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Executive summary:
Various factors force organizations to embrace change. The rapidly changing business environment, internal issues, or new regulations and legal requirements are among the factors that push business to change their strategic direction (Kotter, 2012). To overcome internal and external challenges, organizations need to anticipate and be prepared for change by developing effective change management plans. Therefore, this report highlights the impact of effective change management on organizational sustainability during critical conditions such as economic turbulence, pandemic, or war. As a case study, this paper identifies the macro environment drivers that force IKEA to change its strategies during Covid19 and the ongoing global political uncertainty and recognizes the role of company leadership styles in sustaining performance and competitiveness whilst implementing change. Additionally, a critical evaluation of 3 change management models is included in this report to understand the most suitable tool that can help IKEA change its strategic direction towards better environmental-friendly culture and high-quality products.

Key words: change management plan, change management models, leadership styles, Ikea.

Introduction: 
Today organizations around the world face unprecedented challenges which have a significant impact on their efficiency and profitability. For instance, the COVID19 pandemic has negatively affected organizational performance leading to a cultural change. According to Spicer (2020), changing attitudes and behaviors of organizations as well as leadership styles were essential for organizations to focus on to overcome the internal and external challenges created during and after Covid19 crisis. Continued economic uncertainty is another factor that has shaped the way the organizations act to find effective solutions to achieve financial goals and sustain competitive advantages. Therefore, leading and implementing changes was inevitable for organizations to create a thoughtful and strategic approach which could help address the employees and organizations’ needs and achieve business goals. 
Different authors highlighted the role of embracing change at workplace. For instance, Kotter (2012) insisted that the globalized economy has brought more threats and opportunities to organizations pushing them to find effective methods to improve competitive advantages and boost market share. Also, Orridge (2009) claimed that organizations are likely to improve performance and sustain market leadership if an effective change management process is constantly applied by leaders who have the necessary skills and traits to lead a successful change. The same author argued that it has become paramount for organization to embrace a healthy organizational culture which supports and sustain change to have strong ability to adapt to unexpected challenges. To understand the link between organizational culture and the effectiveness of change management plans, this paper gives insights into IKEA’s approaches and skills to create and implement strategic changes that help the company overcome internal and external challenges during crisis such as the COVID19 pandemic and the ongoing economic uncertainty. 

Main Body:
IKEA background:
IKEA is a worldwide retailer which sells ready-to-assemble furniture. The IKEA story started in 1943 by its founder ‘Ingvar Kamprad’ was born is Southern Sweden. He was raised on ‘Elmtaryd’, a farm near the small village of ‘Agunnaryd’. The name of IKEA was created by adding all the first letters of the founder’s full name, the farm, and the village where he spent his childhood (highlighted in red). At the start, the company used to sell small household goods like pens, wallets, and frames for pictures. Then, the company got into furniture business in 1947 when the founder started selling furniture made by the local manufacturers in Sweden (IKEA, 2023). Moreover, in 1960, Mr Kamprad decided to add restaurants and snack places inside IKEA’s stores to ensure the customers had all the necessities needed to enjoy their time at IKEA’s (IKEA, 2023).
Today, IKEA is the world’s largest furniture retailer and seller of ready-to- assemble furniture. As observed in the figures below, IKEA is expanding globally in different regions all around the world and has changes its logo several times (figure1). Statista (2023) claims the firm has over 450 stores in 40 different countries hiring more than 231 thousand workers in 2022. However, according to the company annual report 2022, IKEA Group total net income was badly affected due to several factors including severe disruption, delays, and congestions in supply chain caused by Covid19 pandemic and Russian-Ukrainian war (figure 2).


