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[bookmark: _Toc231380074]Introduction 
This report critically evaluates the sustainability strategy of IKEA and proposes a strategic vision to enhance its contribution to global sustainability. Sustainability is defined as meeting present needs without compromising the ability of future generations, highlighting its intergenerational importance (Ukko et al., 2019). Sustainability, a central concern for organisations due to increasing environmental degradation, climate change, and resource scarcity, has intensified expectations for businesses to operate responsibly (Ben-Eli, 2018). Organisations are no longer judged solely on financial performance but also on their environmental and social impact (Santoso, 2024).
IKEA has positioned itself as a global leader in sustainable retail through its commitment to affordability, resource efficiency, and circular economy principles (Walker et al., 2022). The business model is based on flat pack furniture, cost efficiency and widespread accessibility while reducing transportation emissions. In recent years, IKEA has introduced sustainability initiatives, including renewable energy investments, sustainable material sourcing, and product take-back schemes. These initiatives align with the principle of the circular economy, as promoted by Ellen MacArthur, which emphasise the need to minimise waste and extend product lifecycles (Lehner et al., 2020a).
However, despite these efforts, critical questions remain regarding the extent to which IKEA’s sustainability strategy addresses the broader challenges associated with high-volume consumption and global supply chain complexity (Sharma et al., 2022). While the organisation promotes circularity, the business model continues to rely heavily on mass production and consumer demand, creating tension between sustainability and growth (Nwani et al., 2023), highlighting need for a transformative approach beyond incremental improvements (George, Christie and Wehrmeyer, 2025).

[bookmark: _Toc231380075]Organisation Overview
IKEA is one of the world’s largest furniture retailers, operating in over 60 countries and serving millions of customers annually. Founded in Sweden in 1943, it is best known for its flat pack furniture model, which combines cost efficiency, functional design, and mass production to offer affordable products (Yun et al., 2022). IKEA’s business strategy is centred on providing affordable and well-designed home furnishings, enabling it to reach a broad customer base while maintaining strong market competitiveness (Janková et al., 2026).
A key feature of IKEA’s operational model is its highly integrated global supply chain, which sources materials and manufactures products across multiple regions. This allows the company to achieve economies of scale and maintain low prices; however, it also introduces significant sustainability challenges related to resource use, carbon emissions, and ethical sourcing (Xu and Reinhard, 2025). In response, IKEA has increasingly positioned itself as a sustainability focused organisation, embedding environmental and social considerations into its corporate strategy (Strategic Direction, 2021a).
IKEA’s sustainability agenda is guided by its People and Planet Positive strategy, which aims to reduce environmental impact while creating positive social value. The company has committed to using renewable and recycled materials, achieving climate positivity, and promoting circular product design (Lehner et al., 2020b). Initiatives such as furniture take back schemes, resale programmes, and investment in renewable energy reflect IKEA’s efforts to align its operations with circular economy principles. 
Despite these initiatives, IKEA’s business model remains heavily dependent on high sales volumes and continuous consumption, which raises questions about the overall sustainability of its operations. While the company has made significant progress in improving resource efficiency and reducing environmental impact (Kalaitzi et al., 2019), its reliance on large-scale production and global distribution presents ongoing challenges. 


[bookmark: _Toc231380076]Current Sustainability Strategy 
IKEA’s People and Planet Positive strategy anchors its position as sustainable retail leader. By adopting circular economy principles, the company focuses on reducing waste, extending product lifecycles, and reusing of materials (Lehner et al., 2020c). IKEA aims to transition into a completely circular business by designing products specifically for reuse, repair, remanufacturing, and recycling. In addition, the company has invested significantly in renewable energy, with ambitions to achieve climate positivity by reducing more greenhouse gas emissions than it produces. 
Furthermore, IKEA has implemented several practical initiatives to support its sustainability goals. These include sustainable sourcing of raw materials such as wood and cotton, the use of recycled materials in product design, and the introduction of furniture take-back and resale programmes (Chen, Kucukyazici and Saenz, 2019). The company has also focused on improving energy efficiency within its operations and supply chain, alongside investing in renewable energy projects such as wind and solar power. From a strategic perspective, these initiatives indicate that IKEA has integrated sustainability into its core business model rather than treating it as a peripheral activity (Lazurko et al., 2025).
