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[bookmark: _Toc73555083]Introduction
The given theme for the final qualification paper was introduced due to the fact, that the contemporary world faces many essential challenges related to the environmental degradation and social issues. In fact, ecological problems are increasing their scale at a tremendous pace. Moreover, the trend of a conscious consumption is spreading in the society that significantly influences conventional strategies and operations of the companies. To lessen the negative environmental footprint and to enhance the living conditions of a society, the enterprises worldwide change their direction toward a sustainable development. So that, nowadays the businesses tend to make an emphasis on the development of the value creation based on safeguarding the environment and climate change, which is aimed to improve the societal well-being.  The organizations shift their affairs in a new way that integrates the concept of the shared value with the core business of the company. However, it is essential not only to be able to respond on the sustainability issues, but also to maintain the profitability level. To achieve that the enterprises should modify a traditional way of doing business and “adopt innovative business models, which means to develop new architectures of organizational value creation, delivery, and capture” (Florian et al., 2016).[footnoteRef:2] [2:  Florian, L., Lorenzo, M., Nancy, B., Alan, B., Josephine, M. (2016). Business Models for Shared Value: Main Report.      Network for Business Sustainability (p. 25). ] 

One of the global corporations that works thoroughly on the sustainability program, functioning under the ecological principles in its production from its foundation is IKEA company. IKEA constantly develops innovative approaches in its business model, which is based on sustainable development. The company operates in the furnishing industry that requires a wide utilization of natural wooden resources, so that IKEA always elaborates and improves the ways how to use and recycle these resources more efficiently, meaning that the company takes care about environmental issues. In addition to this, IKEA successfully implements the programs aimed to support societal challenges. Furthermore, it introduces the improved tactics to inspire the change in customers’ minds, so that more and more people will be able to become the part of global projects, bringing the valuable impact for the thriving future. Nowadays, IKEA is one of the companies that prosperously introduces the circular economy principles in its production and in daily operations. IKEA sustainable principles expands broadly in Russia, covering the manufacturing, offices, and stores functioning (IKEA, n.d.).[footnoteRef:3]  [3:  IKEA. (n.d.). Sustainable every day. Retrieved January 5, 2021. https://www.ikea.com/gb/en/this-is-ikea/sustainable-everyday/] 



Managerial Problem Identification
Based on the Sustainability Review that was hold in Russia at the beginning of 2020, IKEA Russia has received 91 out of 100 scores for its successful implementation of initiatives toward the sustainable development. Those significant results indicated that IKEA Russia has taken the highest scores for last 3 years, becoming the best sustainability company in Russian market.[footnoteRef:4] [4:  The information from the guest lecture, conducted by Elena Karpova, sustainability coordinator at IKEA Russia.] 

However, according to the insights provided by the sustainable development managers of IKEA Russia, these results could be even higher, if the company introduced bigger number of sustainability-oriented projects. IKEA Russia is expected to expand the scope of sustainable development initiatives according to the multinational sustainability strategy of IKEA named “People and Planet Positive”. The barriers for the sustainable projects’ expansion are primarily connected to the peculiarities of Russian market. So that it can be stated that IKEA Russia has the managerial problem that is the challenges with the implementation of the sustainable initiatives in Russia, which are demanded by the international IKEA strategy. As a matter of fact, these challenges are associated majorly with the peculiarities of Russian market. The identified managerial problem illustrates the relevance of the chosen topic for the current paper, since the sustainability is highly urgent direction for the development in IKEA business agenda. In addition to this, the multinational sustainability strategy requires each IKEA subsidiary to adjust IKEA sustainability ambitions until 2030.
Personally, for me, the problem of IKEA from the one hand is a changeling one, due to the fact that the company has already implemented many successful projects in Russia, so that it would be hard to propose better solutions. But from the other hand, it is quite interesting to investigate the possible gaps and elaborate valid innovations in the field of sustainability. 
It is important to mention that the managerial problem of IKEA is strengthened by the peculiarities of Russian market, which were indicated during the interview. The major ones are illustrated below.
Firstly, there is a lack of infrastructure, which can support and accelerate the sustainability initiatives of the company around the cities. It means that the speed of the projects aimed toward sustainable development realization is lower in comparison with other countries. The problem is connected to the low number of competent contactors and partners, such as recycling organizations, who are able to provide the necessary support to achieve the strategic goal of IKEA that is to inspire more than 100 million citizens to live more sustainable lives.
Another trait in Russia is that there is a low level of understanding of global problems importance among Russian citizens. Therefore, customers’ involvement in sustainability programs is not considerable, since, basing on the internal review of IKEA, the population tends not to believe in the effectiveness of the sustainability projects. The acceptance rate of IKEA sustainable programs in Moscow and other big cities of Russia (excluding Saint Petersburg) is low comparing to the figures of other countries. Nevertheless, the level of customers’ participation in environmental projects in Saint Petersburg during 2018-2020 was growing comparing to the performance of previous years. It illustrates, that there is a good tendency for the development of sustainable initiatives in Russian market. For instance, according to the internal survey of IKEA Russia among clients, they did not use or just rarely used the separate waste collection “stations” (nearby IKEA stores), since these stations were situated quite far from their apartments. However, the expansion of these types of stations around many city areas is complicated issue, since the company has to invest considerable number of financial resources and it also needs to obtain the official permits to gather and keep the collected waste.[footnoteRef:5] [5:  Interview with sustainable development manager of IKEA Russia Mba Eyama Rosa Pascual (2020)] 

