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Executive Summary 
IKEA began in 1943 as a small mail-order business in Småland, Sweden, founded by 

Ingvar Kamprad. What started with selling pens and household items soon 

transformed into a revolutionary approach to affordable furniture. By introducing 

flat-pack furniture in the 1950s, IKEA changed not only how people bought furniture 

but how they experienced home living. Its promise of stylish design at low cost 

became the foundation of a global empire. 

The company’s breakthrough was its ability to combine cost efficiency with 

Scandinavian design values. By emphasizing functionality, self-assembly, and large-

scale supply chain efficiencies, IKEA created a new category in the furniture 

industry. The self-service showroom and warehouse model further strengthened its 

unique identity, attracting millions of households seeking affordability without 

compromising on style. 

Global expansion through the late 20th century cemented IKEA as a household 

name. Stores opened across Europe, North America, and Asia, with the brand 

becoming synonymous with modern, accessible living. At the same time, IKEA faced 

growing challenges, including criticism of its labor practices, environmental impact, 

and adapting to rapidly shifting retail landscapes. 

Today, IKEA operates more than 470 stores in over 60 countries, supported by a 

strong online presence. Its focus on sustainability, renewable energy, and circular 

design reflects a commitment to future generations. With annual revenues 

surpassing 40 billion euros, IKEA continues to balance affordability with 

responsibility, proving that even a global giant can adapt to consumer values of 

simplicity, design, and sustainability. 
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Introduction: The IKEA way 
IKEA has redefined the way people think about home furnishings. What began as a 

small Swedish business has grown into a global leader that sells more than furniture-

it sells an idea of modern, affordable living. The IKEA concept is built on a simple 

promise: to make well-designed, functional products available to as many people as 

possible. This focus on affordability and accessibility has made the brand a part of 

everyday life for millions of households across the world. 

From the very beginning, IKEA’s identity has been tied to innovation and efficiency. 

The breakthrough came with the invention of flat-pack furniture in the 1950s. By 

allowing customers to transport and assemble their purchases at home, IKEA not 

only cut costs but also created a unique shopping experience. The flat-pack became 

more than a packaging choice; it became a symbol of IKEA’s culture of practicality, 

creativity, and consumer empowerment. 

Equally central to IKEA’s rise is its approach to retail design. Stores are carefully 

planned to guide customers through showrooms filled with complete home setups, 

inspiring them to imagine new possibilities for their own living spaces. The journey 

continues through a self-service warehouse, where customers pick up their flat-

packs, reinforcing the company’s do-it-yourself philosophy. This seamless blend of 

inspiration, choice, and efficiency has made IKEA stores a cultural phenomenon. 

IKEA’s philosophy extends beyond products and stores. Its Swedish roots-marked by 

simplicity, humility, and resourcefulness-have shaped a brand that promotes 

democratic design, sustainability, and inclusivity. As a result, IKEA is not just a 

furniture retailer but a cultural force that reflects evolving lifestyles, values, and 

aspirations. Today, it remains one of the most influential names in global retail, 

setting the standard for affordable design in a fast-changing world. 
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From Småland to the World 

Humble Beginnings in Småland (1940s) 

IKEA’s story began in 1943 when 17-year-old Ingvar Kamprad started a small mail-

order business in his hometown of Älmhult, Småland. The company’s name was 

formed from his initials (I.K.), his family farm Elmtaryd (E), and his village Agunnaryd 

(A). In its early years, IKEA sold everyday items such as pens, wallets, and picture 

frames. 

The first step toward furniture came in 

1948, when Kamprad introduced home 

furnishings to the catalog. This addition 

reflected the postwar demand for 

affordable furniture in Sweden. Instead of 

positioning himself as a traditional 

craftsman, Kamprad used cost efficiency 

and smart sourcing to appeal to price-

sensitive customers. 

The small-town roots shaped IKEA’s 

values. Småland was known for its harsh 

landscapes and resourceful people. This 

influenced Kamprad’s philosophy of 

“doing more with less,” which became the DNA of IKEA’s business model. Rather 

than focusing on luxury, IKEA emphasized utility, affordability, and everyday 

functionality. 
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The Flat-Pack Revolution (1950s) 

The turning point came in 1956 when IKEA introduced flat-pack furniture. The idea 

was born after an employee removed the legs from a table to make it easier to 

transport. This sparked a revolution in how furniture was designed, packaged, and 

sold. By reducing volume, IKEA slashed transport and storage costs, allowing 

customers to benefit from lower prices. 

Flat-pack furniture became the 

foundation of IKEA’s global 

identity. Customers could carry 

products home in their own cars 

and assemble them with simple 

tools, giving them both savings 

and a sense of ownership. This 

model also allowed IKEA to 

expand more quickly because products could be shipped in bulk across regions and 

countries. 

The flat-pack was more than logistics-it was cultural. It represented a new way of 

living, where consumers became active participants in creating their homes. This DIY 

spirit set IKEA apart from competitors and made furniture shopping more engaging 

than simply buying a finished product. 

IKEA Cost Advantage through Flat-Pack 

Factor Traditional Furniture IKEA Flat-Pack Furniture 

Transport cost per unit High 50–70% lower 

Storage requirement Large warehouses 60% less space 

Customer involvement None Assembly at home 

Price to customer Premium Affordable 
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The Showroom Experience (1960s-1970s) 

By the 1960s, IKEA had refined its unique retail concept. Instead of relying only on 

catalogs, the company opened large stores where customers could walk through 

fully furnished rooms. This showroom approach allowed customers to visualize 

products in a home setting, turning shopping into an inspiring experience. 