Figure 1: source: How IKEA was started
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 IKEA PESTEL analysis: 
The global coronavirus pandemic has created significant challenges for organizations in nearly every industry across the world. Various studies suggest that unexpected global situations such as Covid19 outbreak or a war can significantly impact organizations financial performance. For instance, anxiety and work stress have increased during covid19 pandemic leading to low productivity and efficiency which have affected the organizational performance (Sleem et al,. 2021). Similarly, Erer (2020) suggests that the ongoing aplication of remote working developed by organization to mitigate the spread of the virus can have negative long-term implications as people need to collaborate to improve effectiveness. Additionally, the Russian-Ukrainian war has caused a great deal of uncertainty in several countries due to the supply bottlenecks and rising purchase prices leading many organizations to adjust their short-term strategies to sustain profitability. Accordingly, Accenture (2022) stated that more than 750 countries have decided to suspend or close operations in Russia impacting more than 3500 retail shops. These firms need to reshape their strategies to find alternatives markets and partners to continue their operations and avoid any supply chain challenges that may affect their overall performance.
IKEA Group was among the companies that has been affected by the ongoing COVID19 risks and the Russia-Ukrain war. In its annual report 2022, the furniture retailer claimed that the pandemic, the war, and other external factors  have limited the growth of the company. Therefore, it was critical for IKEA leadership to use PESTEL analysis framework to identify the macro environment factors  that forced the company to create and implement change to respond to past and future challenges. 
· Political: 
Since Covid19 pandemic hit the world, governments decided to force businesses to close down and people to stay home. this created unprecedented fear since the risk of long closure could have severe negative outcomes. Months after, few countries decided to ease the lock down by allowing non-essential stores such retail, hospitality, and leisure premises to reopen but with certain conditions. Businesses must ensure 2m distance policy, sanitizers, and wearing masks for all employees and customers.
Moreover, the UK government has decided to increase the national minimum wage by 97 pence on April 1st, 2023 (Low Pay Commission, 2022). The main rate of corporation tax also will rise from 19% to 25% for the companies with annual profits of £250.000 or more (HM Treasury, 2022). These factors can negatively impact IKEA financial performance. They can reduce the company profitability and limit the ability to invest in growth and expansion. 

· Economic: 
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Description automatically generated]The Covid19 pandemic has significantly impacted the world economy and triggered the largest global economic crisis in decades. The measures taken to contain the spread of the virus such as lock downs and travel restrictions have led to a sharp decline in economic activity in many sectors resulting in job losses and reduced incomes. The International Monetary Fund (IMF) claimed that economic contraction reached as high as 6.1% in 2021 (IMF, 2023). Also, consumer goods and energy and food prices have been rising sharply due to great consumer demand and supply chain tailbacks leading to global inflation as high as 10.4% in some countries such as UK (UK Parliament, 2023). The same source insisted that the rising interest rates and the ongoing Russian-Ukrainian war will continue to shape the global economy. Moreover, BRICS countries (Brazil, Russia, India, China, and South Africa) have formed a significant force in the world economy. These five emerging economies represent about a quarter of the global GDP reaching over 24 trillion US dollars in 2021 (O’Neill, 2023). BRICS countries are considering abandoning the US dollar as intermediary and conducting their massive trade and transactions directly with the Chinese yen. This development can add more uncertainty on the world economy and may aggravate financial volatility, therefore, Ikea needs to critically evaluate different approaches to mitigate any potential risks.Figure 3: source: Rising cost of living in the UK - House of Commons Library (parliament.uk)


· Social: 
  The pandemic has brought big changes in social and cultural norms. The lockdowns and social distancing behaviors led to a shift in consumer behaviors with people relying more on online shopping and virtual interactions. Additionally, the covid19 outbreak has highlighted the importance of health and wellness leading to increased demand for healthy products. Also, the UK population is predicted to increase by 2.1 million between 2020-2030 according to the Office of National Statistics (2023). This ongoing growth and living standards improvement will drive demand for space-efficient and reasonable pricing for home furniture. Moreover, lifestyle trends are continuously changing as the young generation prefer more modern, eco-friendly, and sustainable furniture than old traditional styles. However, the rising inflation has impacted on the consumers spending leading to cutting back their overall expenditure by reducing spending on non-essential products and switching from premium to lower priced items. 


· Technological: 
  The pandemic has accelerated the adoption of new technologies such as product digitalization, augmented reality, and smart home integration (Hayes, 2022). Product digitalization is a simple process through which online buyers can showcase a product in all colors, shapes, and styles to offer them greater convenience and accessibility. Augmented reality (AR) has also become increasingly popular during the outbreak to improve customer buying journey. AR technology overlays digital elements (sounds, videos, graphics) onto the real world creating a mixed reality environment where the user with both physical and digital components of the products (Hayes, 2022). For instance, a customer shopping for some furniture could use an AR app to visualize how a particular sofa would look in the living room. 
In fact, Ikea has introduced its AR technology since 2017 allowing buyers to visualize their preferable products in real time (Ayoubi, 2017). This innovative idea has been increasingly improved during the pandemic to allow fast and effective digital interactions. 

