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1. Introduction
1.1. [bookmark: _Toc133428092]Background
With the advent of globalisation and progression of technology, changes in the organisation have become inevitable. For instance, instead of solely relying on the brick-and-mortar stores, the businesses are rapidly switching to e-commerce (McKinsey & Company, 2020). The businesses must adapt in order to survive the highly competitive contemporary markets. While change is important, the business must also know how to manage these changes effectively. Hence, once the need of change has been recognised, a strategy for its actual implementation must be formulated. This is because there are several resistances to change and improperly implemented change is likely to do more harm than good (Errida & Lotfi, 2021). The term ‘change management’ refers to a systematic approach to directing organisational changes. To ensure the success of a change, it is necessary to prepare for it, put it into action, and track its progress. The organisation may implement changes in both its external and internal process. Nevertheless, as noted above, change and stability must co-exist; the organisation must ensure stability while it is undergoing a radical change. 
1.2. [bookmark: _Toc133428093]Aim and structure
Recently, IKEA, the renowned Swedish company, incorporated a new change in the form of Augments Reality (AR) (Shen, 2021). The new mobile app lets the users to design their entire rooms using AR (Shen, 2021). The initial findings of presentation showed that the change has been overall successful for the organisation (Rofi Labs, 2022). In the light of digital transformation at IKEA in the past five years, the relevant research question is: “whether IKEA has been able to manage and stabilise the change successfully?”. The report shall examine the change and stability management at IKEA with the help of relevant change management theories. The report argues that IKEA’s digital transformation has benefitted the organisation, evident in the form of higher sales revenue and improved customer base.
2. [bookmark: _Toc133428094]IKEA and its changes
2.1. [bookmark: _Toc133428095]IKEA
IKEA is Swedish multinational company which primarily deals in retail of ready-to-assemble furniture, home appliances, décor items, home accessories and other similar goods (IKEA, 2023a). As of 2021, IKEA is the most valuable furniture brand across the world and eight most valuable retailer worldwide, with the value of more than $21 billion (Statista, 2023a). IKEA has global operations across several continents including Europe, North America, Asia and Australia. Currently, the biggest market of the brand is Europe with approximately 70% of the sales revenue coming from this geographical area whereas Asian market is around 10.5% (Statista, 2023b). 
Traditionally, the brand has been the pioneer of brick-and-mortar stores and has been known to acquire large spaces for offering its products (Deccan Herald, 2022). IKEA has more than 422 physical stores (Forbes, 2023). However, retail has been undergoing transformation for the past decade with notable shift from physical stores to online purchases. This was particularly notable during and after COVID-19 pandemic that forced the consumers to stay at home and engage in distance/online shopping. Despite the rapid growth of internet during the early 21st century, IKEA has been slow in adopting and migrating to online channels. IKEA started its online operation only in 2009 (Medium, 2020). However, IKEA’s sales contribution from e-commerce had been slow with hardly 6% of its revenue coming from online sales (eTail, 2023). This was possibly because IKEA never gave importance to ecommerce. However, after pandemic, the brand realised the significance of online sales. Thus, it launched its AR-enabled mobile application.
2.2. [bookmark: _Toc133428096]Transformational change at IKEA
The term ‘transformational change’ refers to a sort of change that beyond the scope of mere improvements; beyond incremental or minor changes (Lather, et al., 2022). It necessitates changing the way an organisation is run from the ground up, which may include rethinking all of its policies, procedures, and structures. When an organisation faces substantial disruptions, such as the introduction of new technology, a shift in the market, or a big change in consumer requirements, transformational change may be required (Lather, et al., 2022). Transformational change, as opposed to incremental change, requires a unique strategy/approach for change management; for instance, planned approach to change. A planned approach to change enables the organisation to manage change initiatives in a more structured and controlled way (Lewin, 1948). It aids in making sure the goals of the change effort are met via efficient and effective implementation of the changes (Lewin, 1948).
