
Case Study: IKEA, Transforming Affordable Home Furnishing Globally 

Background 

Founded in 1943 in Sweden by Ingvar Kamprad, IKEA began as a small mail-order 
business selling pens, wallets, and picture frames. It evolved into a global leader in home 
furnishing by pioneering the concept of flat-pack furniture which are products designed 
to be assembled by the customer, which dramatically reduces shipping and storage costs. 
IKEA’s mission to “create a better everyday life for the many people” reflects its focus on 
combining functional, well-designed products with affordability. 

IKEA’s growth strategy involves large warehouse-style stores located mostly on city 
outskirts, allowing them to keep costs low and provide a one-stop shopping experience. 
Over time, IKEA has expanded to include online sales channels, adapting to changing 
consumer behaviour and digital trends. The brand is also known for its strong emphasis 
on sustainability, committing to using renewable and recycled materials, and aiming to 
become climate positive by 2030. 

The company’s unique supply chain management, global sourcing strategy, and in-house 
design and manufacturing capabilities have positioned it to scale efficiently across 
diverse markets while maintaining consistent product quality and affordability. 

 

Macro Environment 

IKEA’s operations are deeply influenced by several macro-environmental factors, 
analysed through the PESTEL framework: 

IKEA operates in numerous countries with varying regulatory frameworks. Trade policies, 
tariffs, and political stability in regions like Europe, Asia, and North America impact IKEA’s 
sourcing decisions and market expansion. For example, changes in import/export duties 
can affect product pricing, while local laws on labour and environmental standards 
require compliance adjustments. 

Global economic cycles influence consumer spending power. During economic 
downturns or recessions, consumers may cut back on discretionary purchases, 
impacting IKEA’s sales volumes. Conversely, growing middle classes in emerging markets 
have opened new opportunities. Currency fluctuations also affect costs and revenues, 
especially with IKEA’s complex international supply chain. 

Lifestyle changes, urbanization, and demographic shifts have shaped IKEA’s product 
development and marketing. Increasing demand for multifunctional furniture in small 
urban apartments and growing awareness of sustainable living have led IKEA to innovate 
with space-saving designs and eco-friendly products. 



Advances in technology have transformed IKEA’s manufacturing, logistics, and retail 
strategies. Automation in warehouses, use of data analytics for inventory management, 
and the rise of e-commerce platforms have enhanced operational efficiency and 
customer experience. 

Heightened environmental consciousness worldwide has pushed IKEA to adopt 
sustainable practices, from sourcing raw materials responsibly to reducing waste and 
carbon emissions. Environmental regulations in various markets also require IKEA to 
continuously improve its sustainability footprint. 

Compliance with labour laws, product safety standards, intellectual property rights, and 
environmental regulations is critical. Differences in legal systems require IKEA to tailor 
policies and procedures to each country’s legal framework. 

Microenvironment 

IKEA’s immediate environment includes various stakeholders and market forces that 
directly impact its performance. 

IKEA serves a broad customer base that values affordable, stylish, and functional home 
furnishings. The typical IKEA customer is price-sensitive but also appreciates design and 
sustainability. The company targets young adults setting up homes, families, and 
increasingly, urban dwellers in small spaces. 

IKEA faces competition from a mix of traditional furniture stores (e.g., Ashley Furniture, 
Home Depot), online retailers (e.g., Wayfair, Amazon), and local manufacturers offering 
customized solutions. Competitors differ by region, and IKEA’s ability to maintain cost 
leadership and product uniqueness is crucial. 

IKEA’s extensive supplier network spans globally, including wood, textile, metal, and 
packaging suppliers. The company maintains strict standards for quality, ethics, and 
sustainability, often partnering closely with suppliers to innovate and improve supply 
chain transparency. 

While IKEA sells directly to consumers, logistics partners, transport companies, and 
local governments help facilitate smooth operations. IKEA’s integrated supply chain 
reduces dependency on intermediaries but still requires efficient collaboration with 
distributors and local authorities. 

With a workforce of over 200,000 globally, IKEA’s culture emphasizes empowerment, 
teamwork, and cost-consciousness. Employee training and engagement are vital to 
maintaining service quality and operational efficiency. 

Media, local communities, environmental groups, and NGOs monitor IKEA’s social and 
environmental impact. The company actively engages with stakeholders to build trust 
and promote its sustainability agenda. 



Internal Environment 

Internally, IKEA emphasises a strong corporate culture rooted in cost-consciousness, 
innovation, and sustainability. Its flat organizational structure encourages employee 
involvement and efficiency. Continuous investment in technology enhances supply 
chain management and customer experience. However, challenges include managing 
global operations while adapting to local market needs and maintaining the balance 
between cost and quality. 

Questions for Analysis 

1. How do global economic and environmental trends influence IKEA’s strategic 
decisions and product offerings? 

2. What are the main competitive pressures IKEA faces in different regional markets, and 
how does it address them? 

3. How does IKEA’s organizational culture contribute to its competitive advantage? 
4. In what ways do political and regulatory factors in different countries affect IKEA’s 

supply chain and market entry strategies? 
5. How does IKEA balance supplier relationships and cost control while ensuring 

product quality and sustainability? 

 

 