· Environmental:
 Consumers are becoming increasingly aware of the impact of their purchasing decisions on the environment. According to YouGov (2022), 72% of British customers think about the environmental impact when buying and 68% are worried about the climate change and its effects on the next generations. IKEA has established the “green strategy” commitments which emphasize the total reduction of the climate footprint and significant increase of renewable energy in both retail and production by 2030 (Ikea, 2023).  However, these commitments have been impacted by the greenwashing scandal which criticized Ikea’s approach to the environment since the company had collaborated with illegal logging companies in Russia to provide wood for manufacturing children beds (Earthsight, 2020). 
 
· Legal: 
 The covid19 pandemic led to some changes in the legal environment. Governments worldwide implemented new regulations and guidelines to curb the spread of the virus. This regulation affected different industries including furniture sector. In addition, the ongoing Russian Ukrainian war has caused few new legal requirements that organizations must comply with to avoid penalties. For example, the UK government has banned the import of 140 goods from Russia as response of the invasion (Gov.uk, 2023). Other legal elements consist of product safety “GPSR 2005” which means furniture must be safe and free from any hazard or risks (Khiatani, 2022), fire safety “FFR 1988” which requires companies to ensure that upholstered furniture meet certain fire resistance standards (Khiatani, 2022), and Consumer Rights Act 2015 which sets different rules and regulations regarding consumer protection including accurate labeling, product description, and remedies for faulty products (Khiatani, 2022). 

  IKEA took a holistic strategic change to address these external factors. To follow the UK government policies as response to Covid19 outbreak, IKEA adjusted their stores and warehouses to allow safe shopping and working environment. they implemented the 2m distance rule, sanitizers, and mandatory masks to protect customers and co-workers. The company provided new services such as click and collect, drive through, and contactless deliveries. Also, the conflict of the Ukrainian war has forced the company to pause operations in Russia and Belarus to support co-workers and avoid any legal actions. However, the furniture giant needs change its strategic direction to focus more towards using sustainable materials for manufacturing products and invest heavily in renewable energy to achieve the green strategy goals to enhance the brand image and add more value to its market share. This can be achieved by identifying suitable leadership approaches which can help the organization maximize the likelihood of successful change implementation. Consequently, it is crucial to examine the company’s current leadership styles and identify their impact on the change process.

Ikea leadership styles: 
Since IKEA was established in 1943, the organization has been improving its leadership approaches to create a strong culture and maintain its leading position in the market. The furniture giant constantly identifies and evaluates the critical skills that leaders need to develop at workplace to embrace change when challenges such as covid19 and the current volatile economic conditions arise. Today, the company’s strategy implements different leadership styles which are summarized as follows: 
Transformational leadership:
One of Mr Kamprad’s main principle was to encourage, inspire, and motivate employees to innovate and create the necessary change to boost performance and improve the company competitive advantage. By setting the authentic example of passion and drive, he was able to transform these qualities to employees who eventually become transformational leaders through coaching and mentoring programs. 
This model of leadership is considered as transformational style. It mainly relied on raising the team’s morale and confidence to implement change and align with the company’s vision and goals. According to Long et al,. (2014), transformational leadership style involves 4 main aspects:
1. Idealized influence: it refers to the fact that leaders behave in a manner that serves as an exemplary role model for associates and positively impacts company performance and worker development. 
2. Inspirational motivation: it focuses on finding the most appropriate way to enhance subordinates’ potential and inspire them to push themselves to reach ambitious goals.
3. Intellectual stimulation: This element involves arousing employees’ thoughts and imagination, as well as stimulating their ability to identify and solve problems creatively.
4. Individualized Consideration: is when leaders listen to the concerns and needs of each employee, provide support, and act with empathy to each individual’s situation and background.