IKEA’s change of introducing an Augmented Reality app can be understood as a transformational change because it is fundamental shift in the functioning of the brand. In 2017, by launching its first AR app, IKEA changed the dynamics of retail space; it changed the nature of how the customers had previously shopped using mobile applications (Joseph, 2017). With IKEA app, the consumers can test IKEA’s products in real time. They can use the app to feature the product at their desired location to visualise how it would look in reality (O'Reilly, 2023). In other words, the consumers no longer need to visit the store to purchase IKEA’s furniture, buy the furniture, install it only to realise that it does not match the aesthetics of their home. With AR app, the consumers can try different products in different styles and colours to assess if it matches the real-life setting of their home or not. IKEA has made it possible for the consumers to examine every detail of their furniture before purchasing it. However, the app did not allow the users to purchase furniture directly from the app i.e., they could only see how the furniture would look in their space but could not order it. Therefore, a modified AR tool was launched in 2019 and now the users can directly purchase the furniture that fits their room’s setting (WARC, 2019). The new app has the success rate of 98% (Ozturkcan, 2020).
3. [bookmark: _Toc133428097]Factors driving radical change at IKEA
Lewin’s model defines driving factors as those that encourage or facilitate the change effort. In other words, driving forces are what ultimately lead an organisation to make a change (Levi & Lawn, 1999). According to Lewin’s theory, change is possible only when driving forces outweigh restraining forces (Levin & Lawn, 1999). There are several internal and external factors that trigger organisational change. To examine the external driving factors of change at IKEA, the report uses PESTLE analysis. 
3.1. [bookmark: _Toc133428098]External factors driving change at IKEA
[bookmark: _Toc133428099]Political
The governments of both developed and developing nations are working together to drive digital transformation. The UK government has funded digital growth by enabling seed investment and Northern Powerhouse Investment Fund (GOV.UK, 2022). Similarly, the Swedish government has also supported and committed to digitalisation by promising to invest SEK 300 million during 2023 (Ericsson, 2023). Moreover, during COVID-19 pandemic, the governments of almost every country in the world put stringent restrictions on physical contracts. This became an indirect trigger for digital transformation at IKEA (WEF, 2021). Post COVID-19, IKEA has continued with its click and collect approach. This is beneficial for both the brand and customers. It is because IKEA is able to save the costs on its logistics while motivating the consumers to make more purchases from the convenience of their home. On the other hand, by placing online orders, the consumers ensure that their selected/desired products do not go out of stock and are kept reserved for them, which they can collect later in their free time.
[bookmark: _Toc133428100]Economic
There are several economic factors that has made IKEA to opt for digitalisation. This includes better disposal income of the people, particularly in Europe that allows to indulge more in online shopping (Eurostat, 2023). Furthermore, IKEA noted the need to create more employment opportunities. By focusing on complete development of its online sector, IKEA has managed to create large number of jobs (McDonald, 2022). Another driving factor has been rising in competition from other furniture players such as Amazon, Wayfair, Walmart, Tesco and Home Depot (Pereira, 2023). These brands have been long offering the online purchase option. Amazon has even launched a private label to compete with IKEA. Hence, IKEA also need to engage in digital transformation in order to sustain its competitive advantage.
[bookmark: _Toc133428101]Social factors
There has been rise in per capita education level and preference of online purchases among the target consumers. The reports have shown a rise in the retail sales of IKEA’s competitor, Pottery Barn, by 52.8%, solely due to its e-commerce platform (Garcia, 2018). Furthermore, as noted above, the consumers prefer to maintain physical distance post-COVID-19. It is also important to note that target consumers of IKEA have become avid users of internet and social media, which allows the brand to reduce its advertising cost and target larger market segment.
[bookmark: _Toc133428102]Technological factors
According to the recent data, as of 2023, there are more than 725 billion internet users in Europe (Statista, 2023c). The number is expected to rise by 35 billion in the next five years. This indicates a large opportunity for IKEA to shift its focus on digitalisation. If the consumers are on internet, the brand must be on internet. Similarly, there has been a considerable growth in the proportion of social media users, again, giving the opportunity to IKEA to invest in low-cost marketing techniques while simultaneously targeting a larger and global market segment. Additionally, the past few years have witnessed a rise of Artificial Intelligence (AI) and blockchain-enabled technology (Levis, 2021). These technologies have proved to enhance customer experience for the brands (Forbes, 2023). 
