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EXECUTIVE SUMMARY

Organisational culture is formation of organisation’ believes, value system, and principles that formed its working style. Every organisation has its unique organisational culture that determines and controls its employees, customers, suppliers and stakeholders behaviour as well as their motivation and loyalty to the  organisation.
IKEA is a home furnishing Scandinavian style company well known with its quality  products at reasonable prices. 
The organisation is founded in 1943 in small Swedish village by Ingvar Kamprad and   nowadays is a largest international furniture retailer, operating in more than 40 countries, managing hundred stores, thousand employees and earning billions annually.
IKEA business environment is affected of many factors that influence in a direct and indirect way company’ performance. 
Recent Covid-19 pandemic forced the company to close its stores for a long time and to send its employees home. To secure its business and to ensure  the health and well-being of its employees, communities, co-workers and suppliers IKEA made adaptive changes in the workplace as well as invested in company’ digital transformation to meet its customers increasing online needs and demands.
There are different dynamic external factors that influenced IKEA organisational culture and need to be identified and considered in order to be developed strategies  to prevent or eliminate them. PESTLE Analysis is a strategic tool that can reveal a clear picture of political and economic as well as legal, social and technological factors that affect IKEA business performance.
IKEA organisational culture is based on principles and values set from its creation and strictly respected and adhered. To make better life for people is a guiding star of the company. Furthermore, the organisation’ innovative culture and sustainability aspiration contributes to its advanced development. The company’ stores design and marketing strategies are cornerstone relates to its customer retention and adaptability to different cultures around the world. On the other hand IKEA faces many ethical issues due to disregard of human and animals rights and disrespect of cultural differences. The organisation’ complex corporative structure is also premise to be accused of tax avoiding.
IKEA’ comparison to Hofstede cultural model reveal its small power distance, short term and collectivism orientation as well as feminine culture and low uncertainty avoidance cultural aspects.
[bookmark: _Toc60216576]INTRODUCTION

Organisational culture is an essential part of any organisation. It comprised organisational core values, beliefs, polices, ideologies and activities as well as directed and controlled its employees’ behaviour by unwritten rules. Moreover, it is complemented and enriched by its staffs’ culture and beliefs. Organisational culture is significant turning point to the people’ career as well as organisational marketing strategies. Whether the organisation succeed, or fail is about its cultural factor. Furthermore, organisational factor can be the worst advisor or the best assistant depending on how the organisation understands its culture (Pratap, 2016).
This report underlines IKEA organisational culture and related Hofstede theory analyses, external factors influencing its business environment including PESTLE analyses, as well as influence of recent pandemic crises and adaptive changes in organisation’ workplace.    
[bookmark: _Toc60216577]IKEA BACKGROUND

IKEA is a Swedish global furniture retail company founded in 1943 by Ingvar Kamprad. The company’ name is an abbreviation formed from the founder name (IK) and his family farm and village (EA) respectively Elmtaryd and Agunnarid. The company develops and produces extensive range of Scandinavian style flat packed, self-assembly furniture at affordable prices (Clarke, 2020). IKEA operates in around 40 countries in more than 360 stores and has around 160 thousand employees. The company’ stores are strategically planned and designed to lead the customers through the whole store, to allow them to see the full range of the products offering by IKEA, that can prompt them to buy something spontaneous. Furthermore, the company’ stores offer restaurants, cafes, and children’s play area that is free of charge up to one hour and that strategy allows families to shop undisturbed. Moreover, IKEA furniture are flat packed to be easily transported. For the financial year of 2020 the company has reached the revenue of EUR 37.4 billion (INGKA, 2020).
  