Paternalistic leadership:
Ikea’s main priority is to pay great attention to the social needs and points of view of the employees. Mr Kamprad used to trait employees like a part of the family, consult them in their issues, and listen to their feedback (Pelligrini and Scandura, 2008).  And today, the current leadership follows Mr Kamprad ideology by taking consideration workers’ ideas and inspiring them to tackle any challenges and motivate them to create and embrace effective change. For instance, Jesper Brodin, current CEO of IKEA, emphasizes the importance of team collaboration and confidence to create a powerful work mindset and insists that satisfying employees’ needs and listening to them is a core aspect of IKEA’ culture (Ikea, 2023.) 
Paternalistic leadership style improves employees’ job satisfaction, retention, and reputation which can excel organization performance (Pelligrini and Scandura, 2008).  For instance, during Covid19 era, Ikea has maintained its values and cultures by considering financial supports of its workers who were severely infected by the pandemic. The company paid 100% of all workers’ salaries despite the closure of stores and the economy turmoil (Ikea, 2023). In addition, the furniture giant significantly provided new training programmes to improve employees’ mental health and implemented a hybrid system to allow employees to work from home to decrease the spread of the virus.

Consequently, these two leadership styles have brought significant benefits to IKEA. For instance, showing genuine care and empathy toward co-workers has improve employee satisfaction and retention. Also, engaging them to create sustainable business has stimulated their motivation and creativity. As result, these factors were key elements that helped Ikea’s leadership convincing their employees to embrace change during Covid19 and the ongoing economic turmoil. However, the company has shown few drawbacks and limitations when dealing with previous changes. For example, the global supply chain chaos forced IKEA to search for new partners to mitigate the risks of production failure leading to new partnership with few companies in Siberia. Yet, this collaboration was catastrophic as the Russian companies were accused of illegal logging which had damaged the reputation of IKEA’s role in protecting the environment. in addition, the company’s desire to keep the costs of production low has negatively affected the final output and quality. It has become a huge turnoff for customers who would associate the brand name with high-quality products. Therefore, IKEA may consider using one of the change management models listed in the next section to overcome those 2 new challenges. 

Change management models:
Change management model is a framework that guides the process of managing change helping organizations to prepare, plan, implement, and sustain change successfully. Understanding the basics principle of change management models can help organizations leverage best actions, tactics, and strategies when change is needed (Levasseur, 2001). Different change management models exit, yet this paper gives insight into 3 common frameworks:
1. Lewin’s change model:  
This model is one of the oldest and mostly used change management models. It was developed by the psychologist Kurt Lewin in 1951 who considers that three main steps are needed to break down changes into manageable chunks (Levasseur, 2001): 
Unfreeze: During this phase, organization is prepared for change by identifying the reasons of changing projects. This may involve analysing data, conducting surveys, or consulting with experts to determine the areas of the organization that require improvements. Once the need of change is identified, the next step is to create a sense of urgency by communicating the desired change to all stakeholders, emphasizing the consequences of not changing, and motivating employees to support the change. 
Change:  the first step is this phase is to develop a plan for implementing the change to outline the specific changes that need to be done and the team responsible for implementing them. This may include introducing new technology, recognizing the structure of the organization or changing its culture. During this phase it is common that resistance to change arises. Resistance can take different forms such as lack of motivation or scepticism about the benefits of the change. It is essential for leadership to manage resistance effectively by engaging and supporting the employees throughout the whole changing process. Communication is vital in this phase to ensure everyone is on the same page and the change is implemented effectively. 
Refreeze: this final phase involves stabilizing the changes that were implemented in the previous stages and reinforcing them to become the new status-quo. Without appropriate tools that reinforce the change, the previously dominant behaviours or circumstances may reoccur. In this phase, the changes are embedded in the organization’s culture and employees are trained and supported to ensure the changes are sustained over time. This includes establishing new policies, providing ongoing training and development to employees, and placing measures to monitor and evaluate the effectiveness of the change.
Although Lewin’s model of change is considered as the father of all models, few authors claimed that the framework has limitations. For instance, Shirey (2013) suggested that the change can be complex and multifaced not as simple as Lewin’s three phases’ viewpoint. The same author added that the framework is primarily focused on organizational change and may not be applicable to other areas such as personal or social change. Additionally, Bakari et al (2017) argued that the model does not consider the interpersonal and intrapersonal skills of individuals, the varying reactions to change of stakeholders, and the role of the leadership. 