However, despite these strengths, significant limitations remain. One of the most critical issues is the inherent tension between IKEA’s sustainability ambitions and its high-volume, low-cost business model (Bocken and Konietzko, 2022). The company’s success is built on mass production and continuous consumption, which fundamentally contradicts the principles of sustainability (Ruggerio, 2021) that emphasise reduced resource use and longer product lifecycles. While IKEA promotes circular practices, its business model continues to encourage frequent purchasing and replacement of products, raising concerns about the overall environmental impact of its operations (Juin, Georget and Rayna, 2025).
In addition, many of IKEA’s circular initiatives rely heavily on consumer participation, which can be inconsistent and difficult to control. Research suggests that consumer behaviour is influenced by factors such as convenience, cost, and awareness, meaning that take-back schemes and recycling programmes may not achieve their intended impact if participation remains low (Gupta et al., 2023). This highlights a key limitation of IKEA’s approach, as responsibility for sustainability is partially shifted onto consumers rather than being fully addressed at the production and system level.
Another area of concern is the complexity of IKEA’s global supply chain. Although the company has made commitments to ethical sourcing and transparency, managing sustainability across a vast network of suppliers remains challenging. Issues such as deforestation, labour conditions, and environmental compliance can be difficult to monitor consistently, particularly in regions with weaker regulatory frameworks (Raschio et al., 2018). This creates potential risks for both environmental sustainability and corporate reputation.
[bookmark: _Toc231380077]External Environment Analysis (PESTLE)
The sustainability strategy of IKEA is significantly influenced by external environmental factors. A Pestle analysis provides a structured framework to evaluate the political, economic, social, technological, legal, and environmental forces shaping IKEA’s sustainability performance and strategic direction (Ulubeyli and Kazanci, 2018).
[bookmark: _Toc231380078]Political Factors
Government policies and international agreements play a crucial role in driving sustainability practices (Tanna and Chugh, 2026). Increasing global commitments to climate targets and carbon reduction place pressure on organisations like IKEA to align with environmental standards such as UN Sustainability Goals (Saxena et al., 2021). Policies promoting renewable energy, circular economy initiatives, and sustainable resources are used to create both opportunities and compliance requirements (Syafrudin et al., 2024). However, variations in political priorities across different countries can create inconsistencies in implementation, making it difficult for IKEA to maintain uniform sustainability standards globally.
[bookmark: _Toc231380079]Economic Factors
Economic conditions strongly influence IKEA’s sustainability strategy. While sustainability initiatives can lead to long-term cost savings through energy efficiency and resource optimisation, they often require significant upfront investment. At the same time, IKEA’s low-cost business model means it must balance affordability with sustainability, creating tension between cost reduction and environmental responsibility. Economic uncertainty may also limit consumer willingness to pay for sustainable products, reinforcing demand for cheaper alternatives (Eierle et al., 2022).
[bookmark: _Toc231380080]Social Factors
Social expectations regarding sustainability have increased significantly, with consumers becoming more aware of environmental and ethical issues (Eichhorn et al., 2024). This creates opportunities for IKEA to strengthen its brand through responsible practices. However, consumer behaviour remains inconsistent, as purchasing decisions are often driven by price and convenience rather than sustainability. This creates a challenge for IKEA, particularly as many of its circular initiatives rely on active consumer participation.
[bookmark: _Toc231380081]Technological Factors
Technological advancements provide important opportunities for IKEA to improve sustainability performance. Innovations in sustainable materials, digital tracking systems, and supply chain transparency can enhance efficiency and reduce environmental impact. For example, digital platforms can support product lifecycle tracking and resale markets. However, implementing such technologies requires investment and organisational adaptation, which may present operational challenges (Irfan and Tang, 2025).
[bookmark: _Toc231380082]Legal Factors
Legal frameworks, particularly those related to environmental protection and supply chain transparency, are becoming increasingly stringent (Soares et al., 2023). Regulations such as modern slavery legislation and sustainability reporting requirements require IKEA to demonstrate accountability across its operations. While these regulations promote ethical practices, compliance can be complex and resource-intensive, particularly within global supply chains. 


