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[bookmark: _Toc62149098]Executive Summary
In this report, I will describe the difference between the linear and circular economy and why the circular economy is important. I will also investigate IKEA, where they fit in a circular economy, and what policies and practices they could implement to become 100% circular.
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In this report I will critically analyse the Swedish furniture company, IKEA, and what their position in a circular economy looks like. To do this, I must first highlight what a circular economy is and how it differs from the traditional, linear economy. 
Linear Economy
A linear economy will usually follow the take-make-dispose process. Here value is created by making and selling as many products as possible, with the process ending for the organisation as soon as the product is with the consumer. The products life cycle then ends when it is disposed of by the consumer, usually as waste in landfill. This is a process that we all have grown accustom too, consumers and businesses alike, and breaking the cycle can be difficult to manage. A prime example of this can be seen in the toilet brush. Usually made with plastics, the toilet brush has a linear economy, its manufactured, sold, used to clean toilets, then disposed of. The raw plastics may or may not be recyclable, but the end product will usually end up in landfill as it is not necessarily common practise to recycle heavily soiled items. When looking at business in the 21st century, coupled with the growing global concern for the environment and plastic waste, it becomes clear that linear economy is wasteful and therefor unsustainable, paving a way for circular economy. 
Circular Economy
A circular economy model offers a sustainable alternative to the traditional linear model. The Ellen Macarthur Foundation (What is a Circular Economy? n.d.) describe the circular economy as “Underpinned by a transition to renewable energy sources, the circular model builds economic, natural, and social capital.” A circular economy sees little or no end point in the product or service process, raw materials are responsibly sourced with zero waste in mind, and the product has a way of being returned or recycled when the consumer is finished. The Dutch company DyeCoo Textiles Systems (n.d.) implement a circular economy in their product design. They have created a cloth dyeing process that uses no water, and reuses the carbon dioxide, making the process far more time and energy efficient and cost effective. The dye also has no excess chemicals and a has a 98% absorption rate, ensuring minimal waste. The product is truly sustainable and DyeCoo have a vested interest in the global impact of their product life cycle. More organisations are looking to implement circular economy processes into their business models to ‘future proof’ themselves and become more sustainable. 
Shared Economy
Another form of circular economy is shared economy. A shared economy is a collaborative model based on peer-to-peer consumption. In this process, products or services are shared or exchanged between organisation and/or consumer, resulting in minimal waste and a lesser need to acquire new raw materials. Shared economy businesses are mostly run through online platforms, this enables instant communication between those using the service for a more efficient and precise transfer of goods. An example of a shared economy service is Airbnb, an online platform that matches homeowners with empty space to consumers looking for overnight stays. Travelling this way can be cost effective and less restrictive than a hotel and the homeowners can make some extra money. Manual tradesmen, such as builders and carpenters, have utilised a shared economy for many years. Most hire their large tools and plant machinery when needed, avoiding cluttering storage and making large investments, as some tools may only be used sporadically. The sharing economy model fits well within the circular economy model, as it utilises the products and services that do not need to cycle back through manufacturers, leaving the value with the service providers and the consumers. 
Problem Solved?
The linear economy, although traditional, does not allow for much thought on environmental impact. We are increasingly aware of the rapidly growing global population, especially in Asia, and that our resources are finite. If we are to keep consuming at the rate we do, we will reach a point where there is nothing left. As the global consensus leans toward sustainability and consumers preference to use socially responsible businesses become more prevalent, the transition toward circular econ0mies becomes increasingly necessary.  Circular economies fill the gaps left by linear economies, the circular process limits waste from the beginning and, according to the Ellen Macarthur Foundation (n.d.) is based on three principles: Design out waste; Keep materials in use; Regenerate natural systems. A future proof model for sustainability. 
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Background
IKEA started out as a mail-order catalogue business in 1943, in Almhult, Sweden. Founded by Ingvar Kamprad (Our IKEA Heritage, n.d.) in this small village, known for its thrifty inhabitants, IKEA, and Ingvar carry that resourcefulness at heart. Over the years they have grown and developed, finding innovative ways to be more sustainable like in 1956 when they developed their flat-pack self-assembly idea. Since then, IKEA have become a global household name, built upon Ingvar Kamprad’s belief in good furniture and affordability: “Why are beautiful products only made for a few buyers? It must be possible to offer good design and function at low prices.” (Our IKEA Heritage, n.d.) IKEA have made themselves and their products available online and through catalogues, having only 22 showrooms in the UK, all in keeping with the minimalist yet accessible design. This business model is mirrored throughout their global operations, and to keep the business grounded, they have kept their headquarters for design in Almhult, where it all began. 