The self-service warehouse became the second innovation. After browsing the 

showrooms, customers collected flat-packs from warehouse shelves and completed 

their purchase. This system cut labor costs and empowered customers, while also 

creating a distinctive shopping ritual that became synonymous with IKEA. 

The first major breakthrough came in 1963, when IKEA opened its first store outside 

Sweden, in Norway. Soon after, outlets appeared in Denmark, Germany, and other 

European markets. The concept of affordable design for the masses resonated 

strongly, fueling rapid expansion across the continent. 

Early IKEA Store Openings 

Year Country Milestone 

1958 Sweden First IKEA store in Älmhult 

1963 Norway First store outside Sweden 

1969 Denmark Entry into Scandinavian neighbors 

1974 Germany First major market beyond Scandinavia 

 

Laying the Foundations for Global Expansion (1980s-1990s) 

By the 1980s, IKEA had established itself as Europe’s leading furniture retailer. 

Germany became the company’s largest market, followed by rapid entry into North 

America and Asia. The first U.S. store opened in 1985 in Pennsylvania, introducing 
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Americans to the concept of stylish, affordable furniture that fit into smaller urban 

homes. 

The move into Asia began with the first Japanese store in 1974, though initial 

attempts struggled due to cultural and market differences. IKEA later refined its 

strategy, focusing on China in the 1990s, where growing urban populations and 

middle-class aspirations aligned perfectly with IKEA’s value proposition. 

This period also saw IKEA refine its supply chain. By working closely with global 

suppliers, often in low-cost countries, IKEA ensured it could maintain affordability 

while scaling operations. Its mix of centralized design and decentralized production 

laid the groundwork for future growth. 

IKEA’s Expansion Growth (1950–1990s) 

Decade Number of Stores Countries Entered 

1950s 1 Sweden only 

1960s 6+ Scandinavia, Germany 

1970s 20+ Western Europe, Japan 

1980s 70+ U.S., Canada, more Europe 

1990s 150+ China, Australia, Eastern Europe 
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Flat-Pack Innovation & Growth 

The Birth of Flat-Pack Design 

The invention of the flat-pack is one of the most important milestones in IKEA’s 

history. In 1956, an IKEA designer struggled to load a bulky table into a customer’s 

car. His solution was to remove the legs, wrap them separately, and pack the table 

flat. Ingvar Kamprad immediately recognized the potential of this idea and decided to 

re-engineer products for easy packaging and self-assembly. This breakthrough 

became the foundation of the IKEA model. 

Flat-pack design solved multiple 

problems at once. Transportation 

became cheaper because products 

occupied less space in trucks and 

ships. Warehousing costs fell 

dramatically as flat-packs could be 

stacked efficiently. Packaging 

materials were reduced, making 

distribution more sustainable and 

cost-effective. Customers also benefited because the savings were passed on in the 

form of lower prices. 

But the success of flat-pack furniture was not purely economic. It tapped into 

cultural shifts taking place in the 1950s and 1960s. As families moved into smaller 

postwar apartments and urban housing, furniture needed to be compact, affordable, 

and adaptable. Flat-pack products offered exactly that. They were easy to transport 

in family cars, light enough to carry, and versatile enough to fit into different living 

spaces. 
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Perhaps the most overlooked advantage was the sense of ownership it created for 

customers. By assembling the furniture themselves, consumers felt they were part 

of the design and building process. What could have been seen as an inconvenience 

instead became part of the IKEA identity: a do-it-yourself spirit that resonated with 

cost-conscious, practical households worldwide. 

 

Scaling Production and Supply Chains 

Once flat-pack furniture proved successful, IKEA needed to scale production. This 

was not simple, as traditional furniture makers resisted working with IKEA, fearing it 

would undercut the industry. Kamprad overcame this by turning to smaller 

manufacturers in Poland and other Eastern European countries, where costs were 

lower and production capacity could be built to suit IKEA’s needs. This move gave 

IKEA a competitive advantage that larger rivals struggled to match. 

Standardization became a central principle. Instead of designing dozens of variations 

of the same product, IKEA focused on modular designs with interchangeable parts. 

This simplified production and reduced costs, while also ensuring that replacement 

parts could be produced and shipped easily. The use of flat materials like particle 

board, plywood, and standardized screws further reinforced the model of mass 

production. 

IKEA also became an early innovator in global sourcing. The company looked beyond 

Sweden for affordable raw materials and efficient suppliers. It developed strong 

partnerships with factories across Eastern Europe, and later in Asia, building a global 

production network. This not only reduced costs but also ensured IKEA could expand 

quickly into new markets, as supply chains were already in place. 

This focus on cost efficiency was supported by relentless discipline. Kamprad 

famously insisted that every design, every screw, and every packaging decision had 
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to be justified in terms of price and value. The flat-pack model made these savings 

possible, and the supply chain ensured they could be delivered at scale. 

 

Reinventing the Shopping Experience 

The flat-pack was more than just a way to ship furniture-it changed how people 

shopped. Traditional furniture stores sold finished goods, often expensive and 

delivered weeks after purchase. IKEA broke this model by introducing large 

showrooms that allowed customers to see products fully assembled, styled in 

realistic home settings. 

The journey did not end in the showroom. Customers were directed into the self-

service warehouse, where they picked up flat-packs themselves, placed them on 

trolleys, and paid at checkout. This system shifted labor from staff to customers but 

was embraced because of the lower prices it made possible. The process also 

reinforced IKEA’s identity as a brand that trusted its customers to take part in the 

experience. 

Catalogs were another critical innovation. IKEA began sending them directly to 

households, showcasing products in stylish, practical settings. These catalogs not 

only displayed furniture but also offered lifestyle inspiration, encouraging customers 

to view IKEA as a brand that could transform homes, not just fill them with products. 