[bookmark: _Toc231380083]Environmental Factors
Environmental pressures represent one of the most significant drivers of IKEA’s sustainability strategy. Issues such as climate change, deforestation, and resource depletion directly affect the availability of raw materials and increase operational risks (Capobianco et al., 2021). Heavily reliant on natural resources such as wood and textiles, IKEA must adopt sustainable sourcing and reduce its environmental footprint, as failure could undermine long-term business viability and stakeholder trust.
The external environment presents opportunities and constraints for IKEA’s sustainability strategy. While increasing regulatory pressure, technological innovation, and social awareness support the transition towards sustainability, economic constraints and inconsistent consumer behaviour continue to limit progress (Amega et al., 2024). This highlights the need for IKEA to adopt a more resilient and adaptive strategy that balances external pressures with long-term sustainability objectives. These external pressures demonstrate that IKEA’s sustainability strategy is not solely internally driven but shaped by regulatory, economic, and social forces, requiring adaptive and flexible strategic responses.
[bookmark: _Toc231380084]Internal Analysis (SWOT Analysis)
A SWOT analysis enables a critical evaluation of IKEA’s internal capabilities and external positioning in relation to sustainability, highlighting how IKEA’s strengths and weaknesses interact with emerging opportunities and threats within the global business environment (Magondu et al., 2025).
[bookmark: _Toc231380085]Strengths
IKEA possesses several key strengths supporting its sustainability strategy with its established strong global brand associated with affordability, innovation, and increasing environmental responsibility (Our sustainability strategy, 2026). Its People and Planet Positive strategy demonstrates a clear commitment to sustainability, supported by investments in renewable energy, sustainable sourcing, and circular product design. Additionally, IKEA’s scale and resources enable it to invest in sustainability innovation, such as the development of recyclable materials and energy-efficient production processes. Its integrated supply chain and global reach also provide the ability to influence suppliers and promote sustainability standards across its network (Laurin and Fantazy, 2017a).
[bookmark: _Toc231380086]Weaknesses
Despite these strengths, IKEA faces significant internal weaknesses in particular its reliance on a high-volume, low-cost business model, which encourages frequent consumption and product turnover (Jiang, Jia and Gong, 2018). This model conflicts with sustainability principles that prioritise reduced consumption and extended product lifecycles. Furthermore, while IKEA promotes circular initiatives, many of these depend on consumer engagement, which is often inconsistent. The complexity of its global supply chain also creates challenges in ensuring full transparency and consistent ethical standards across all suppliers (Gong et al., 2019). These weaknesses highlight structural constraints within IKEA’s current approach to sustainability.
[bookmark: _Toc231380087]Opportunities
The external environment presents several opportunities for IKEA to strengthen its sustainability strategy. Growing consumer awareness of environmental issues creates demand for sustainable products and services, allowing IKEA to differentiate itself further as a responsible brand. Advancements in technology, such as digital platforms and sustainable materials, provide opportunities to enhance circular economy initiatives, including resale, repair, and product tracking systems (Cannava et al., 2025). Additionally, increasing regulatory pressure on sustainability and supply chain transparency can encourage innovation and provide a competitive advantage for organisations that adopt proactive strategies (Schäfer, 2023a). IKEA also has the opportunity to transition towards service-based models, such as furniture leasing or subscription services, which align more closely with circular economy principles (Strategic Direction, 2021b).
Threats
External threats that may hinder IKEA’s sustainability progress include economic pressures and consumer price sensitivity which may limit demand for more sustainable, and potentially higher-cost, products (Huang, Lanzrath and Homburg, 2026). Regulatory requirements across different regions can create complexity and increase operational costs. Furthermore, reputational risks remain significant, particularly if sustainability claims are perceived as insufficient or inconsistent, raising concerns about greenwashing (Zolio et al.,2024). Environmental challenges such as resource scarcity and climate change also pose long-term risks to IKEA’s supply chain and production processes (Kumar et al., 2019), highlighting the need for a resilient and adaptive sustainability strategy.
The SWOT analysis demonstrates that while IKEA has strong capabilities and clear sustainability ambitions, its current business model presents inherent contradictions. Its strengths and opportunities position it well to lead in sustainability; however, its weaknesses and threats highlight the limitations of incremental change. This reinforces the need for a more transformative strategy that aligns business growth with genuinely sustainable consumption patterns (Termeer, Dewulf and Biesbroek, 2024). 
