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[bookmark: _Toc224328913]Introduction to IKEA  
IKEA is a Swedish-based home furnishing company operated globally, with its main office located in countries like Sweden in 1943, and was established by a man named Ingvar Kamprad. It is a large mail-order company based in Almhult, Sweden, which has developed into the largest furniture retailer in the world with millions of clients in over 60 countries of the world. As of fiscal year 2025, IKEA has registered EUR44.6 billion total retail sales globally, 66 new locations of sales and 222,000 co-workers staffing operations and customer service activities across the globe (IKEA, 2025a). Online sales are currently occupying a considerable portion of the total sales made through e-commerce platforms, where about 28 per cent of the total sales are being made through electronic mediums of conducting business. This indicates that the company is becoming increasingly digital as part of its omnichannel strategy.
Affordability, modern design, and sustainability are the pillars of the business model in IKEA. The brand aims to make high-quality home furnishings affordable to many people and this is achieved by investing in low-pricing and cost-efficiencies. Over the past few years, IKEA decreased the prices of thousands of products by approximately 10 per cent in response to consumer economic pressure (Fondahn and Reid 2025). Similarly, the company enhanced store and online traffic, an epitome of its long-rooted value proposition. 
The main focus of the strategic vision of IKEA lies in its vision and mission to provide a better everyday life for every individual. This statement informs the business decision-making process, such as product development and customer experience design. This customer-centered value strengthens the IKEA culture of convenience and value, as well as innovation in customer interaction with the brand. IKEA continually incorporates customer needs in its innovation agenda, whether done through digital means, increased e-commerce offerings or through sustainable services such as circular services and renewable energy investments (Rodrigues and Brandão 2020). This is demonstrated because of its global size, IKEA has a customer-driven mission and continuous innovations, which make it one of the most successful examples of how traditional retail can be transformed during the digital era.
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IKEA is a fast-changing retail business that is influenced by the changing consumer tastes, technology, sustainability demand and macroeconomic forces, and operates in a globalised world. With consumers becoming more digitally aware and environmentally aware, IKEA will have to change its approach to remain competitive in the home furnishings sector (Zhou, 2024).
The further development of e-commerce and digital consumer behaviour is one of the most powerful trends that influences IKEA. E-commerce is currently a retail powerhouse, with the world spending over $5.5 trillion in e-commerce in 2023 and an estimated over 7 trillion in e-commerce by 2025 (Mitchell 2026). To create a strong digital presence, IKEA is making substantial investments in digital capabilities, namely user-friendly online shopping platforms, mobile applications, AR visualisation technologies, such as the IKEA Place application, and efficient home delivery solutions, all aimed at increasing the digital customer experience and remaining competitive. It is not the only result of this change, as in the case of IKEA, online sales occupied approximately 28% of the overall sales in 2024, which is an improvement over the past years and shows that more consumers prefer online shopping options (IKEA, 2025b).  
In line with digital development, sustainability has emerged as a fundamental consumer force throughout the world. More and more consumers, particularly millennials and Gen Z, are ready to pay a premium to buy brands that are highly environmentally committed. Around 73 % of  Millennials are said to spend more on products that are sustainable, and this puts pressure on retailers to go green (Curtin, 2018). IKEA has reacted with ambitious targets, including striving to be climate positive in 2030, investing in renewable energy, more use of recycled materials, and piloting like IKEA Preowned, its marketplace of second-hand products to encourage circular consumption.  
However, there is an overall industry environment that is challenging. The furniture spending has been reduced by global economic uncertainty and a slowdown in some of the major housing markets. For example, in 2024, IKEA has stated that annual sales of its retail have reduced by 5 per cent, as a result of deliberate price cuts to help low-end consumers with their finances, even though footfall and online sales have grown (IKEA, 2024). 
IKEA is under pressure from both online and traditional retailers in terms of competition. Amazon and Wayfair are e-commerce giants that have enhanced their home furnishing products and compete based on convenience and speed of delivery, as well as a large range of products (Yani et al. 2025). The price and service propositions presented by IKEA are also threatened by the high numbers of big box and discount retailers like Dunelm, Argos, DFS and local furniture specialists. 