The combination of catalog inspiration, showroom experience, and warehouse 

efficiency created a shopping model that has been replicated worldwide. Customers 

were no longer passive buyers-they were participants in a process that began with 

imagination in the showroom and ended with assembly at home. 
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Global Growth Fueled by Flat-Packs 

By the 1980s, the flat-pack model had become IKEA’s passport to global expansion. 

The compact, standardized products were easy to ship overseas, making it possible 

to open stores in new continents without reinventing logistics. The first U.S. store in 

1985, for example, relied on the same flat-pack system that had succeeded in 

Europe. Customers in Philadelphia could browse, collect, and assemble furniture just 

like those in Stockholm or Berlin. 

This scalability gave IKEA a powerful edge. While competitors in each market 

struggled with local supply chains and bulky deliveries, IKEA entered with a proven 

system that minimized costs and maximized efficiency. Flat-pack products were also 

universal-they appealed to students, young families, and urban dwellers across 

cultures because they addressed the common need for affordability, compactness, 

and style. 

The model was particularly well-suited for emerging markets in Asia. When IKEA 

entered China in the 1990s, its low-cost, space-saving products appealed to a 

rapidly urbanizing population. Similarly, in other countries with growing middle 

classes, flat-packs provided aspirational design at prices that newly affluent 

consumers could afford. 
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IKEA Sales Growth Linked to Flat-Pack Expansion (1960–2000) 

Decade 
Global Sales 

(EUR billions) 

Number of 

Stores 
Flat-Pack Contribution 

1960s <1 6+ Early adoption, Europe only 

1970s 1.2 20+ 
Wider Europe adoption, catalog 

growth 

1980s 4.5 70+ 
Entry into U.S., Asia, aggressive 

scaling 

1990s 11+ 150+ Global recognition, China entry 

 

This table shows how sales and store numbers grew in direct correlation with flat-

pack expansion. Every new store was backed by a proven system that minimized 

costs, created efficiency, and delivered affordability consistently. 
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Branding, Culture and Identity 

Building the IKEA Brand 

From the start, IKEA’s brand was built on more than products. Ingvar Kamprad 

envisioned a company that reflected Swedish values of simplicity, functionality, and 

humility. The yellow and blue color scheme was chosen to echo the Swedish flag, 

turning the brand into a symbol of national pride. Even the catalog, launched in 1951, 

positioned IKEA not just as a retailer but as a lifestyle brand that showed people how 

to live better with less. 

The use of storytelling was 

central. IKEA marketing 

emphasized democratic 

design-furniture that was 

affordable, practical, and 

stylish for all. Unlike traditional 

competitors who targeted 

wealthy customers, IKEA 

created a brand identity around accessibility. This helped it resonate with younger 

generations, students, and families who valued both affordability and modern 

aesthetics. 

Over time, IKEA became known for its quirky, minimalist advertising campaigns. 

Humor, relatability, and simplicity were consistent traits. Instead of showing luxury 

lifestyles, ads often depicted everyday situations in small apartments, reflecting real 

life. This branding approach reinforced the idea that IKEA was for the many, not the 

few. 
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The Cultural Power of the Catalog 

The IKEA catalog became one of the company’s most powerful branding tools. 

Distributed worldwide in dozens of languages, it became second only to the Bible in 

terms of circulation. The catalog was more than a product list-it was a cultural guide, 

showing people how to design small spaces, organize homes, and create comfort on 

a budget. 

By staging products in fully decorated rooms, the catalog gave customers 

inspiration, not just options. This elevated IKEA from being a seller of furniture to a 

provider of home solutions. It turned shopping into an emotional process, where 

customers imagined themselves living in the spaces presented. 

Even after the rise of online platforms, the catalog remained iconic until it was 

discontinued in 2020. By then, it had become so deeply associated with the brand 

that its end was a symbolic shift, signaling IKEA’s move toward digital-first branding 

while preserving the same values of inspiration and accessibility. 

IKEA Catalog Circulation Growth (Millions of Copies) 

Year Catalog Circulation (Millions) 

1951 0.3M 

1970 12M 

1990 100M 

2010 200M 

2016 220M (peak) 

2020 End of catalog 

 

This chart shows the rise of the catalog as a global cultural artifact. At its peak, over 

200 million households received it annually, making it a branding tool unmatched in 

retail. 
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Store Identity and the “IKEA Experience” 

Another cornerstone of IKEA’s identity is its store design. Unlike conventional 

furniture shops, IKEA created sprawling warehouses where customers moved 

through a carefully planned “maze.” Each section showcased complete room setups, 

guiding shoppers from kitchens to bedrooms to living rooms in a narrative flow. This 

immersive journey made the store itself a form of branding-shopping at IKEA 

became an experience, not just a transaction. 

The cafeteria and food court also reinforced this identity. Swedish meatballs, 

cinnamon buns, and other Scandinavian foods became part of the ritual, turning 

IKEA visits into family outings. This combination of shopping and dining blurred the 

line between retail and leisure, making IKEA stores cultural landmarks rather than 

simple showrooms. 

The flat-pack collection system further strengthened the brand identity. Customers 

not only saw products but physically interacted with them by lifting, carrying, and 

assembling. This active involvement became a defining trait of the IKEA experience, 

linking affordability with participation. 
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This trend shows how IKEA’s physical stores functioned as both shopping spaces 

and cultural destinations, drawing hundreds of millions of visitors annually. 

 

Values at the Core 

IKEA’s identity is also shaped by its corporate culture. Kamprad insisted that the 

company should reflect “Swedishness”-values of equality, frugality, and humility. For 

example, IKEA executives flew economy class, shared hotel rooms, and drove 

modest cars. This frugal ethos translated directly into the brand promise of low-cost 

products. 