Products 
IKEAs reputation today, is for its vast range of stylish, convenient, and hard-wearing furniture and household goods. They sell everything from cutlery to bedroom furniture and are the masters of utilising space and storage. The flat pack self-assembly model has been rolled out throughout many of their products, ordering is easy, and you can opt for delivery or click and collect. IKEAs products are ergonomic and made with functionality and sustainability in mind, reducing shipping costs with smaller packaging and creating furniture that should not need replacing if the owner so wished. The demand for their low-cost products and large sales quantities lead to larger production operations and a higher volume of raw materials purchased. Buying in higher quantities ensuring saving on spending, this coupled with saving on shipping is what allows IKEA to sell their furniture at their signature low prices. 





Circular Economy
In recent years, IKEA have been making changes to their operations, from the bottom up. They have begun research into finding new, renewable, raw materials to design their products with. They have also created affordable LED light bulbs and designed all lighting products to use LEDs, making the most energy efficient lighting available to all. A huge idea that has been temporarily halted due to COVID-19 restrictions, is the newly launched buy-back scheme. IKEA have been offing a recycling service that buys and collects items from their local customers, they then repair or repurposes them for resale at their pilot second-hand store in Sweden (BBC News, 2020). A fantastic example of an innovative circular economy that, Covid-19 allowing, could be rolled out across the organisation. The rise in popularity of circular and shared economies has paved the way for new furniture companies, such as Instant Home Furniture Rental (n.d.), to join the market. These companies have implemented a shared economy model, where they offer furniture packages to rent, these packages can be hired by landlords and home dressers that need that perfect look for marketing, or tenants that do not wish to invest in their own furniture while they are moving around. Hire times and type of package are agreed between company and customer, then it is a simple case of delivery and collection. The service aims to have items with you efficiently, which is helpful for short notice. Similar companies exist for temporary office furniture. 
The 2030 Goal
According to Malin Nordin (n.d.), Head of Circular Development, IKEA have set themselves the mammoth task of being 100% circular by 2030. To do this they have set out some key targets to attain including, designing completely circular furniture that uses only renewable material, building relationships and collaborating with other organisations like the WWF, and developing waste free manufacturing methods. They have already carried out extensive research into their raw materials, identifying what forms of wood, plastic, papers, textiles, and metals that can be circular and though although we will have to wait a few years before we see what differences their changes make, a couple of their products are already made with 100% recycled wood and plastic (Creating a More Sustainable Life, n.d.). With all this in mind, IKEA of course want people to buy new furniture from them, so they are encouraging customers to dispose of their unwanted goods responsibly, but to what end can they control what the customer does when they are done with a product? 
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IKEA SWOT Analysis
A SWOT analysis is a method used by a person or organisation to help identify the potential Strengths, Weaknesses, Opportunities, and Threats for a business, when assessing their position and future planning. 