[bookmark: _Toc133428103]Legal factors
The government is coming up with new laws every day to tackle the challenges created by new technology like AI and blockchain. For example, the EU has General Data Protection Regulation (GDPR) that lays down the obligations of private entities like IKEA to ensure protection of users’ personal data. Similarly, there is also a proposal for ePrivacy Regulation to protect data in all forms of digital communication. With the protection of strong laws, the organisations like IKEA are motivation to digitalise.
[bookmark: _Toc133428104]Environmental factors
The customers now demand the organisations to adopt sustainable approach. As opposed to brick-and-mortar stores, the digital stores can be more sustainable for IKEA. It is because the brand will not have to spend money on transportation and logistics, which in turn will allow it to reduce carbon emissions. 
3.2. [bookmark: _Toc133428105]Internal factors driving the change 
[bookmark: _Toc133428106]Change in leadership
One of the most important internal factors that drove radical change at IKEA is the change in leadership. In 2018, IKEA appointed Juvencio Maeztu at the CFO. In an interview, Maeztu said that he could see online players like Amazon growing and it was important to get closer to the consumers (Pymnts, 2018). Even when the company entered Indian market, Maeztu confirmed that one of its major retail strategies would be to explore e-commerce formats (Govind, 2017). As part of its digital transformation strategy, Maeztu decided that company would invest around €3 billion between 2018-2020 to focus on areas like digital service and eCommerce warehouse. The CFO established the goal of 20% growth in sales revenue, original from eCommerce platforms (Pymnts, 2018).
[bookmark: _Toc133428107]Support from employees
The employees play a crucial role in IKEA’s success. Therefore, digital transformation could not have been imagined without employees’ support. During COVID-19, the employees borrowed monitors, chairs, keyboards and other office equipment to support sale service from their homes (Barbour, 2020). This demonstrates employees ‘open to change’ mindset.



4. [bookmark: _Toc133428108]Dealing with resistance factors
4.1. [bookmark: _Toc133428109]Resistance to change
According to Buchanan & Huczynski (2013:628), resistance refers to the unwillingness or inability to accept or discuss changes that are often perceived as damaging or threatening to individuals. There are different factors that influence an individual response to change. It may be nature of change, the consequences, organisational history, individual history and personality types. In case of IKEA, digital transformation can be fearful for some employees who are not familiar with technology and could not efficiently use computers. This is also known as individual resistance. Moreover, as evident from the paragraph above, in IKEA’s case, there was notable technical resistance as company was itself unwilling to adapt to digitalisation. It is importance to overcome the resistance because cost of failure is more than just wasted time, money and lost opportunity. It also breads cynicism, kills motivation and triggers withdrawal from involvement in future efforts. Therefore, the businesses must implement effective strategies to combat with these problems.
4.2. [bookmark: _Toc133428110]Resistance factors at IKEA
There are resisting forces that come from various sources such as employees, customers, suppliers and other stakeholders. In IKEA’s case, resistance came from all of these factors. For instance, as noted above, despite the launch of e-commerce store in 2009, IKEA did not earn significant revenue from the online channel, thereby indicating the customers resistance to the change. Moreover, IKEA’s supply chain was disrupted during and after COVID-19 that made it difficult for the company to complete its digital transformation (Medium, 2020). Furthermore, IKEA has to adjust to culture of different demographic population. These resistance factors made digital transformation challenging for IKEA. Another resistance comes from IKEA’s organisational culture. The company has Swedish culture and Swedish structure where relatively few people work at the management levels (Grand, et al., 1994). The shift to digitalisation would require large number of managers and IKEA was apparently not ready for the change. In addition, the brand would have to completely change the layout in which the customers shopped, this was tedious for employees. Also, radical organisational changes often come along with layoffs. 
4.3. [bookmark: _Toc133428111]Dealing with resistance at IKEA
To deal with resistance and effectively implement change at the organisation, the businesses are advised to use Schein’s Elaboration of Lewin’s Model (Hussain, et al., 2018). Schein sees change in three stages. At the unfreezing stage, Schein suggest that it is important to create motivation to change. As noted above, the individuals may have anxiety and fear related to change. For instance, in case of technological change like that at IKEA, the employees may feel that they lack competence, and they will be laid off when their incompetence is discovered. Communication is crucial at this stage because it helps educate employees about the major change that is being planned for implementation (Hasanaj & Manxhari, 2017). At stage two, it is important to learn new concepts and new meanings for old concepts. At the third stage of refreezing, the new concepts must be incorporated into self-concept and identity.