Sustainability later became another pillar of IKEA’s culture. By promoting recyclable 

materials, renewable energy, and sustainable forestry, IKEA built an image of 

responsibility alongside affordability. Campaigns highlighted not just style and price 

but also values of environmental care and social inclusion. 

The brand also embraced diversity and inclusivity in its messaging. Advertising in 

different countries often reflected local cultures while reinforcing global values of 

togetherness and simplicity. From supporting LGBTQ+ visibility to focusing on 

gender-neutral family roles, IKEA positioned itself as a brand aligned with modern 

cultural shifts. 
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From Europe to Everywhere 

Early Steps Beyond Scandinavia (1960s-1970s) 

IKEA’s first move beyond Sweden came in 1963, when it opened a store in Norway. 

The choice was strategic-Norway shared cultural and economic similarities with 

Sweden, which made it easier for IKEA to test its model in a new environment. Soon 

after, the company expanded into Denmark and Switzerland, both of which 

embraced IKEA’s concept of affordable, stylish furniture for the masses. 

The biggest breakthrough, however, was Germany. In 1974, IKEA opened its first 

German store, and it quickly became the brand’s largest and most profitable market. 

German consumers, known for valuing quality and practicality, connected strongly 

with IKEA’s balance of design and price. Germany still accounts for a significant 

share of IKEA’s global revenue today. 

During this period, IKEA refined its international model. It discovered that the store 

layout, catalog, and flat-pack system could be replicated across borders with 

minimal changes, making international scaling faster than for traditional furniture 

companies. At the same time, it learned the importance of adapting product sizes, 

materials, and cultural messaging to local needs. 

IKEA’s Early International Growth 

Year Country Significance 

1963 Norway First step outside Sweden 

1969 Denmark Expansion in Scandinavia 

1973 Switzerland First Central European store 

1974 Germany Becomes largest IKEA market long-term 
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Entering North America (1980s-1990s) 

IKEA entered North America in 1976 with a store in Canada and expanded to the U.S. 

in 1985, opening its first outlet in Pennsylvania. However, this entry was not without 

difficulties. American consumers were used to larger furniture, bigger homes, and 

delivery-based retail, while IKEA emphasized compact designs and self-assembly. 

Initially, some customers found the furniture too small or the self-service model too 

unfamiliar. But IKEA gradually adapted by introducing larger beds, wider sofas, and 

bigger dining sets while retaining its Scandinavian design principles. It also invested 

in marketing campaigns to educate consumers about the flat-pack concept, framing 

assembly as a fun and rewarding experience. 

Over time, the urban middle-class demographic in cities like New York, Los Angeles, 

and Chicago embraced IKEA. Compact apartments, rising housing costs, and a 

growing appreciation for modern design made the brand appealing. In Canada, the 

store found quick success due to a closer cultural fit with European shopping habits. 

By the late 1990s, IKEA had become a recognized name across North America. Its 

ability to adapt while staying true to its identity helped it overcome early cultural 

barriers and establish a long-term presence in one of the most competitive retail 

markets. 

 

Expansion into Asia-Pacific (1990s-2000s) 

IKEA’s entry into Asia began in 1974 with its first store in Japan. However, the initial 

attempt struggled. Japanese consumers found IKEA’s products too large for smaller 

homes, and the DIY model was less appealing in a culture where full-service 

shopping was preferred. IKEA withdrew in the 1980s but returned in 2006 with a 
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redesigned strategy, offering compact furniture and store layouts tailored to 

Japanese lifestyles. 

In contrast, China became one of IKEA’s greatest success stories. Entering the 

market in 1998, IKEA initially targeted middle-class consumers in cities like Shanghai 

and Beijing. As urbanization accelerated and incomes rose, the demand for 

affordable, stylish furniture skyrocketed. By the 2010s, China had become IKEA’s 

fastest-growing market, with stores designed to cater to local habits, such as larger 

restaurants and child-friendly play areas. 

Australia also emerged as a key Asia-Pacific market after IKEA’s entry in 1975. The 

brand appealed to a young, urban population that valued functional, affordable 

design. Expansion later spread to Southeast Asia, with stores in Singapore, Malaysia, 

and Thailand, where rising middle classes found IKEA aspirational but attainable. 

The Asia-Pacific expansion highlighted IKEA’s ability to adapt. From redesigning 

products in Japan to localizing marketing in China, the company proved that a global 

concept could succeed if adjusted carefully to cultural and practical needs. 

 

Emerging Markets and Global Scale (2000s-Present) 

By the 2000s, IKEA had set its sights on emerging markets. Eastern Europe, Russia, 

and the Middle East became key growth areas. Russia, in particular, welcomed IKEA 

enthusiastically, with its Moscow store breaking records for opening-day sales. In 

Eastern Europe, IKEA offered affordable solutions to populations experiencing rising 

incomes but still price-conscious consumer behavior. 

India was another milestone market. IKEA faced regulatory hurdles for years but 

finally opened its first store in Hyderabad in 2018. The company adjusted by offering 

lower-priced products, hiring local staff in large numbers, and even adding spicier 



21 
 

 

food to its restaurants to cater to Indian tastes. Online sales quickly became an 

important channel alongside physical stores. 

By the 2010s, IKEA was present in over 60 countries, operating more than 470 stores 

worldwide. The expansion was supported by its ability to replicate the core business 

model-flat-packs, standardized stores, catalog/digital marketing-while making local 

adaptations in product design, store size, and food menus. 