Table 1: To systematically understand these external forces, a PESTLE analysis highlights key macro environmental trends
	Political
	The policies concerning trade, tariffs and national policies affect the supply chain of IKEA and its global expansion. For instance, when operations are affected by political instability or high import tariffs in a given region.

	Economic
	Consumer spending on furniture is affected by global inflation, currency fluctuations, interest rates and the demand for the product in the home market. Recessions usually drive customers to low-cost products such as IKEA.

	Social
	Demand is being changed by urbanisation and demographic changes. The compact furniture, which is city-friendly, is gaining popularity as more than 55 per cent of the global population resides in urban centres (UN-Habitat World Cities Report, 2020). Purchase decisions are also driven by sustainability because the socially minded consumers are interested in purchasing eco-friendly goods.

	Technological
	The development of AR/VR, mobile apps, and digital planning tools is changing the way customers experience IKEA products, enhancing the level of online engagement and decreasing the number of returns (Söderström et al. 2024). 

	Legal
	Stricter environmental compliance and waste disposal rules and product safety legislation necessitate constant adjustments and may raise operational expenses.

	Environmental
	The emergence of environmental responsibility and impact on long-term strategy can be seen in the dedication of IKEA to renewable energy and circular business models (recycling initiatives and carbon footprint reduction) (Estévez et al. 2022).


(Source: own illustration)
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[bookmark: _Toc224328917]Innovation Ambition Matrix

The Innovation Ambition Matrix is a strategic model that is applied in classifying the innovation activities in an organisation in terms of ambition and impact. The framework categorises innovation into three major types, which are core innovations, adjacent innovations, and transformational innovations. Core innovations are aimed at processes, products, or services that look into improving the existing business model (Goffin and Mitchell, 2017). Adjacent innovations take the capability of an organisation into new markets or product lines that are closely related. On the contrary, transformational innovations target developing new markets, new business models or new disruptive approaches to established industries. In the case of a well-known enterprise such as IKEA, the Innovation Ambition Matrix offers a clear and organised way of how to balance the activities of incremental advances, market development, and disruptive ones. All the forms of innovation are essential in maintaining the success of IKEA in a market that is becoming more competitive.
[bookmark: _Toc224328918]Core Innovations
The primary area of innovation in IKEA is improving the already good aspects of the company. Such innovations preserve its efficiency, customer interaction, and competitive pricing in its operations, which are central to its business (Khan and Sarkar, 2024). IKEA has one of the most prominent core innovations in its self-assembly model that has played a crucial role in its cost-reduction strategy. IKEA has, over the years, made minor adjustments to this model, which include adding clarity to the assembly instructions, simplifying the packaging, and improving the arrangement of the stores. The changes reduce the levels of difficulty and fun involved in the process of self-assembly with the customers and guarantee their satisfaction at low costs.
Omni-channel retailing is another major core innovation that combines the physical stores of IKEA and its digital platform to provide a smooth shopping experience. The company has invested heavily in its online commerce system, where clients can shop, check the availability of products and collect them at the shops (Thaichon et al. 2023). This hybrid solution will make the shopping process easier for the customers as they can shop at their convenience and enjoy IKEA prices at the same time. Similarly, the changes in the range of products have been an important part of the fundamental innovation of IKEA. The company revitalises its product lines by adding new designs, materials and colours every year (Zhang, 2024). This strategy makes the IKEA products fresh and receptive to changing customer demands and trends that make the company competitive in the market.
[bookmark: _Toc224328919]Adjacent Innovations
The surrounding innovations enable IKEA to use the available strengths and capabilities to penetrate other new markets or develop new products. One such innovation is that IKEA has introduced the food and cafe experience as an extension of its services. The company has also placed cafes and food courts strategically in its stores and has a diverse menu according to local tastes (Kral, 2023). This has been extended to food services, which provide a customer experience differentiation leading to longer stays and enhancement of customer satisfaction.
Home services are still another instance of adjacent innovation. IKEA has also entered the business of offering assembly, delivery and interior design services, in addition to the already existing furniture. This growth will enable IKEA to engage its customers further and grow its revenue through value-added services that help in moderating the entire shopping experience (Ozturkcan, 2021). The other type of adjacent innovation is IKEA's small-format stores in urban settings. The company has realised that its large-format stores cannot serve the urban markets effectively, so it has taken smaller and more adaptable store designs in the cities. These outlets are aimed at fast access to the necessary products and services, including Click and Collect, and enable IKEA to access locations that had been hard to reach because of space issues.
[bookmark: _Toc224328920]Transformational Innovations
Transformational innovations are created to restore the way in which IKEA conducts its relationship with its clients and the rest of the home-living ecosystem. Such innovations are risky, though they can bring huge payoffs in terms of exploring new markets or developing new ones altogether (Shahid, 2023). The aim to be a fully circular company with a target of 2030 is one of the most ambitious transformational innovations that IKEA undertakes. This project is based on reconsidering the entire chain of values of IKEA by integrating the practices of refurbishment, reuse, and recycling on a large scale. The company strives to minimise waste and decrease its environmental impact, and offer its customers sustainable products, taking into consideration the increasing consumer demand for eco-friendly solutions.
The other transformational innovation is the move by IKEA into the smart home market. IKEA is not only a furniture company anymore because of the introduction of new products such as smart lighting, connected appliances and Internet of Things (IoT) accessories, which enable customers to offer technology-enabled living solutions (Mele et al. 2022). IKEA is making itself a leader in the emerging smart home ecosystem by making furniture a part of its ecosystem.
Another form of transformational innovation is the use of Augmented Reality (AR) applications like the IKEA Place application. This application enables customers to imagine the appearance of furniture in their homes before buying it. AR experience will give a new dimension of interaction with products and is expected to transform the interactions between the customers and the brand, as the process of shopping will be more immersive and educational (Enyejo et al. 2024).
Table 2: Applying the Innovation Ambition Matrix
	Innovation Type
	IKEA Example
	Justification