[bookmark: _Toc60216578]FACTORS INFLUENCED IKEA BUSINESS ENVIRONMENT 

There are diverse factors that have direct and indirect impact on IKEA business environment. Identification of the influencing factors help the company to improve its performance and profit as well as competitive advantages and to be more resilient in the time of crises.  
[bookmark: _Toc60216579]Covid-19 influence
The pandemic crisis that influenced recently the world is not only health problem, it quickly turned into a world economic crisis and challenged all businesses to change their workplace to meet the safety requirements and at the same time to keep the business on track. 
IKEA Covid-19 global response includes donation of EUR 26 million to 30 countries that it operates to help and protect local communities’ health and sustenance. Furthermore IKEA focused on groups at high risk as well as those that make increasingly efforts to help them by donating to couple of countries’ hospitals and shelters basic provisions such as food, beds, and toys (Ingka Group, 2020).
IKEA was one of the first organisations that secure its employees, partners, customers as well as communities, co-workers and suppliers health and safety, making fast adaptive changes. Following its vision to create a better life for people the company has modified and improved its digital opportunities to meet online increasing customers’ needs and adapted and changed its stores according to the requirements to protect its buyers and staff. The delivery services that IKEA use offer its customers safe and suitable delivering methods that help company to be better prepared for the new normal future. 
IKEA become more wiser and more resilient during the pandemic crisis, it didn’t stop to expand itself with new stores and locations, it didn’t stop to improve it innovation and sustainability processes. The company opened 26 new stores in China, Japan, Russia, and South Korea. Additionally, takes the first step in creating a new market in Ukraine as it launched e-commerce for a start. 
Even though the company’ stores were closed during the lockdown its online sales was increased and its profit for the 2020 financial year is EUR 37.4 billion, only 4.8% less than previous financial year which is huge success to the company in crisis time (INGKA, 2020).
Despite the success of IKEA during the pandemic and its doubled e-commers business, the company showed that it doesn’t have maximum capacity to handle this tension. In some countries IKEA has faced the challenge of meeting much customer dissatisfaction and complaints about outstanding and missing orders and delayed deliveries. Moreover, the company’ “Click & Collect” service noted a significant qualitative decline as it marks some orders out of stocks before expiring collecting time and additionally delivery price has increased. During Christmas time IKEA faced in UK not only Covid-19 impact but it doubled with impact of Brexit and the company was flooded with customers complaints of missing and delayed deliveries due to disrupted supplies as furniture chain manufacturing factories are located in the EU.
Briefly, we can notice that IKEA is affected by pandemic in many different ways.  One of the reasons for company massive transform investment of digital infrastructure and e-commerce this year is to improve its capability to handle tensions and to be responsible and resilient (Wilson, 2020). 
In summary, IKEA has to prioritise the things, to improve the sectors that are not able to meet the requirements to be more flexible. Furthermore need to keep to communicate with its employees and make them feel rated. People are more empathetic now, but face to face connection is missing, social distance divides people, mental health is affected because work from home require to work and to care after family at the same time, and along with the all bad things happening now has to prioritise how to get out of the situation more mature and learn from it. The company has to adapt to these changes and to benefit from them, to learn how to defend more effectively itself, to take time to learn and grow up and to be prepare to adapt easily to the next crisis (Gallaher, 2020).
[bookmark: _Toc60216580]PESTLE Analysis 
This framework is useful tool in determining and analysing macro environment or also named external factors that affect the organisation. PESTLE analysis refers to   
some changes in the field of social, technological, economic, environmental, political and legal areas.
PESTLE Analysis helps IKEA to understand dynamic factors that can affect its business strategies and to eliminate, minimise or neutralize negative effects of them.
Political factors that can influenced IKEA business environment:
As IKEA operates in many countries, political environment and the decisions of the governments of these countries are essential to the company’s business. Furthermore, important factor that can affect the company is the level of bureaucracy, corruption and restrictions in furniture market. For example, governments decision to put their countries in lockdown during the pandemic affects IKEA e-commers as the company wasn’t capable to meet the increased customers’ needs. Additionally, Brexit has huge impact of IKEA’ business in UK as the company’ factories are located in EU and borders queues caused delay of company’ furniture deliveries. In addition custom duties on imports of goods will raise prices and that is crucial to company’ customer retention.
Economic factors can impact on IKEA’ market stability. Pandemic crisis leaves many company’ customers unemployed or with reduced salaries and no longer able to afford its products. This situation is further complicated by the fact that Brexit may impose higher prices on goods due to fees. Furthermore, Brexit will force IKEA to hire Britain’s employees and that means higher salaries rate. Other factors as economic slowdown and inflation have direct impact on company’ sales and profitability. Last but not least currency exchange rate changes as well as cost of raw materials directly impacted on IKEA’ revenue. Brexit weakened the pound and the company strategy to increase locally made products could decrease unfavourable effect of exchange rate. Cardinal economic factor impacted IKEA business considerably is unstable price of wood and metal products that the company use to produces its furniture and could have impact on the company’ products prices (Dudovskiy, 2019).  
Social factors have profound impact on IKEA operation and its culture. Considering the fact that certain country good standard could be trespass or crime in another country the company must take into consideration cultural norms, values and requirements in the countries that it operates. For example, homosexuality is acceptable in UK and some other countries, but Russia’ people has a negative attitude towards it. This social norm forced IKEA to remove from its Russia’ catalogue the homosexual couple and additionally to transform and adapt it for different countries cultural values. 
Technological factors have major effect of IKEA business. Fast moving technology advancement and innovation processes forced the company to adapt into that changes to meet its clients’ needs and to update rapidly itself. IKEA invested in technology research and development as well as made general investment on its digital and e-commerce aims to fit its capability to retain and satisfy its customers, as well as to robotised some of the furniture’s production processes.
Legal factors are important for IKEA as it works in many countries with different low and restrictions. The company must respect these rules as well as copyrights, otherwise it may be subject to legal liability as is the case with the infringement of the copyrights of US company Emeco. The competing furniture company judging IKEA for the assigned design of a chair that is Emeco’ and as compensation wants IKEA to stop its production. 
Environmental factors are essential for any organisation nowadays. Considering people’ eco consciousness and climate change awareness IKEA have to reconsider its products’ sustainability as well as using recycled and renewable materials for its production lines (MBASkool, 2020).
In summary, highlighted external factors of IKEA business environment emphasised various elements that have to be considered and applied to company’ policy and to allow it to adapt in the best possible way to these external factors.
 