IKEA Global Store Growth (1970–2020) 

 

This chart shows how IKEA transformed from a regional European player into a global 

giant in just 50 years, with store growth mirroring its entry into new continents. 
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Navigating Challenges and Competition 

Battling Global and Local Competitors 

As IKEA expanded across continents, it faced intense competition from both global 

giants and local furniture retailers. In the U.S., IKEA went up against established 

chains like Walmart and Target, which offered cheaper ready-to-use furniture, and 

specialty stores like Crate & Barrel, which appealed to design-focused consumers. 

Unlike IKEA, these retailers emphasized convenience-furniture that required little to 

no assembly. This forced IKEA to differentiate itself not just on price, but on style, 

design, and the unique “IKEA experience.” 

In Europe, where IKEA dominated, competition came from regional chains that 

specialized in custom-built or high-quality furniture. These rivals often emphasized 

craftsmanship, durability, and long-term investment, contrasting IKEA’s focus on 

affordability and mass production. Consumers had to choose between premium 

products that lasted decades and affordable pieces that fit smaller budgets but 

might not be as durable. 

In emerging markets like China and India, local competitors posed another challenge. 

These companies often had deeper knowledge of local consumer preferences, from 

design aesthetics to service expectations. For example, Chinese consumers initially 

expected home delivery and assembly as part of the purchase, which IKEA had to 

adapt to. Local players also competed on price, narrowing IKEA’s traditional 

advantage. 

 

 

 



23 
 

 

The Quality Debate 

One of the most consistent criticisms directed at IKEA has been the durability of its 

products. While affordable and stylish, many customers have complained that IKEA 

furniture is not built to last. Items like particle-board bookshelves and budget sofas 

often wear out more quickly than traditional furniture. Critics argue that this “fast 

furniture” model encourages a disposable culture, where products are replaced 

instead of repaired. 

IKEA has tried to address this perception by introducing higher-end product lines, 

improving material quality, and offering warranties. However, the reputation of being 

a “temporary” solution still lingers, especially among older consumers who prefer 

long-lasting investments in furniture. Younger demographics, particularly students 

and renters, remain less concerned, valuing affordability and flexibility instead. 

The flat-pack model itself contributes to this issue. Because furniture must be 

designed for disassembly, transport, and reassembly, sturdiness is sometimes 

compromised compared to solid, pre-built alternatives. IKEA has attempted to strike 

a balance, but the trade-off between affordability and durability remains a challenge. 

 

Labor Practices and Ethical Concerns 

As IKEA grew, it faced scrutiny over labor conditions in its global supply chain. 

Reports emerged in the 1980s and 1990s of suppliers in developing countries using 

child labor or exploiting workers with low wages and poor conditions. These 

allegations threatened to tarnish IKEA’s image as a socially responsible company. 

In response, IKEA introduced strict supplier codes of conduct, known as the IWAY 

standard, which set minimum requirements for labor rights, environmental practices, 

and workplace safety. The company also began auditing factories and cutting ties 
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with suppliers that did not comply. While this improved oversight, critics argued that 

enforcement was inconsistent and that violations still occurred in some regions. 

IKEA also faced criticism for its own labor practices in retail operations. Employees in 

various countries raised concerns about low wages, part-time contracts, and limited 

career growth opportunities. Unions in Europe and North America pushed for better 

conditions, leading IKEA to raise wages in some markets and invest in employee 

development programs. Nonetheless, labor issues remain a recurring point of 

criticism in its global footprint. 

 

Sustainability under Scrutiny 

IKEA’s model of mass production and low-cost furniture has often been criticized for 

contributing to environmental problems. The use of particle board and inexpensive 

materials raised concerns about deforestation and waste. As products wore out 

quickly, critics accused IKEA of promoting a throwaway culture, leading to more 

landfill waste. 

The company has responded with sustainability initiatives, including sourcing wood 

from certified forests, increasing the use of recycled materials, and investing in 

renewable energy. By the 2010s, IKEA committed to becoming climate positive by 

2030, meaning it aims to reduce more greenhouse gas emissions than its value 

chain emits. Despite these efforts, skeptics argue that IKEA’s core business model-

encouraging frequent furniture purchases-remains at odds with true sustainability. 

Another major issue has been packaging and plastic use. While flat-packs reduce 

transport emissions by maximizing space efficiency, the packaging itself contributes 

to waste. IKEA has pledged to eliminate single-use plastics and develop circular 

design models, but implementation is ongoing. Balancing affordability, scalability, 

and sustainability continues to be one of the company’s toughest challenges. 
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Sustainability & Circular Design 

The Shift Toward Green Responsibility 

By the late 1990s, IKEA faced mounting criticism over its environmental footprint, 

particularly deforestation, waste, and energy use. This pressure coincided with a 

growing global awareness of sustainability, prompting the company to rethink its 

business practices. What began as a defensive response to criticism gradually 

evolved into a core part of IKEA’s strategy. 

IKEA started by focusing on 

responsible sourcing of 

materials. It pledged that all 

wood, paper, and cardboard 

would come from sustainable 

sources. By the mid-2010s, it 

reported that more than 90% of 

its wood was FSC-certified, 

ensuring forests were 

responsibly managed. Similar efforts extended to cotton, with a commitment to 

source all cotton from farms meeting the Better Cotton Initiative standards. 

This shift was not purely reputational. IKEA realized that long-term supply stability 

depended on protecting natural resources. Sustainable sourcing helped secure raw 

materials while strengthening the company’s image as a responsible retailer. The 

company framed its approach as both practical and ethical, aligning with its broader 

philosophy of “democratic design for the many.” 