	Core Innovation
	Enhanced self-assembly products and improved omnichannel UI
	Incremental improvements to existing offerings that sustain the current business

	Adjacent Innovation
	Home services and urban small-format stores
	Extensions into related services and markets

	Transformational Innovation
	Circular economy and AR tools
	Disruptive initiatives that redefine engagement and value propositions


(Source: own illustration)
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Customer Journey Mapping is a design thinking tool that is used to map the customer journey with a brand. The process of mapping assists in determining the main touchpoints, friction areas (pain points), and delight moments (gain points) (Harris, 2020). In the case of companies such as IKEA, which have a presence in both physical and digital locations, customer journey mapping is particularly relevant to provide a continuous, channel-integrated experience.
The process usually involves awareness up to the post-purchase support, and an organisation is able to establish where the process has been inadequate and where it can be improved to create a great customer experience. When companies address the issue of customer pain points and gain points, they will be able to develop disruptive solutions that create a frictionless experience and more satisfaction (Holz et al. 2023). 
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Figure 1: A typical IKEA customer journey consists of the following stages
(Source: own illustration)
[bookmark: _Toc224328922]Pain Points
Although the brand presence of IKEA is great, customers have multiple pain points in their journey. The confusing navigation of products on the IKEA website and mobile application is one of the shared problems. Customers may have thousands of products and cannot easily filter, compare and find what fits their needs. The other point of pain is long delivery times, particularly during peak seasons or in remote areas. Delays in products are known to frustrate customers, thereby affecting their satisfaction (Leogrande, 2024). There is also a challenge with the complexity of assembling it. Although this is a feature of the self-assembly model, which saves money, it may be challenging for some clients who have a hard time with instructions or the physical assembly.