[bookmark: _Toc231380088]Sustainability Challenges Facing IKEA
Despite its commitment to sustainability, IKEA faces challenges that limit the effectiveness of its sustainability strategy. These challenges arise from both internal structural constraints and external environmental pressures, highlighting the complexity of implementing sustainable practices within a global business model (Chen et al., 2022).
One of the most critical challenges is the inherent tension between IKEA’s low-cost, high-volume business model and the principles of sustainability. The company’s success is built on affordability and mass production, which encourages frequent consumption and product replacement. However, sustainability frameworks, particularly the circular economy, emphasise reducing consumption and extending product lifecycles (Pieroni, McAloone and Pigosso, 2019). This creates a structural contradiction, as IKEA must balance economic growth with environmental responsibility. As a result, sustainability initiatives may be limited if they do not fundamentally address consumption patterns.
Another key challenge is the reliance on consumer behaviour to support circular initiatives (Salesa, León and Moneva, 2025). Programmes such as furniture take-back, recycling, and resale depend heavily on customers’ willingness to participate. However, consumer decisions are often influenced by convenience, cost, and awareness, meaning that participation levels can be inconsistent. This limits the effectiveness of circular strategies and suggests that IKEA’s approach may place too much responsibility on consumers rather than addressing sustainability at the system level.
The complexity of IKEA’s global supply chain also presents a significant challenge. The company operates across multiple regions with varying environmental regulations, labour standards, and governance systems. Ensuring consistent sustainability practices across all suppliers is difficult, particularly in areas where monitoring and enforcement are limited (Singh et al., 2023). This increases the risk of environmental harm and unethical labour practices, which can undermine IKEA’s sustainability commitments and damage its reputation.
In addition, financial pressures and cost constraints represent an ongoing challenge. While sustainability initiatives can generate long-term benefits, they often require significant upfront investment. IKEA’s commitment to maintaining low prices may limit its ability to invest in more advanced sustainable technologies or materials, particularly in highly competitive markets where consumers prioritise affordability.
Finally, regulatory uncertainty and evolving sustainability standards create additional complexity. Governments are increasingly introducing stricter environmental and social regulations (Duan, Aloysius and Mollenkopf, 2022). However, these policies often vary across regions and may change over time. This makes it difficult for IKEA to develop consistent long-term sustainability strategies and increases compliance challenges. These challenges highlight a broader systemic issue within sustainable business models, where organisations must balance competing priorities between profitability, consumer demand, and environmental responsibility (Sierra and Suárez-Collado, 2021).
In addition, the challenges highlight that sustainability within IKEA is not simply a matter of implementing initiatives. It requires a fundamental transformation of its business model (Loos et al., 2024) because of the tension between growth, cost efficiency, and sustainability demonstrates that incremental improvements may be insufficient, reinforcing the need for more innovative and systemic strategic solutions. 
[bookmark: _Toc231380089]The Business Case for Sustainability
For IKEA, sustainability is not only an ethical obligation but also a strategic necessity that underpins long-term business success. As environmental and social challenges intensify, organisations that fail to integrate sustainability into their core operations risk losing competitiveness, stakeholder trust, and long-term viability (Vasárus and Lennert, 2022). Therefore, developing a strong business case for sustainability is essential for IKEA to maintain its market position and drive future growth (Schifeling and Etzion, 2025).
One of the primary drivers of sustainability for IKEA is its impact on brand reputation and customer loyalty. Increasing consumer awareness of environmental and ethical issues has led to a growing demand for sustainable products and transparent business practices. IKEA’s commitment to sustainability enhances its brand image as a responsible and forward-thinking organisation, strengthening customer trust and differentiation within a highly competitive retail market (Romania et al., 2020). However, this also creates pressure to ensure that sustainability claims are credible and supported by measurable outcomes, as failure to do so may result in reputational damage.
Sustainability also provides opportunities for cost efficiency and operational performance. By investing in renewable energy, energy-efficient production, and resource optimisation, IKEA can reduce long-term operational costs and improve resilience against fluctuating resource prices (Souto, 2022). Circular economy practices, such as reuse and recycling, can further reduce material costs and waste. Although these initiatives may require initial investment, they contribute to long-term financial stability and efficiency.