 

 



26 
 

 

Powering with Renewables  

IKEA also made major strides in renewable energy. Recognizing the carbon footprint 

of its global operations, it invested heavily in wind farms and solar power. By the 

early 2020s, IKEA claimed to produce more renewable energy than it consumed 

across its stores and factories, effectively becoming energy independent. 

Stores and warehouses were redesigned for energy efficiency, with LED lighting, 

better insulation, and solar panels becoming standard features. The company also 

encouraged customers to adopt renewable solutions by selling solar panels in some 

markets, further linking its brand to green living. 

These investments served a dual purpose. They lowered operational costs in the long 

run while also reinforcing IKEA’s commitment to climate goals. IKEA’s sustainability 

reports highlighted measurable reductions in carbon emissions, which became 

critical as regulators and consumers increasingly demanded transparency. 

IKEA Renewable Energy Progress 

Year 
Renewable Energy 

Investment 
Milestone Achieved 

2010 €1 billion pledged Major expansion into wind energy 

2015 
700,000 solar panels 

installed 
Energy-positive in several markets 

2020 Owns 500+ wind turbines 
Produces more renewable energy than 

consumed 

 

Circular Design and Product Lifecycles 

A major evolution in IKEA’s sustainability journey was its move toward circular 

design. The company acknowledged that its flat-pack model, while efficient, often 
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led to short product lifespans. To counter this, IKEA introduced initiatives to extend 

furniture lifecycles through repair, reuse, and recycling. 

Programs such as “IKEA Buy Back & Resell” allowed customers to return used 

furniture for store credit, after which items could be refurbished and resold. This 

initiative encouraged consumers to see furniture as part of a circular system rather 

than disposable goods. In addition, IKEA began offering spare parts and repair kits to 

extend product life, a move welcomed by environmentally conscious customers. 

Designers were tasked with rethinking products from the start, ensuring they could 

be disassembled, repaired, and recycled more easily. Materials such as recycled 

plastics, bamboo, and sustainably sourced wood became central to new product 

lines. This reinforced the idea that IKEA’s democratic design should include 

sustainability as a non-negotiable feature. 

 

Consumer Engagement and Green Branding 

Sustainability at IKEA was not just about operations-it became a branding tool. 

Campaigns highlighted eco-friendly products, from LED light bulbs to reusable 

shopping bags. By making green choices affordable, IKEA positioned itself as a 

leader in democratizing sustainability, much like it had done with design decades 

earlier. 

In restaurants, the company expanded plant-based options, including a vegetarian 

version of its iconic Swedish meatballs. These efforts tied sustainability to everyday 

customer experiences, reinforcing IKEA’s commitment to both affordability and 

responsibility. 

The company also leaned on digital engagement, launching apps and platforms that 

educated customers about sustainable living. From guides on home energy 
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efficiency to tips for recycling, IKEA positioned itself as not just a retailer but a 

lifestyle partner in creating a greener future. 

While critics argue that mass production and global retail inherently conflict with 

sustainability, IKEA’s efforts represent one of the most ambitious corporate shifts in 

the industry. Its ability to align sustainability with affordability ensures that the 

message resonates with the “many people” it seeks to serve. 
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Transforming Retail in the Digital Age 

E-Commerce takes off 

For decades, IKEA’s business model revolved around its iconic stores and catalog. 

However, by the late 2000s, the rise of e-commerce began to disrupt traditional 

retail. Competitors like Amazon offered fast delivery and convenience, challenging 

IKEA’s in-store experience. Recognizing this shift, IKEA gradually expanded its digital 

capabilities, launching online shopping platforms that allowed customers to browse, 

purchase, and arrange delivery from home. 

Initially, online sales were a small portion of IKEA’s revenue, as the brand still 

emphasized the physical store experience. But the landscape changed rapidly in the 

2010s. Younger consumers expected seamless online shopping, mobile accessibility, 

and home delivery options. IKEA responded by heavily investing in e-commerce 

infrastructure, expanding its websites, and introducing mobile apps with improved 

browsing and purchasing features. 

The COVID-19 pandemic in 2020 accelerated this transformation. With stores closed 

or restricted, IKEA’s digital platforms became its lifeline. Online sales surged by more 

than 40% in 2020, with millions of customers shifting from physical to digital 

channels. This period highlighted the importance of integrating online and offline 

experiences for future resilience. 

IKEA Online Sales Growth 

Year % of Total Revenue from Online Sales 

2010 2% 

2015 7% 

2020 18% 

2022 25% 
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This table shows how online revenue, once marginal, has become a core part of 

IKEA’s business model. 

 

Redefining the Store Experience 

While online platforms grew, IKEA did not abandon its physical stores. Instead, it 

reimagined their role in the digital era. Traditionally, IKEA stores were sprawling 

warehouses located on city outskirts. But as urbanization increased and consumer 

habits shifted, IKEA began experimenting with smaller, city-center stores that 

focused more on inspiration than bulk storage. 

These “planning studios” allowed customers to design kitchens, bedrooms, and 

storage solutions digitally with staff assistance, then order items for home delivery. 

This approach integrated the digital journey into the physical space, offering 

customers both inspiration and convenience without requiring long trips to suburban 

warehouses. 

IKEA also transformed its traditional stores into fulfillment hubs for online orders. 

Warehouses doubled as logistics centers, enabling faster delivery and click-and-

collect services. This hybrid model blurred the line between online and offline retail, 

making IKEA more flexible in adapting to consumer needs. 
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IKEA Store Formats (Share of Openings by Type) 

 

This chart highlights how store strategy shifted toward smaller, more digitally 

integrated formats. 