[bookmark: _Toc224328923]Gain Points
Besides these pain points, IKEA is a strong brand in a few aspects. Its low-cost and trendy products are a remarkable attribute, which appeals to customers in need of well-designed furniture but at reasonable costs. The other strength of IKEA is its physical store experience, where customers can visit the showrooms to view and experience the products in a real environment. The Click and Collect service offered by IKEA is a convenient service for customers who usually shop online shopping but collect their products in stores. This adaptability contributes to the general satisfaction of the customers (IKEA, 2026). IKEA has also developed a strong brand loyalty, which is known across the globe due to its reliability, low cost, and the concept of customer focus.
[bookmark: _Toc224328924]Opportunities for Digital Innovation
These are some of the friction points that IKEA can mitigate through the incorporation of digital innovations. Indicatively, more intelligent search filters and improved recommendation engines can be used to improve digital product discovery. The customers will be able to find what they are seeking with greater ease, saving time and frustration due to better product search capabilities. AR-based applications used in visualisation, like the IKEA Place application, can be further developed to enable customers to visualise products in their houses, which enhances their confidence when making a purchase and lowers the rate of returns (Ozturkcan, 2021). Another solution that IKEA can introduce through AI-based support systems, including chatbots or voice assistants, is the ability to assist customers with the assembly process and to give them real-time guidance, eliminating the need to use printed manuals. According to Srikanth Yerra (2024), real-time delivery monitoring and predictive schedules may enable customers to know the timing of their product delivery, and this will ease their anxiety and enhance their satisfaction.
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[bookmark: _Toc224328926]Proposed Digital Transformation Initiative
To expand the existing innovation strategy of IKEA and solve the long-standing customer friction issues that have been revealed in the initial analysis, the offered digital transformation project is the introduction of an AI-Powered Personalised Shopping Ecosystem (AI-PSE). This ecosystem is a combination of artificial intelligence (AI), machine learning, and interactive digital experiences, both on the websites and physical outlets of IKEA. The initiative will strive to improve the overall customer experience through offering a more personalized and smooth experience in shopping, as well as solve the problem of decision paralysis, uncertainty over the right fit of products and complex product discovery (Vashishth et al. 2024).
Four main elements are the basic elements of this AI-PSE. The first one is the AI Personal Shopper Assistant, which is a conversational AI which is offered on the IKEA website, mobile application, and in-store kiosks. This will be a tool that is used to help customers discover products by posing appropriate questions to the customers on their preferences, space size, budget, and lifestyle requirements (Raza, 2025). This will allow the AI assistant to suggest the appropriate products, which will provide a customer with a personalized shopping experience.
The second component of the ecosystem is the Personalized Visual Room Planner that will be based on image recognition and augmented reality (AR), and scan the room of the customer and create furniture layout recommendations that fit the room and design preferences. The AR implementation will enable the customers to virtually install IKEA furniture in their homes, buy it, and eliminate doubt, increasing trust in their choices.
The third one is the Predictive Recommendation Engine. This tool will use machine learning algorithms to analyse the past customer behaviour and preferences to deliver highly personalised product suggestions, offers, and promotions (Azuka et al. 2024). The engine will also provide the customers with inspirational ideas that are based on their browsing history and their preferences, so that they can explore the items that are complementary to each other and will make the process of shopping more interesting.
At last, the Integrated Digital Cart and Cross-Platform Continuity will allow customers the opportunity to move within the IKEA mobile application, webpage, and in-store devices without issues. The customers will be in a position to store their product selection, make comparisons, and make purchases at their convenience, whether in-store or online (Dwivedi, 2022). This will contribute to the customer experience by providing a continuous, frictionless customer shopping experience to facilitate continuity across channels. Using AI, machine learning, and immersive digital technologies, AI-PSE will make decision-making easier, lessen the cognitive load, and enhance customer trust, resulting in an improved shopping experience overall.