In addition, sustainability plays a crucial role in risk management. IKEA’s global supply chain exposes the company to risks related to environmental regulation, labour standards, and resource availability. By adopting sustainable sourcing practices and improving transparency, (Schäfer, 2023b) IKEA can mitigate risks associated with supply chain disruptions, regulatory non-compliance, and reputational damage. This is particularly important in the context of increasing global scrutiny on corporate environmental and social performance.
Furthermore, sustainability can serve as a source of innovation and competitive advantage (De Los Reyes and Scholz, 2019). Developing sustainable products, services, and business models enables IKEA to respond to changing market demands and create new revenue streams. For example, circular initiatives such as resale platforms and product as a service models have the potential to transform traditional consumption patterns while enhancing customer engagement.
Despite these benefits, there remains a fundamental tension between sustainability and profitability. IKEA must balance its commitment to low-cost products with the need for sustainable investment, particularly in a market where consumers remain price sensitive. This highlights that while sustainability offers clear strategic advantages, its successful implementation requires careful alignment between economic objectives and environmental responsibility.
Increasing emphasis on Environmental, Social, and Governance (ESG) performance has further strengthened the business case for sustainability, as investors increasingly prioritise organisations that demonstrate long-term resilience and ethical governance (Paranhos, Nääs and Neto, 2024).
[bookmark: _Toc231380090]Strategic Vision and Recommendations
To address the limitations identified in IKEA’s current sustainability strategy, a more transformative approach is required (Zimmerer et al., 2021). The proposed vision is to reposition IKEA as a fully circular, low consumption, and service-oriented organisation, moving beyond incremental improvements towards systemic change (Kaiser et al., 2024).
[bookmark: _Toc231380091]Strategic Vision: A call for sustainability action
For the strategy to be successful all staff need to collaborate and be invested in ensuring the future of the company which will be achieved through having robust sustainability actions in place to achieve the proposed strategic vision. The aim is to transition from a traditional product-based model to a circular and service-based business model that prioritises resource efficiency, product longevity, and reduced consumption  (Our sustainability strategy, 2026 b). Employees play a vital role in implementing sustainability initiatives within the organisation. A sustainability-oriented culture depends on employee engagement, training, and alignment with organisational values (Cen, 2023). Managers must, therefore, ensure that employees are equipped with the knowledge and motivation to support sustainability goals. Therefore, input is needed from company stakeholders to ensure that the vision aligns with the principles of the circular economy, as advocated by MacArthur, which emphasise designing out waste and keeping materials in use for as long as possible.  
This vision requires IKEA to shift its focus from volume driven sales towards value creation through sustainability, customer engagement, and lifecycle management of products.
Recommendation 1: Product-as-a-Service Model
One of the most transformative strategies IKEA can adopt is the development of a product-as-a-service model, where customers lease or subscribe to furniture rather than purchasing it outright.
This approach would:
· Extend product lifecycles 
· Reduce waste and overconsumption 
· Strengthen customer relationships 
From a sustainability perspective, this model aligns with circular economy principles by ensuring that products are returned, refurbished, and reused. From a business perspective, it creates recurring revenue streams and enhances customer loyalty (Golinska-Dawson et al., 2025). However, implementing this model would require significant changes in logistics, inventory management, and customer behaviour, highlighting the need for careful strategic planning.
The implementation of a product-as-a-service model would require phased development, beginning with pilot programmes in selected markets, followed by scaling based on consumer response. This approach reduces risk while allowing IKEA to test operational feasibility and customer acceptance.
Recommendation 2: Expansion of Repair and Reuse Infrastructure
IKEA should significantly expand its repair, refurbishment, and reuse services across all markets.
This includes:
· In-store repair centres 
· Availability of spare parts 
· Refurbishment hubs for returned products 
Such initiatives would reduce waste, extend product lifecycles, and reinforce IKEA’s sustainability positioning. Critically, this also shifts responsibility away from consumers alone and embeds circularity within the organisation’s operational systems.
 Recommendation 3: Digital Circular Platform
IKEA should invest in a digital platform that supports circular practices, including:
· Product resale marketplace 
· Lifecycle tracking 
· Customer engagement tools 
Digital technologies can improve transparency and enable customers to participate more effectively in circular systems. For example, tracking product usage and condition can support resale and refurbishment processes.