[bookmark: _Toc60216581]IKEA ORGANISATIONAL CULTURE ANALYSES

Organisational culture is of decisive importance in relation to the development and success of each company. How the organisation define its culture is reflected to its employees’ attitudes towards task performance and relationship between co-workers as well as its business environment and world view about the company.
IKEA is one of the world popular furniture brand that have strong core values which guide it to form its organisational culture and to achieve worldwide success.
The Swedish company’ values were formed a long time ago when the people and its founder in particular was forced to work hard for their livelihood, to be practical and conscious, to respect others work and to be enterprising (Ikea, 1999-2020).

“Maintaining a strong IKEA culture is one of the most crucial factors behind the continued success of the IKEA Concept”
Ingvar Kamprad, IKEA founder
IKEA values comprises key tenets as compatibility, cost-awareness, plainness, responsibility, improvement  and  innovativeness, amenability for people and planet and leadership by example.
The company believes that to be strong need to be trustful and trustworthy, to make employees believe each other as well as to have fun together; to be simple, real and pragmatic and to avoid bureaucracy; to be careful for further generation as keep the planet safe; to be affordable for people to build functional home; to be inspired of the challenges to improve and innovate itself; to learn from its mistakes; to believe and empower its employees and to give them opportunity to develop and grow; to hire people according to their values before experience and leadership to be an action, not status. Following these core values IKEA build unique and strong organisational culture, the culture of warmth, togetherness and equanimity  (Clarke, 2000).
The company’ mission is to guarantee better life for people by providing variety of functional and elegant home furnishings. IKEA believes that the home is the most valuable place for people and keeps affordable low prices and at the same time good products quality and service making people able to create their dream home.
IKEA corporate structure comprises two main units: operational (for profit) including INGKA Holding B.V. and franchise (non for profit) including Inter IKEA System B.V.
The  organisation’ operational corporate structure is managed by Inter Ingka Holding  B.V. and IKEA Group is under its guidance. On the other hands IKEA Group structure comprises three  business parts: range and supply,  franchising and industry and is responsible for retails, customers and  related to IKEA’ products services.
Inter Ikea System B.V. managed IKEA Concept and is responsible of employees’ training, products’ distribution and process as well as franchising contracts. IKEA Group  franchise business unit pays 3% fee to Inter IKEA System B.V. that is the main franchisor. The both corporate structures are under the control of IKEA owner family and its close associates (Inter IKEA Systems B.V., 1999-2020).
IKEA has innovative culture that is the company’ advantage to its own success. Empowering of employees encouraged them to increasingly improve the process and the products innovation, to seek constantly a new ideas and innovative methods and to update company’ products  each year which is advantageous to its customers as well as the company’ financial progress. Furthermore, the innovative culture helps in employees’ motivation and engagement to work in compatible way following company’ values and mission. IKEA considers everyone working to the company important, because personal achievement and development help employees to work better and to progress in creating better life for people, respectively to decrease the obstacles to company’ constant innovative process and achievement (Riley, n.d.).
Every market that IKEA reached around the world forced the company to innovate its products and to incorporate the particular country cultural personality into their product design and the market as whole (Industry Leaders, 2018). For example IKEA is well known with its self-assembled furniture, but in Asia market they are assembled by company due to customers’ expectations. Moreover in Asian’ market furniture company sent its representatives to ask people in their homes about their furniture preferences, needs and price affordability. Considering the results and giving their own view IKEA produces furnishing to east market that are cultural suitable and prices affordable. Moreover the company sets up its stores around the world according to the different eastern countries cultural differences as well as its marketing strategies (Pratap, 2016).