[bookmark: _Toc224328927]Value to IKEA
The AI-PSE project addresses the main issues of the customers of IKEA and improves various customer experience steps. Among the greatest advantages of AI-PSE, there is the ease of navigation and product discovery. The product range of IKEA is huge, and its customers cannot find what they want among the numerous and different options. The use of AI-based recommendations will also save customers time as they do not have to go through numerous items to find what they need since the system will suggest items that best suit their needs, depending on their preferences and style (Gkikas and Theodoridis, 2021).
Moreover, enhancing trust in buying choices is one of the key areas of concern of the initiative. Several IKEA customers are not willing to buy items due to the lack of knowledge on whether a piece of furniture can fit or be good in their house. The proposed solution to this issue will be the Personalised Visual Room Planner, which will allow customers to arrange furniture in their homes in AR (Taxit, 2026). The customers will be able to visualise the way in which a product will fit in their space with this feature, and thereby, this will lessen uncertainty and hesitation and maximise satisfaction.
The AI-PSE initiative will also complement the experience of IKEA with regard to its omni-channel by integrating the experience of digital tools through the physical and online touchpoints. This will enable the customers to start their shopping process online, narrow down their options in-store, and make purchases across the various channels of their preference (Madhumanchi, 2025). This kind of integration will make IKEA accessible and convenient in any way the customers want to deal with the brand.
The other important value that the AI-PSE initiative will introduce is the enhancement of customer engagement and loyalty. Personalisation has been proven to increase customer satisfaction greatly, and once customers feel that a brand understands them, they will come back to the brand and refer their friends (Casaca and Miguel, 2024). Offering a personalised experience to the customers will enable IKEA to establish a stronger bond with its customers, making them more loyal and engaged.
Moreover, AI-PSE will be useful in terms of operational efficiency and upselling. Predictive analytics will assist the company in optimising its inventory, promoting based on preferences, and suggesting complementary products to enhance inventory management, which will also result in sales through showing bundles and add-ons to customers (San Yap and Wei Koh, 2025). This will strengthen the profitability of every transaction and will help IKEA in its objective of propelling the growth of the competitive retail market.
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The AI-PSE project can be closely matched with the overall innovativeness and strategic objectives of IKEA. The company always been a customer-oriented brand in a way to better the everyday life of many people. AI-PSE is suitable for this mission because it can make the process of decision-making for customers easier, more customised, and fulfilling the shopping experience (Gkikas and Theodoridis, 2021). IKEA is also going beyond its dedication to making the customer central to its business by adopting AI and modern digital technologies.
Additionally, digital transformation is a priority for IKEA since the corporation understands the increased role of e-commerce and online interactions in the retail environment. The company has already committed to the digital solution, including AR applications and online ordering, which have successfully enhanced the customer experience (Madhumanchi, 2025). AI-PSE will be based on these current technologies and will form a more integrated and intelligent digital ecosystem that will help IKEA to reach more customers through various lines.
The initiative helps in the sustainability and operational efficiency, which are two of the core values and form the core of the long-term strategy of IKEA. It will assist in minimising product returns by enabling customers to make better and more confident buying decisions with the assistance of AI-PSE (Wang et al. 2025). In its turn, it will reduce the environmental footprint of transportation and logistics, which will correspond to the overall sustainability strategy of IKEA, which aims to become a fully circular business by 2030.
Another significant reason to implement this initiative is its competitive advantage. The competitors of IKEA are also embracing AI-based solutions as AI and digital solutions continue to gain relevance in the retail industry. However, AI-PSE makes IKEA stand out through recommendations based on AI and AR spatial intelligence, which make the experience more immersive and personalised, compared to simplistic recommendation engines provided by other retailers.

[bookmark: _Toc224328930]Implementation Plan

Figure 2: This staged plan balances speed with quality, enabling IKEA to refine the ecosystem based on customer insights before full global rollout
(Source: own illustration)
[bookmark: _Toc224328931]Updated and Enhanced Customer Journey Map
Customer experience at IKEA will be much more individual and digitally empowered with the arrival of AI-PSE. The journey will start with a specific advertising campaign based on the preferences and the history of the customer, and the next stage will be the AI Personal Shopper, with its help in the selection of the goods (See appendix). The Visual Room Planner will enable customers to see how the products fit in their houses, simplifying the consideration and decision-making processes. As Wang et al. (2025) highlight, the predictive recommendation system will be helpful since it will provide customised recommendations and intelligent bundles according to personal preferences.
Cross-platform cart continuity will make purchasing a product easier, as customers will be able to make transactions across different devices without complications. Delivery tracking and an AI chatbot service will make sure that the after-sales process will be as continuous as possible, and customers will be able to follow their orders and get personalised care tips offered by the brand itself (Uzoka et al. 2024). The use of AI and AR in the entire process of the customer experience will bring great additions to the overall customer experience of IKEA. This will not only improve customer satisfaction but will also increase the efficiency of operations as it will offer data-driven knowledge on customer behaviour and management of stock.
Table 3 Timeline Summary
	Phase
	Duration
	Key Deliverables