2. Emergent approach of Mintzberg: 
Mintzberg’s emergent approach is a model of change that emphasizes the importance of flexibility and adaptation in response to changing environments. This model was developed by Henry Mintzberg in 1994 who argues that the change is a complex and ongoing process that involve different stakeholders and factors (Mintzberg, 1994). In this model, change emerges gradually over time through a process of experimentation, learning, and adaptation, rather than being developed through a single, top-down planning process. Mintzberg claimed that the emergent approach to change involves four key principles:
a. Experimentation: it refers to trying out new methods and approaches to identify better ways to achieve overall goals. in an emergent approach, change is driven by experimentation and innovation rather than a pre-determined plan which help organization be more responsive to changing circumstances and adapt quickly to new challenges (Mintzberg, 1994).
b. Learning: it involves the process of acquiring new knowledge and skills through experience. By learning from their successes and failures, organizations can continually improve and adapt their strategies to be able to sustain performance when challenges arise.
c. Adaptation: it refers to the ability to adjust to changing circumstances. in an emergent strategy, organizational change is driven by the need to adapt to new challenges and opportunities which can speed up the response process.
d. Flexibility: involves the ability to change direction quickly and effectively in response to changing situations.
Applying Mintzberg’s emergent approach model can help organizations remain competitive in complex and uncertain environments ;however, it has few drawbacks. It requires a high degree of flexibility and agility which can be difficult to achieve in large bureaucratic organizations (Mintzberg, 1994). It also requires a willingness to take risks and experiment new ideas which can be unsuitable for organizations that have a strong culture of conformity.

3. ADAKAR model of change:
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Awareness: for the change to be successful, leadership must ensure that people are truly aware of the necessity of the change and understand its impact on personal and organizational improvements. Effective communication is a paramount at this stage to get all stakeholders to agree on the reasoning of the change.
Desire: informing people about the change does not imply their willingness to change. Leaders need to foster the desire to change by creating a sense of support and motivation which can make individuals more engaged in the process and feel invested in its success.
Knowledge: it involves providing the necessary training for people to develop skills and competences to implement the change. Leaders must ensure that employees have the knowledge and the tools to make the change successful. 
Ability:  Leaders must ensure that people have the resources and tools to develop their skills to implement the change. Hands-on training can be helpful at this stage to improve the employees’ confidence and determine if more training or support is needed. 
Reinforcement: Finally, once the change has been implemented, it is important to reinforce the change and ensure that it becomes a part of the organization. This means creating a culture that supports the change and continually reinforcing the new behaviours and processes that were implemented to ensure their sustainability. 

Change management models are essential tools for embracing change effectively and efficiently. All models mentioned above provide a structured approach to manage strategic change helping organizations to create and execute change management plans in a systematic and controlled way. consequently, Ikea should consider the implementation of these frameworks to sustain its business performance. based on PESTEL analysis, using the emergent approach of Mintzberg can be the most suitable model for IKEA to embrace strategic change since the model emphasizes the necessity of a continuous and evolving change to improve competitiveness in a rapidly changing industry. Hence, this report involves a proposed change management plan that IKEA may implement to solve its environmental and quality issues.