This recommendation also aligns with technological trends identified in the PESTLE analysis, strengthening IKEA’s competitive advantage.

Recommendation 4: Sustainable Supply Chain Innovation
To address supply chain challenges, IKEA should adopt advanced technologies such as:
· Blockchain for supply chain transparency 
· AI-driven monitoring systems 
· Sustainable material innovation 
These technologies can enhance traceability, ensure ethical sourcing, and reduce environmental impact.
This is particularly important given the risks associated with global supply chain complexity and increasing regulatory pressure.
Recommendation 5: Behaviour Change and Incentive Strategy
Since consumer behaviour remains a key limitation, IKEA should introduce incentives to encourage sustainable behaviour, such as:
· Discounts for returning used products 
· Rewards for participating in recycling schemes 
· Awareness campaigns on sustainable consumption 
This strategy acknowledges that sustainability cannot rely solely on voluntary participation and requires active engagement and motivation (Laurin and Fantazy, 2017b).
While these recommendations provide a pathway towards sustainability, they also present challenges. Transitioning to a service-based model may increase operational complexity and require significant investment. Additionally, consumer acceptance of new models such as leasing may be uncertain. However, despite these challenges, such transformation is necessary to address the fundamental contradiction between IKEA’s current business model and sustainability principles. Incremental improvements are unlikely to be sufficient in achieving long-term sustainability goals.

[bookmark: _Toc231380092]Stakeholder Considerations
The successful implementation of a sustainability strategy within IKEA depends on effective engagement with key stakeholders. Stakeholders play a critical role in influencing organisational decisions, shaping expectations, and determining the overall success of sustainability initiatives (Sebhatu and Enquist, 2022). IKEA must adopt a stakeholder-oriented approach that aligns with the principles of Stakeholder Theory, ensuring that the interests of multiple groups are considered (Pérez-Pérez, Berlanga and Victoria, 2023).
Customers represent one of the most important stakeholder groups. As demand for sustainable products increases, customers expect transparency, affordability, and environmentally responsible practices (Elg and Welinder, 2022). However, consumer behaviour remains inconsistent, often prioritising price and convenience over sustainability. Therefore, IKEA must actively engage customers through education, incentives, and accessible circular solutions, such as resale platforms and product return schemes.
Suppliers are also critical stakeholders, particularly given IKEA’s complex global supply chain. Ensuring that suppliers adhere to environmental and ethical standards is essential for maintaining sustainability commitments (Jahanbakhsh, 2026). This requires strong governance mechanisms, supplier monitoring, and long-term partnerships that promote responsible sourcing and production practices.
Governments and regulators represent another key stakeholder group, as they establish the legal framework within which IKEA operates. Compliance with environmental regulations, labour laws, and reporting requirements is essential for maintaining legitimacy and avoiding legal risks (Bouncken et al., 2024). At the same time, collaboration with governments can support the development of more effective sustainability policies.
Finally, communities and wider society are increasingly influential stakeholders. Businesses are expected to contribute positively to social and environmental wellbeing, and failure to do so can result in reputational damage (Sánchez-Infante Hernández, Yañez-Araque and Moreno-García, 2020).
[bookmark: _Toc231380093]Conclusion
While IKEA has demonstrated strong commitment through initiatives such as circular economy practices, renewable energy investment, and sustainable sourcing, its strategy remains constrained by structural limitations, particularly its reliance on high-volume consumption and complex global supply chains.
Although IKEA’s current approach reflects proactive engagement with sustainability, it is largely based on incremental improvements rather than fundamental transformation. Challenges such as consumer behaviour, cost pressures, and regulatory complexity further limit the effectiveness of its initiatives.
To address these limitations, a proposed strategic vision focused on transitioning towards a circular, service-based business model supported by innovation, stakeholder engagement, and sustainable supply chain practices. These recommendations aim to align IKEA’s business model more closely with long-term environmental and social objectives while maintaining economic viability.
Ultimately, sustainability represents both a challenge and an opportunity for IKEA. By moving beyond its current model and embracing a more transformative approach, the organisation can strengthen its competitive position, enhance stakeholder trust, and contribute meaningfully to a more sustainable and resilient future.
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