	Pilot
	3–4 months
	Initial AI-PSE functionality in select stores; customer feedback collected

	Development & Testing
	4–6 months
	Refined AI, AR and recommendation engines; improved usability

	Rollout
	6–9 months
	Full deployment across UK stores and online platforms; marketing campaigns

	Evaluation & Optimization
	3 months (ongoing)
	KPI measurement, NPS survey results, and continuous system improvement

















[bookmark: _Toc224328932]Conclusion
The suggested AI-based Personalised Shopping Ecosystem (AI PSE) is an important digital transformation project in relation to IKEA, which is set to provide customers with better experiences, simplify processes, and help the company achieve its innovation objectives over the long term. AI PSE combats the major issues identified during the analysis, such as multi-faceted product discovery, ambiguity in purchasing behaviour, and unequal omni-channel experiences, by combining artificial intelligence, augmented reality, and machine learning into the online and in-store touchpoints. Customers enjoy the benefits of greater convenience, confidence and interaction, whereas the company attains operational efficiencies, fewer product returns and a better understanding of consumer preferences. Immersive and interactive tools also enforce the idea of sustainability in IKEA by encouraging more informed buying decisions and maintaining the concept of the circular economy through a decrease in waste. The project is an example of how digital transformation can be leveraged to bring value to both customers and the organisation, to make sure IKEA is still relevant and adjusting to the fast-changing global market.
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Current IKEA Customer Journey


Awareness


Customers discover IKEA through advertising, social media, word‑of‑mouth, search engines, or brand reputation.


Consideration


Customers browse the IKEA website, mobile app, or visit a showroom to explore furniture and décor options.


Decision


The customer selects products, evaluates price options, and reviews delivery or assembly services.


Purchase


Sales take place online, in‑store, or via click‑and‑collect.


Fulfilment


Delivery and assembly services are arranged.


Products are shipped or picked up.


Post‑Purchase Support


After‑sales customer service, returns, or product care guidance.



Stage 1: Discovery & Research (3 Months)


Conduct internal workshops to align business units.


Survey customers to understand most desired personalization features.


Audit current data sources, customer profiles, and digital infrastructure.


Stage 2: Prototype Development (4–6 Months)


Build MVP versions of the AI Personal Shopper, Visual Room Planner, and Recommendation Engine.


Partner with AR and AI vendors for technology components.


Design user experience (UX) flows for app, web, and in‑store kiosks.


Stage 3: Pilot Launch (3 Months)


Select several markets (e.g., Sweden, Germany, USA) for pilot testing.


Collect quantitative and qualitative feedback from customers and employees.


Monitor KPIs: engagement rates, conversion uplift, time‑to‑purchase, and reduction in returns.


Stage 4: Iteration & Enhancement (2–3 Months)


Refine AI algorithms based on pilot data.


Improve UI/UX design based on customer feedback.


Integrate with loyalty programs and CRM systems.


Stage 5: Full Deployment (6–9 Months)


Roll out AI‑PSE globally in phased waves.


Implement employee training for in‑store kiosks and support teams.


Launch marketing campaigns to increase awareness.


Stage 6: Continuous Improvement


Use real‑time analytics to adjust recommendations and AR features.


Expand language support and regional customization.


Scale infrastructure for high demand and traffic.


2

image2.jpeg




image3.jpeg
INNOV AT IO





image4.png




image5.jpg




image6.jpeg




image1.jpeg