 

Digital Tools and Consumer Engagement 

To remain relevant in the digital age, IKEA invested in new technologies that 

enhanced the customer experience. Augmented reality (AR) became a cornerstone, 

with the IKEA Place app allowing users to virtually place furniture in their homes 

before buying. This innovation reduced uncertainty, increased confidence, and 

aligned with the convenience offered by online competitors. 

Personalization also became central. Online platforms began recommending 

products based on browsing history, while digital catalogs replaced the traditional 

printed versions. Customers could design entire rooms using online planning tools, 

customizing everything from wardrobes to kitchens, then ordering directly online. 
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Social media further expanded IKEA’s digital reach. Campaigns on Instagram, TikTok, 

and YouTube showcased DIY hacks, room makeovers, and creative uses of IKEA 

products, often through user-generated content. This approach kept the brand 

culturally relevant and connected to younger audiences who consume content 

digitally rather than through traditional advertising. 

The integration of these tools not only improved the shopping journey but also 

strengthened IKEA’s brand identity as modern, innovative, and accessible to all. 

 

Adapting Logistics and Last-Mile Delivery 

Digital transformation was not only about customer-facing platforms-it required a 

complete overhaul of logistics and supply chains. Flat-packs had always given IKEA 

an advantage in distribution, but the shift to e-commerce placed new demands on 

last-mile delivery, packaging, and returns. 

To meet this challenge, IKEA invested in automated warehouses, robotics, and data-

driven supply chain management. Partnerships with delivery firms and innovations in 

home delivery services allowed faster fulfillment of online orders. The company also 

expanded its click-and-collect options, where customers ordered online and picked 

up products from designated locations, often at a lower cost than home delivery. 

Sustainability was also integrated into logistics. IKEA introduced electric delivery 

vans in several markets and experimented with bicycle delivery in dense urban 

centers. This aligned with the company’s broader sustainability goals while 

addressing consumer expectations for eco-friendly delivery. 
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The IKEA Business Engine 

Low-Cost Leadership and Democratic Design 

At the heart of IKEA’s business engine is its philosophy of “democratic design”-the 

idea that furniture should combine affordability, functionality, quality, sustainability, 

and style, all at a price accessible to the many. Unlike premium furniture brands that 

cater to affluent customers, IKEA built its model around cost leadership. By 

minimizing costs in production, logistics, and retail operations, it ensures low prices 

without losing its design edge. 

Flat-pack innovation is central to this cost leadership. By shipping furniture in 

compact packages, IKEA reduces transportation and storage costs, passing these 

savings on to customers. The self-assembly model also transfers part of the labor 

cost to consumers, who willingly accept it in exchange for lower prices. This model 

enables IKEA to keep its prices 20–30% lower than many competitors while still 

maintaining profitability. 

Democratic design has also shaped IKEA’s product development. Each product goes 

through a rigorous design process where engineers, designers, and supply chain 

experts collaborate to achieve the lowest possible cost without sacrificing utility. The 

famous BILLY bookcase, for example, has been refined for decades to maximize 

material efficiency while remaining stylish and functional. 

This cost-focused, design-driven approach is what allows IKEA to stay relevant 

across diverse markets. Whether serving students furnishing their first dorm room or 

families designing entire homes, IKEA’s business engine ensures that affordability 

and style are never mutually exclusive. 
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Supply Chain Integration and Scale Efficiency 

Another pillar of IKEA’s business engine is its tightly integrated supply chain. The 

company works with more than 1,600 suppliers across 50 countries but maintains 

centralized control over product design, quality standards, and sustainability 

practices. This balance of global sourcing with local partnerships allows IKEA to 

secure raw materials at scale while tailoring supply chains to specific markets. 

Standardization plays a crucial role. Many IKEA products share components, reducing 

complexity and lowering production costs. For example, screws, hinges, and shelf 

brackets are often interchangeable across different furniture lines, enabling suppliers 

to manufacture at higher volumes with less waste. This efficiency translates into 

savings that strengthen IKEA’s low-cost advantage. 

The scale of IKEA’s supply chain also gives it bargaining power. Its massive 

purchasing volumes allow the company to negotiate favorable terms with suppliers, 

ensuring consistent quality at competitive prices. At the same time, IKEA has 

invested in long-term supplier relationships, often supporting partners with 

financing, training, and technology to meet its strict standards. 

Sustainability has become increasingly important in this supply chain integration. 

Through the IWAY code of conduct, IKEA enforces environmental and social 

requirements across its supplier base. This not only protects the brand’s reputation 

but also future-proofs supply in a world where sustainability compliance is becoming 

non-negotiable. 

 

Store Strategy and the Customer Experience 

IKEA’s stores are more than retail outlets-they are a crucial part of the business 

engine. The “maze” layout of its showrooms is deliberately designed to maximize 
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customer engagement. By guiding shoppers through staged rooms, IKEA 

encourages exploration and impulse buying. Customers often spend several hours 

inside a store, with surveys showing that many buy more than they initially intended. 

The combination of showrooms, self-service warehouses, and food courts 

transforms shopping into an experience. Unlike traditional furniture retailers, where 

customers browse quickly and leave, IKEA encourages visitors to linger, dine, and 

make their trip an outing. This boosts basket size and strengthens brand loyalty. 

At the same time, IKEA has adapted store strategy for new retail realities. Large 

suburban warehouses remain central, but the addition of smaller urban stores and 

planning studios ensures accessibility in dense city centers. By combining inspiration 

with digital tools like AR and online design platforms, IKEA integrates physical and 

digital experiences seamlessly. 

The store also functions as a logistics hub. Increasingly, IKEA uses its stores to fulfill 

online orders through click-and-collect services or last-mile delivery. This hybrid role 

ensures that physical locations remain valuable assets even as online sales grow. 