IKEA’ western stores are designed in Swedish national colours and usually are located far from the cities centre. The buildings are usually blue with yellow accentuation and one way layout, leading company’s customers along all its products starting from furniture showrooms. Customers can make notes of selected products, to proceed to Market Hall warehouse where are stored smaller items and after finishing with their purchases to collect their flat pack products from self-service warehouse, after that to pay at cash register. 
IKEA’ stores include food market and restaurants where the customers can try Swedish food based on traditional recipes such as meatballs, pancakes, jams, salmon and much more as well as local food based on culture and store’ location. In addition to enjoying the food customers received 5% discount on sale.   
Company’ stores have kids play area called Smaland which name comes from Swedish area where IKEA’ owner was born and mean small lands and where parents can leave their children and to pick them up after finishing shopping.
IKEA products are designed and flat packed in Sweden and end users assemble them. 
For around thirty years the company is following strategic sustainability plan to improve its environmental performance and stability. The flat packed products are easy to be transported, disassembled and recycled. The raw materials as wood and cotton that company used are environmentally friendly and it avoided excessive use of water and chemicals. Moreover the company avoided plastic bags in its stores and plastic forks, spoons, knives and plates in its restaurants and cafes and offer only reusable. IKEA invested on solar panels, energy efficiency, water saving, alternative light sources and product materials. The company’ employees training includes social and environmental responsibility and the stores recycle drained batteries, light bulbs and waste. Ikea offers for its customers electric car chargers, sale energy efficient light sources and in 2019 its sustainability improvement plan include investment in renewable energy organisational structure in the amount of $2.8 billion following its people and planet positive strategy.
IKEA’ marketing strategies include “IKEA Family” loyal card which offers products discount. Moreover, the company publishes catalogue every year and 70% of marketing budget due to it. IKEA reality app helps its customers to illustrate its products in a real medium and in addition its website offers around 12000 products. Furthermore, the company’ restaurants accounts offer 5% discount of buys. Also part of its marketing strategy is “bulla bulla” sales technique which offers customers variety of small items put in bins to create volume effect and low price impression.
On the other hand IKEA faces a lot of ethical problems. According to the company’ critics its complex corporate culture is an ethical issue related to the accusations that inclusion of non-profit organisation in the corporate structure is due to tax avoidance. IKEA response was that the structure allowed it to keep low product prices and makes it more competitive, but is it so? (Daniels ethics, 2014). 
Furthermore the company is accused of age discrimination related to US employees promotion refusal and payment based on the age that demotivated them. Workers in Portugal, Ireland and the US accused company of oppression due to their union vote.  Eastern European lorry drivers exploitation is another ethical issue addresses company human rights violation related to low salaries, long working hours and dangerous work medium.
According to Earthsight non-profit organisation’ report (2020) IKEA was accused that its products are made from wood illegally acquired in Ukrainian Carpathians forest which is home of rare and protected animals.
In addition the company’ retails leather and some of its products contain feathers as well as it retail animal products and meat which is not stated as organic or free range  and was accused of Animal Rights organisations (IKEA Ltd, n.d.).
 
