make it easy for individuals of the competitive societies (Laurin and Fantazy, 2017).
Online development prospects and the city retail innovations can be found in the UK, where online sales have already phenomenally increased by 43.2% of the turnover in FY2025 (Ingka Group, 2025). The macroeconomic forces and threats have several aspects that involve the growing competition of the online stores, inflation and decreased purchasing power. To reinforce this, IKEA UK reported sales of 2.25B in 2025, representing a fall of 2.1%, and this can be said to be a result of the cost-of-living crisis, even though the sales volume increased by 4% (Fondahn and Reid, 2025).
To reinforce the support extended by the Matrix of Ansoff, IKEA is massively oriented. Its market penetration strategy includes a decrease in the price to stimulate volume (Miller and Smith, 2021). Market development indicates its focus on UK target city markets, such as flag shop, markets. Product development states its multifunctional, eco- friendly furniture. This means that it is an even growth strategy, but this might reduce the profitability in the long term, as they would tend to rely on price discounts more and more.
[bookmark: _Toc228463613]6.2 Recommendations for strategic improvement 
[bookmark: _Hlk228452629]At first, IKEA should expand its omnichannel ecosystem. Thus, it can strengthen its digital transformation strategy, enhance customer value and competitive positioning (Miller and Smith, 2021). IKEA should concentrate on creating personalisation through artificial intelligence and delivery, even though it has been showing continuous growth in e-commerce sales, 28% of global revenue, suggesting a market opportunity, in order to ensure a competitive advantage with companies such as Wayfair (Ingka Group, 2025). 
Second, the company should expand its services, such as interior design, assembly, and subscription-based furniture models. It will enhance its service-based differentiation. This strategy will align with the service dominant logic approach, which focus on value co-creation and customer experience (Bouhia, 2022). For brands in the UK, with growing customer preference for convenience, shifting away from self-assembly would increase retention and satisfaction.
Third, along with enhancing digital transformation strategy and service-based differentiation strategy, it ought to emphasise sustainability-led differentiation strategy (Alves and Luís Reis, 2020). Thus, its sustainability capabilities will become a source for its long-term competitive advantage. Such a concept aligns with the resource-based view. 
The recommendations are based on internal and external threats to the business. Although cost leadership and differentiation are currently well-balanced, IKEA should ensure that its cost reduction does not reduce profits (Alzoubi et al., 2023). Through digitalisation and new services and products focusing more on sustainability, IKEA will enhance differentiation (value) and cost leadership.


[bookmark: _Toc228463614]Section 2
[bookmark: _Toc228463615]Reflective Account using Gibbs’ Reflective Cycle 
This is a reflective approach using the Gibbs Reflective Cycle (1988), which involves six stages, including description, feelings, evaluation, analysis, conclusion and action plan, to reflect on the research and design of the strategic analysis for IKEA (Nurlatifah et al., 2023). This offers a structured approach and learning from experience in education.
[bookmark: _Toc228463616]Description 
The task was to conduct a strategic analysis of IKEA by strategic analysis of the external and internal environments, CSR analysis, balanced scorecard implementation, and to make suitable strategic recommendations (He et al., 2018). Research methodology involved collecting financial and operational reports and CSR reports, particularly with regard to global and MNC presence and the UK turnover. For example, IKEA's revenue of £2.25 billion in the UK in FY 2025 and continuous affordability efforts were examined to guide strategic action (Ingka Group, 2025).
This included academic models, such as PESTEL, VRIO, SWOT and Ansoff's Matrix, reports and secondary sources (Alzoubi et al., 2023). The purpose was to apply theory to data for an assessment of a critical, evidence-based report using academic standards.
[bookmark: _Toc228463617]Feelings 
The assignment appeared complex with multiple strategic models and the requirement for contemporary UK data and cases. A challenge was the link between the academic and practical (Nurlatifah et al., 2023). But the research process made the assignment less vague, particularly in determining how IKEA's strategies, such as price cuts and omnichannel retailing, relate to the academic models.
It was an academic process, especially in its pursuit of linking theory to practice (Alves and Luís Reis, 2020). But it was also a challenging process in securing reliable, current and academic-oriented data.
[bookmark: _Toc228463618]Evaluation 
The study process delivered a well-structured and analysed report. In particular, the use of credible sources and current statistics allowed rigorous analysis. For example, IKEA's sustainability practices, including a 28% climate impact reduction since 2016, added value to the CSR analysis (Li, 2023).
But there were some weaknesses as well. Some insights were limited by using secondary data. In addition, it was time-consuming to integrate different models, and there was a risk of being too descriptive (Alves and Luís Reis, 2020).
[bookmark: _Toc228463619]Analysis
The use of Gibbs' model highlights the impact on the process of the research and analysis. Reflective practice suggests learning occurs when individuals reflect on their experiences rather than merely describe them (Nurlatifah et al., 2023).
Using frameworks, for example, VRIO and PESTEL, offered triangulation of ideas and new insights. For instance, IKEA's cost leadership strategy was sustained by both internal (VRIO) and external variables, such as the economic environment, including inflation (Miller and Smith, 2021). Similarly, analysis of the UK market, for example, relocation to the city and increased online engagement, offered examples of theory in practice.
Besides, time management and data filtering were two critical challenges for the analysis. Selecting relevant and credible data from large volumes of information was required for appropriate judgment (He et al., 2018). 
[bookmark: _Toc228463620]Conclusion 
Finally, the reflection suggests that the assignment has served to enhance knowledge of the theory and practice of strategic management. The reflective exercise using Gibbs Reflective Cycle has helped to confirm the positives and negatives of the work (He et al., 2018).
The key learning is to ensure that theory and 'real world' insights are brought together to conduct a critical analysis rather than a description (Miller and Smith, 2021). It has also highlighted the importance of using recent and credible resources and the consistency of principles used to support the arguments.
[bookmark: _Toc228463621]Action 
Several things will be done for the next assignment. First, scheduling time for research, analysis, writing and editing will provide improved time management. Focusing on interpretation and evaluation rather than description for higher academic levels will provide deeper critical analysis (Nurlatifah et al., 2023). Incorporating academic journals, articles, and company reports will provide a broader source diversification, along with strengthening theoretical grounding. Applying more skills with theories, such as linking PESTEL analysis to recommendations, will improve synthesis skills. These will make the analysis more critical (He et al., 2018). Reflection, as stressed by Gibbs, will lead to continuous learning and development, and better strategic analysis in the future.


[bookmark: _Toc228463622]Conclusion 
This report has provided a critical evaluation of IKEA’s strategic management in the ever-evolving competitive global retail environment. The report shows that the success of IKEA is built on a combined competitive strategy of cost leadership and differentiation, achieved through design, customer experience, and cost efficiency. The analysis demonstrated that macro-environmental factors such as economic instability, the digital economy and sustainability all impact strategic management, especially in saturated markets such as the UK.
The internal analysis verified that IKEA has valuable, rare, and inimitable resources and capabilities such as its supply chain integration, global branding, and low-cost business model. These resources and capabilities, confirmed by the VRIO analysis, sustain a competitive advantage. Moreover, the balanced scorecard evaluation emphasised IKEA's success in integrating financial and non-financial goals, enabling sustained value creation and contributing to its vision of low prices and high accessibility.
On the other hand, the assessment also identified the challenges faced by the company, including declining margins due to price cuts, rising competition with online-only retailers, and the difficulty of incorporating sustainability with affordability strategies. Therefore, digital innovation, value creation through sustainability, and service differentiation are the recommended strategic improvements that will assist IKEA to remain market leader as well as ensure attain sustainable competitive advantage. 
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