 

Financial Resilience and Long-Term Strategy 

IKEA’s business engine is designed for long-term resilience rather than short-term 

gains. The company’s structure-operated by the Stichting INGKA Foundation-means 

it is not publicly traded and does not face the same quarterly earnings pressure as 

competitors. Profits are reinvested into expansion, sustainability initiatives, and 

digital transformation, ensuring steady growth over decades. 

Financially, IKEA benefits from its diversified global presence. Operating in more than 

60 countries, the company is insulated from regional downturns. Strong sales in 

growing markets like China and Eastern Europe often balance stagnation in mature 
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markets like Western Europe. This geographic spread provides stability even in 

turbulent economic conditions. 

Revenue streams are also diversified within the business model. While furniture sales 

drive the bulk of income, IKEA earns additional revenue from food sales, services like 

delivery and assembly, and its growing digital platforms. Restaurants alone generate 

over a billion euros annually, proving that the IKEA experience extends beyond 

furniture. 

The company’s strategy emphasizes reinvestment. Instead of distributing profits to 

shareholders, IKEA channels funds into new store openings, renewable energy 

projects, and innovations in digital retail. This long-term vision has allowed IKEA to 

remain profitable and competitive, even during crises like the 2008 financial 

downturn and the COVID-19 pandemic. 

IKEA Global Revenue (EUR Billions) 

Year Revenue (EUR bn) Key Milestone 

2000 12 Strong European growth 

2010 23 North America expansion 

2020 39.6 Online sales surge during pandemic 

2022 44.6 Recovery and emerging market growth 

 

This table shows how IKEA has consistently grown revenues through a combination 

of global expansion, product diversification, and a resilient business model. 

 

 

 



37 
 

 

Flat-Pack Wisdom: The IKEA Journey 

Innovation from Simplicity 

IKEA’s biggest breakthrough-the flat-pack-was born out of a simple observation: 

furniture was too bulky to transport efficiently. By rethinking packaging, IKEA not 

only cut costs but also reinvented the shopping experience. This shows that 

innovation doesn’t always require high technology; it can come from a clever 

redesign of everyday processes. 

The flat-pack became a symbol of IKEA’s culture of efficiency and practicality, 

allowing the company to scale globally while maintaining low prices. It proved that 

even small adjustments, when applied at scale, can transform an entire industry. 

Lesson: Innovation thrives in simplicity-small ideas can create massive global 

change. 

 

Aligning Brand with Lifestyle 

IKEA didn’t just sell furniture-it sold a lifestyle. From catalogs showing fully furnished 

rooms to in-store experiences that inspired home makeovers, the brand tapped into 

aspirations of modern living. This emotional connection made customers view IKEA 

as more than a store; it became a partner in shaping everyday life. 

By aligning itself with values of affordability, functionality, and sustainability, IKEA 

built a strong cultural identity. Its meatballs, catalog, and iconic designs became 

symbols of modern family life, strengthening loyalty across generations. 

Lesson: Brands that connect with lifestyles build deeper, lasting relationships with 

consumers. 
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Adaptability Across Cultures 

Expanding into new regions forced IKEA to adapt. In the U.S., it redesigned products 

to fit larger homes. In Japan, it developed more compact furniture. In India, it 

adjusted its menu and pricing to local preferences. These adaptations showed that 

success in global markets depends on respecting cultural differences while 

maintaining core identity. 

IKEA balanced global standardization with local customization. Its stores still looked 

and felt “IKEA,” but product sizes, services, and food menus shifted to match 

customer expectations. This flexibility allowed the brand to grow across very 

different markets without losing its essence. 

Lesson: Global success requires balancing consistency with cultural sensitivity. 

 

Turning Criticism into Opportunity 

Unlike many competitors, IKEA is privately owned through a foundation structure. 

This allows it to reinvest profits into sustainability, digital innovation, and expansion 

instead of focusing on quarterly earnings. The result is steady, long-term growth 

built on resilience rather than short-term spikes. 

This structure has helped IKEA weather economic crises and global disruptions while 

continuing to evolve. Its long-term perspective ensures that it doesn’t just react to 

trends but actively shapes them for the future. 

Lesson: A long-term vision creates resilience-prioritize sustainable growth over 

short-term wins. 
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Conclusion: A Legacy Still Assembling 
IKEA’s journey from a small mail-order business in Småland to a global retail 

powerhouse is one of the most remarkable stories in modern business. Its success 

has been built on the ability to combine affordability with design, turning everyday 

furniture into symbols of modern living. The flat-pack innovation, along with the self-

service model and immersive stores, created an entirely new way of thinking about 

home furnishing. These innovations made IKEA not just a retailer but a cultural 

institution. 

The company’s strength lies in its balance between consistency and adaptation. Its 

core identity-affordable, functional, and stylish furniture-has remained the same for 

decades, yet it has constantly evolved to meet new challenges. From adjusting 

product sizes for American homes to reshaping strategies for urban markets in Asia, 

IKEA has shown that global growth is possible when a company respects local needs 

while staying true to its brand essence. 

Sustainability has become one of the defining challenges of our time, and IKEA has 

made it central to its strategy. By investing in renewable energy, committing to 

circular design, and offering resale and repair programs, the company has shown 

that affordability and responsibility can coexist. These initiatives not only address 

environmental concerns but also strengthen IKEA’s role as a leader in shaping how 

future generations consume and live. 

Looking ahead, IKEA faces a world where digital retail, sustainability pressures, and 

changing lifestyles will continue to reshape the industry. Yet, its history shows an 

ability to adapt, innovate, and lead by example. The IKEA story is far from finished-it 

is still assembling, piece by piece, guided by the same philosophy that began in 

Småland: to create a better everyday life for the many. 
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