Strengths: IKEA are a well established and popular company, recognised globally. This means that a lot of hard work is done, they already have a large consumer base and need only build upon that.
IKEA have already made strides in sustainability; their vision and mission statement emphasises their commitment to creating a better world and becoming fully circular (Creating a More Sustainable Life, n.d.). This shows that the commitment is from CEOs through to employees. 
Weaknesses: A huge part of IKEAs strategy for becoming 100% circular relies on their customers being responsible when they are finished with their products. Although IKEA encourage customers to recycle or repurpose items, ultimately, they have no control over what customers do, this will cause a break in the circle.
IKEA have acknowledged that achieving their goals will be a slow process, they do not expect to see noticeable changes for a few years yet. Although their goal seems ambitious, with the fast-paced retail markets they operate in becoming more willing to branch into circular and shared economy models, will 2030 be too late? 
Opportunities: IKEA have put themselves in an advantageous position in undertaking integral research with the likes of the WWF, looking at waste streams and their environmental impact. IKEA can build upon this research and develop new innovative manufacturing processes. 
As global momentum shifts toward waste free industries, and consumers look for responsible businesses to spend with, IKEA are in a prime position to benefit. Already a loved brand, IKEA can develop their reach by introducing more sustainable ranges.
Threats: The COVID-19 pandemic has hit many industries, but online retail has thrived. Although IKEA may have benefited from the surge in home decorating, restrictions on social contact and the collection/receipt of second-hand goods have halted the development of their buy-back initiative. As time goes on, we are seeing more pandemic issues arise, with no clear end in sight.
The rise in demand for sustainability and convenience in retail has paved the way for the sharing economy model. Hiring home and office furniture for a length of time is more appealing than investing in products that may not be needed in 6 months. IKEA must find a way to stay ahead, competing alongside their sharing competitors.
The Challenges
After conducting my SWOT analysis, I have highlighted 4 key challenges IKEA will face becoming circular and prioritised them in order of impact. 
High Impact: I believe IKEAs reliance on its customers to responsibly dispose of their products has high impact. IKEA need to be confident that their customers are doing all they can to reuse, recycle and repurpose their items, for them to be successful in achieving their 2030 100% circular goal. Without this guarantee IKEA will not be able to claim they are fully circular.
Medium Impact: I have Identified the COVID-19 pandemic as a medium impact challenge for IKEA. This is because, although the pandemic is not permanent, we do not really know when the end will be, and we can only predict the financial impact on the economy and how retail restrictions will continue. Ultimately IKEA can only do so much to plan for COVID-19 related challenges.
Low Impact: I believe that the timeframe IKEA have given themselves could negatively affect their position in the market. Sustainability changes are happening across a broad spectrum of industries, IKEAs 2030 goal maybe too late if other retailers are already one step ahead. I have also identified the emergence of shared economy furniture retailers as a low impact challenge, this is because I believe furniture hire companies will become more popular over time and this alternative may become favoured over the traditional investment in furniture. 
Solutions
Firstly, to address IKEAs low impact challenges, they may consider introducing a furniture hire service, specialising in office furniture to begin with as a trial. Then if successful, it could help them stay ahead of the market trends and take away the competitor’s niche. IKEA should consider re-evaluating their timetable for becoming circular to find ways to speed up the process, is there research that could be done to help? Can manufacturing processes be altered in a timelier manner? As they have already conducted vast amounts of research into their most renewable raw materials, IKEA have the knowledge to move forward, they now need to invest in the resources, both human and material. Investment and development of their recycled ranges should be key here, their use of biomimicry is already visible in these ranges, if they can make vases from mismatched broken glass, what else can they make from it? Investing in product development and making all of IKEAs products recycled or renewable in the natural environment would be beneficial.
To address the issue of COVID-19, their medium impact challenge, IKEA must follow regulations on working environments and social distancing, while keeping their production line moving. A pandemic is hard to predict and can have unprecedented affects on the global economy. ensuring consistent and transparent customer service, displaying good health and safety practice and the ability to adapt quickly will keep IKEA going through this, as until its irradicated, it will be a continuing threat.
Lastly, to address the high impact challenge, the reliance on customers to be responsible. For them to be completely circular, IKEA must find ways to effectively encourage their customers to reuse/repurpose their preloved items, ensuring nothing ends up in landfill. As they do not have the ability to control their customers actions in such ways, IKEA must design furniture that is convenient for the customer to responsibly dispose of and provide incentives to compel them to do so. IKEA should look at how they can restart their buy-back scheme, with COVID-19 safety a priority, and roll it out efficiently across the globe. I believe this will be their number one way to tackle this challenge, as financial incentives tend to get Joe Consumer to act. 
[bookmark: _Toc62149102]Conclusions
In carrying out my investigation into circular economy and where IKEA fits, I have found that the circular economy is modelled around zero waste and the cycle of reduce, reuse, recycle. Businesses with a circular economy will have found ways to get the most out of every product and biproduct that they create, ensuring nothing is wasted. I have found that IKEA is a trailblazer in sustainable furniture design. Their history as a brand and a company consistently displays this. IKEA have been on board with the idea of circular economy from the beginning and have already started researching and implementing ways to become 100% circular. My SWOT analysis highlighted where IKEA have already been successful in their strive to reach zero waste, it also highlighted where they might find challenges, with consumers, COVID-19 regulations, and a competitive market, as they move forward. Accelerating their transition to waste free manufacturing and 100% renewable products will give IKEA the greatest advantage in becoming a leader in sustainable circular economy and achieving their vision of a better everyday life for everyone. In the words of IKEA founder Ingvar Kamprad: ‘Most things still remain to be done. A glorious future!’ (Our IKEA Heritage, n.d.).
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Strengths
Established Globally
Strong Vision & Mission Statement


Weaknesses
Reliance On Consumer Responsibility
Speed in Development


Opportunities
Research Conducted
Global Momentum Toward Sustainability


Threats
Unknown Effects of Covid-19 on plans
Competition Alternatives in the Shared Economy
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