IKEA strategic change proposal: 
Economic turbulence, technological innovations, and shifting consumer trends have shaken up the furniture market which has forced organizations to contend with a greater number of competitors and strategic challenges than ever before. Therefore,  emergent approach of Mintzberg may help IKEA sustain its iconic success . the following four steps plan could be considered by the furniture giant to overcome the challenges identified in this report whist improving brand image and competitive advantage: 
Step1: experimentation: based on the PESTEL analysis conducted previously in the paper, the company’s brand image was impacted by the collaboration with new partners in Russia. IKEA should conduct more experiments by creating new partnership channels with trusted suppliers who have long tracked excellent reputation. This approach allows IKEA to avoid any future scandals concerning the environment. Also, the company may introduce new methods to develop its green strategy by finding suitable solutions to help consumers to recycle IKEA products after use, for example they can partner with third-party organizations which pick and recycle all IKEA products for free. IKEA should also consider renting few furniture products rather than selling them to give more options to consumers who cannot afford the full price. 
Step2: Learning: based on the results of these experimentations, IKEA can decide whether to develop these approaches, stick to the current business strategy, or find different solutions. Analysing the impact of these experiments on the company’s performance may help the company  learn more about the customers’ satisfaction of the new changes regarding the products and services that the company provide. In addition, IKEA’s leadership should continuously improve the employees’ knowledge about any changes in the company’s values and behaviours towards the environment to foster the green strategy goal. 
Step3: adaptation: IKEA has proven its strong ability to adapt to unexpected challenges during the covid19 pandemic. Thanks to Mr Kamprad who has developed a culture of adaptation in the company values and beliefs. Yet, today’s rapidly changing business requires a combination of skills and shifts in mindsets. For example, IKEA must stay informed about the latest trends and innovations which can help the company generate as little waste as possible and provide good quality products. The shift in strategic direction can involve seeking out input from diverse sources, soliciting feedback from stakeholders, or providing brainstorming sessions to generate new solutions.
Step4: flexibility: it is an essential element of any strategic change process. It allows organizations to pivot quickly and effectively to stay competitive and achieve customers’ needs. Since IKEA’s proposed changes include the development of green concept and products’ quality, the company can foster these factors by constantly scanning the external environments to identify opportunities and threats and implement agile methods which prioritise flexibility and adaptation over planning and executing. 

In fact, these strategic principles require certain leadership styles which encourage innovation and creativity and engage employees in the decision-making process to quickly adapt and embrace change. Several theories suggest that transformational leaders are the most suitable individuals for implementing change. For example, Kotter (2012) insisted that transformational leadership strives to implement change by developing a culture that can add value to employees by allowing them to focus on goals, be more creative, take initiative, and participate in the change process. 
As previously mentioned in this paper, transformational leadership is the style that IKEA’s culture promotes to embrace change by creating a vision which can navigate the change through influencing, inspiring, and motivating individuals. However, using another effective leadership approach such as adaptive style can bring several benefits for the organization.  Adaptive leadership approach places a strong emphasis on overcoming  challenges and find appropriate solutions in difficult circumstances to achieve organizational goals (Hayashi and Soo, 2012). Introduced by Heifetz, this leadership style focus on experimenting, discovering new knowledge, and adapt to unexpected situations y making numerous adjustments (Hayashi and Soo, 2012). Therefore, it is essential for IKEA to promote this style and create a culture where adaptive leadership is a fundamental element of the company’ values and behaviours. This can help the company find suitable change management plans to overcome the current and future challenges such as the proposed plan attached in the appendix below. 
For a large company such as IKEA, effective implementation of strategic change would be very challenging, however, the furniture giant may consider the following steps to 
To minimise the disruption and maximise the likelihood of success of this proposed change plan:
1) Identify the scope, the importance, and the need of the developing the green strategy and products quality.
2) Establish a change management team to execute the proposed change and define group roles and responsibilities to embrace it.
3) Assess the positive and negative impact of the proposed change on stakeholders to avoid resilience. 
4) Develop a communication plan that outlines the key messages and channels to keep stakeholders informed about the change progress.
5) Execute the proposed change and address issues and challenges.
6) Evaluate the proposed change implementation by using KPIs (key performance indicators) to identify areas of improvement.

Conclusion: 
Implementing change is critical to overcoming challenges within an organization. Change is necessary when the current strategic direction requires improvement or when unexpected circumstances arise such as the pandemic outbreak and the Russian Ukrainian conflict. To increase the likelihood of successful change, organizations need to create an effective change management plan which can provide the necessary elements and steps that the company needs to follow to succeed in the change implementation. Effective leadership style also has crucial impact on achieving the change outcomes. Transformational and adaptive leaders show strong capabilities to navigate change smoothly through careful planning, effective communication, and ongoing monitoring and evaluation.
Although IKEA change management was successful during the pandemic, the company must develop its strategic approaches towards the environment and products quality. Hence, the company needs to consider strategic change as a natural part of its business life cycle since both the market conditions and the customers’ needs and behaviors are constantly changing. This can be achieved through continuous analysis of the external business environment and adjustment of strategies.
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Result before tax 931 1705
Income taxes =221 =272

Net income 710 1433
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