To successfully digitalise itself and adapt AR-enabled mobile devices, IKEA did start with creation of survival anxiety. In 2018, IKEA created survival anxiety by cutting 7500 jobs and by shifting to small stores (CNN, 2018). The company stated that it is reorganising the landscape in order to better respond to customer’s behaviours. As a result, IKEA cut administrative and support jobs in the US (CNN, 2018). The move came despite the decision of IKEA to open 25 stores in India in the same year. The job-cutting instilled survival anxiety among the employees and motivated them to stay open for digital change. Subsequently, IKEA started training its employees to deal with AR technology. In 2020, the company gave its employees VR headsets so they could be more intrigued to learn about the technology and implement it at the workplace (Craig, 2020). IKEA accepted that aim behind giving free VR headsets to the employees was to prepare them for its own VR store. This was important because this new initiative was significantly different from usual eCommerce shopping experience (Craig, 2020). Furthermore, to integrate the technology and digitalisation as part of its organisational culture, IKEA started using VR and AR even for onboarding and training of employees. This means that co-workers at IKEA now communicate using latest technology. Thus, by applying Schein’s Elaboration of Lewin’s Model, IKEA was able to successfully tackle the resistance to change.
Furthermore, evidently, the brand minimised resistance to change by training and development of employees. The employees of IKEA were given requisite training. Also, IKEA used coercion strategy by informing the employees that the company is launching VR app to focus on increasing its online sales. According to Kotter (1996:26) “successful transformation is 70 to 90 per cent leadership and only 10 to 30 per cent management”. Thus, Juvencio Maeztu’s transformational leadership style also played an important role in successful change management at the company. A leader is the one who thinks about long-term goals and Maeztu was quick to recognise that IKEA cannot survive for long unless it adapts with the changes in its macro and microenvironment. 
5. [bookmark: _Toc133428112]Effects of digital transformation at IKEA
In 2017-18, the year when IKEA first took a serious step towards digital transformation, its net profits decreased by 40% (European CEO, 2019). There were several reasons for decline in profits including rise in cost of digital development and decision of the organisation to not increase the prices. IKEA had always enforced Porter’s cost-leadership strategy to maintain its competitive advantage; thus, it was not an option for the company to increase its prices to obtain the previous years’ profits. Another contributor to decline in profits was customers’ resistance to change. The customers showed inhibition to purchase furniture online (Lee, 2017). Moreover, to streamline the organisation, IKEA had to cut 7500 jobs in 2018 (The Guardian, 2018). This appeared to be a setback for the company which employs large number of people. The brand asserted that it did not need so many administrative workers and doing so was necessary in response to rapidly evolving retail and consumer market that required IKEA to enhance its digital delivery and other services (The Guardian, 2018). 
The job-cutting was not necessary an impediment. This is because the shift to e-commerce led to creation larger number of jobs, leading to a net gain of 4000 jobs (The Globe & Mail, 2018). Initially, even the market share of the company reduced by 2% (European CEO, 2019). This was again possibly due to customers’ inhibition to purchase furniture online. Despite all these short-term hurdles, the change was effective was IKEA because the global retail sales increase by €10 billion in the same year. The growth was prominent in China and the US, despite significant competition from Alibaba and Amazon. This indicates that to a certain degree, IKEA’s CFO has already achieved his goal of 20% growth of sales revenue. In other words, the radical change at IKEA has benefitted the organisation.
6. [bookmark: _Toc133428113]Conclusion
This report aimed to shall examine the change and stability management at IKEA with the help of relevant change management theories. Based on the analysis above, it can be concluded that IKEA introduced a radical change by launching AR-enabled mobile application. This changed was caused primarily due to changes in technology, intense competition and changes in customers’ shopping preferences post-COVID-19. There were also some internal factors like change in leadership and support from employees. The analysis shows that despite significant resistance, the brand managed to successfully implement the change. It could so by enforcing three-stages of change management. The change at IKEA has been beneficial for organisation, as evident from higher sales revenue and improved customer base. 
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