[bookmark: _Toc60216582]IKEA APPROACH TO HOFSTEDE MODEL

Culture has many definitions because it is dynamic and difficult to be identify. Dutch researcher Geer Hofstede by clubbing together with IBM company accentuated on some cultural factors’ role in the international research made on a sample of 117 000 employees in different countries. He created his model in 1980 and identified some differences in  national culture that affected organisational culture. 
According to Hofstede (1991) culture is collective mind programming of a certain group of people who have their own principles, beliefs and value system, and their own perception about the world around and other people (Hofstede, 1991). Moreover Hofstede work revealed cultural differences and defined them into five major dimensions that are as follows bellow:
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- High and low power distance that refers to the distance between the people, according to their authority in the organisational system, and how they use the power given to them. High power distance culture is more autocratic orientated while low power distance culture is human relation orientated. 
- High and low avoidance of uncertainty, that can be described as a level of instability of peoples’ perception of changes and innovations as well as risk avoidance.  
- Individualism vs collectivism is referring to self-sufficiency and correlation with a group and clarifies different cultures’ focus on personal achievements vs collective achieved goals.
- Masculinity vs femininity where the high masculine culture dimensions are seen as competition of goals achievement and acknowledgment, while high feminine culture is more orientated towards people relation in the workplace.
- Long vs short-term orientation where long-term refers to values orientated to the future, while short-term orientation’ values are related to the past and present as well as traditions respect.
Criticism indicates that Hofstede framework of cultural dimensions doesn’t consider different countries national culture as whole, instead of this is based on certain country’ location and only one company (IBM) employees’ perception (Hofstede&Hofstede, 2005).
IKEA is an international furniture company and its business is functioning across many countries. To be successful in the market in these countries the company need to adapt to their cultures, in order to understand its customers perceptions and requirements as well as how to be attractive to them.
Hofstede’s framework helped IKEA to comprehend features of particular culture and to make its policy and marketing strategies around them. Furthermore important for the company is to find out the best way to manage these differences taking into consideration the legal system of the country, considering the fact that IKEA may infringe local competition rights which in turns can affect its image and profitability. Another important thing in understanding cultural differences is that the company should hire local workers because the culture is familiar to them and majority issues arising due to insecurity and language barriers can be avoided.
IKEA organisational culture can be characterised as small power distance based on Hofstede (1991) cultural dimensions as the hierarchy is not distinguishable. The management authority is based on experience, knowledge and professionalism than the rank and status position (CFI,  2015-2020).
IKEA warehouses faced many problems during the daily work and it is require managers to deal with these issues. Even though some of employees are empowered to make their own decisions sometimes the managers should solve the problems with the workers, deliveries or customers and it’s require talking to the employees or solving a problem on the spot in the store, or to help with something that goes wrong and that is example of humane approach and low power distance. Considering managers participation in the work process can be noted that they helped employees in their daily duties and problem-solving process. Moreover the management shares the same car park and eating place with the workers. Employees clothing are not formal. They are designed to be functional and comfortable, and to support their daily work. IKEA designers interviewed its employees around the world and based on their opinion and wishes developed collection of quality, sustainability and efficiency using sustainable sources and that is another illustration of company’ low power distance.
IKEA employees’ empowerment and encouragement of making decision shows freedom given to them. The company is taking risk and expect them to show initiative and responsibility. That is typical for low uncertainty avoidance culture dimensions.
IKEA has multinational business and different nationality managers. Despite the different working style and leadership company’ management in the countries around the world is based on IKEA’ values which are embedded in its organisational culture from the very beginning of the company establishment. Managers respect these values and norms which shows that the culture and past of the company are essential for its succession and illustrates its short-term orientation (IKEA, 2020).
IKEA culture relies on a team working and employees believe that is easy to say “we” than “I”, because togetherness is one of the core values in the company’ culture and they are filing stronger when work and have fun together and trust one another. The cooperation in company’ team activities is a proof that IKEA is collectivism orientated rather than individualism (Dudovskiy, 2019).
Honesty and openness between IKEA management and employees as well as relationship between co-workers and devolution of decision-making branded IKEA as feminine culture (IKEA, 2020).
[bookmark: _Toc60216583]CONCLUSION AND RECOMMENDATION

IKEA is powerful organisation with strong and rigid reputation related to its products quality and affordable prices. Its unique organisational culture and value system is advantageous of its customers retention and the organisation’ innovative and sustainable aspirations contribute to its competitive advantages. The company is  popular both to the West and East countries and continue to reach undeveloped markets.
On the other hands the organisation faces many ethical issues as well as different business environmental barriers as it operates in many different countries with many cultural features and must comply with them in order to established itself on the  market and to be competitive and respected.
Recommendation: To be successful in any country and culture, IKEA must respect human rights, competitiveness and to be more responsible for animal rights and the environment. As the organisation has many competitors in different countries that it works need to be careful with competitiveness rules and to respect the competitors, because the local furniture companies know very well the local culture, people beliefs and attitudes as well as local laws and requirements and this can be obstacle for future of IKEA in the certain country.
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