Thus, the goal of the paper will be primarily connected to the development of the solution for the identified managerial problem within IKEA Russia, based on the thorough analysis. 
The paper goal and objectives
So that, according to the managerial problem stated above, the goal of the qualification paper is to make the analysis of the sustainable initiatives of IKEA Russia and to elaborate recommendations for the development and implementation of sustainable innovations for the company, so that it can correspond the demands from international IKEA strategy. Therefore, the object of the research is an IKEA international sustainability strategy for 2030 and the subject of the research is the adjustment of the initiatives of international sustainability strategy of IKEA in Russian market.
In order to realize the goal specified above, it is necessary to cover the following objectives:
· To illustrate and justify the choice of the viable managerial instruments, which are applicable for the resolution of the indicated problem;
· to examine the strategic positioning and the sustainable orientation of the company; 
· to reveal the peculiarities of sustainable development program of IKEA and its initiatives globally and in Russia;
· to make an analysis of the current sustainable practices through the prism of company’s value chain;
· to perform the sustainability-based analysis of the external environment with the application to the furniture retail industry;
· to evaluate the current practices of IKEA Russia through the prism of sustainable innovations and identify the gaps;
· to elaborate sustainability SWOT-analysis to justify the need for sustainable innovations;
· to reveal the best sustainable innovations, which can eliminate identified gaps in IKEA Russia;
· to develop managerial recommendations of sustainable innovations for IKEA Russia with the detailed action plan for their realization;
· to estimate the benefits according to the Tripple Bottom Line concept
· to evaluate the risks of the proposed recommendations.
In the contemporary world, the elaboration of the sustainable innovations becomes crucial in order to respond on the global environmental issues, creating the effective approaches in the way to gain the competitive advantage and to thrive in the fast-changing unpredictable environment. That is why the indicated theme is highly relevant in recent times.
The current qualification paper will be performed in the format of the consulting project. It means, that the results of the study will provide IKEA company with the practical managerial recommendations for the introduction of the sustainable innovations. The proposals will be developed based on the traits of international sustainable development strategy of the company, the analysis of the external environment and the theoretical overview connected to the sustainable development within the business. 
The research methodology
The study will be conducted on the basis of the analysis of the multiple sources, where the primary sources of the information are the GSOM guest lecture about sustainable development in IKEA (presented by IKEA sustainability coordinator, Elena Karpova) and the interviews with the sustainable development managers of IKEA in Russia, Aleksandra Nagornaya and Mba Eyama Rosa Pascual. The choice of the managers of sustainability department for the interview is connected to the fact, that the whole study is based on the evaluation and elaboration of sustainable initiatives within the company. The managers of this exact department are responsible for the development and implementation of initiatives in sustainability field in Russian market; therefore, it justifies the managers’ expertise. The conducted interview was structured since I have prepared the questions before the meeting with interviewee.
The secondary data sources of information involve research connected to the sustainable development field with the major emphasis on sustainable innovations. The sources of information have the high level of diversity, since they include both classic as well as the brand-new literature. The study includes information from the articles taken from the sources such as HBR management magazine, SCOPUS and Springer database, from the annual reports of the companies on sustainable development (IKEA) from the statistical databases (Statista, WCIOM). It is also based on the data taken from the consultancy reports on sustainability and innovations (Accenture, Finexpertiza), government data (Rosstat), business media (Vedomosti, rbc.ru) and the reports of the global organization (United Nations).
Tools and instruments
In the way to achieve the stated goals through the identified objectives, I will use the managerial instruments, which will help me to propose the rational recommendations for the company.
As IKEA has already introduced the sustainability strategy, I decided to evaluate how properly that strategy is reflected in the operational processes of the company. It is important to evaluate the operations in the way to identify whether the processes match with the sustainability strategic direction. To do so, I have chosen the instrument of the Value chain analysis proposed by Michael Porter. It is viable in the way to consistently assess the initiatives within the process of value creation, analyzing each aspect of the company’s activities for the compliance with sustainable development.
In addition to the analysis of the internal processes, it is viable to develop the analysis of the external factors, which do affect or may affect the company’s performance in sustainability field. To do so the PETSEL-analysis (which was introduced by the Harvard professor F. Aguilar,) was chosen. The application of the PESTEL-analysis tool will be addressed on the furniture retail industry in Russia. Thereby, the instrument will help to reveal the most relevant factors of the external environment for IKEA Russia and consequently find out, which improvements may become the most urgent and significant one. The major value of PESTEL-analysis is that it gives an opportunity to assess the current situation within Russian market through the various perspectives, which are political, economic, social, technological, environmental, and legal.  
Afterwards, I will present the sustainability-oriented innovations framework, proposed by the Network for Business Sustainability. The framework is considerably viable, since it will help to analyze the IKEA Russia performance in sustainable development area through the prism of sustainable innovations. The beneficial point of the model is that it indicates the extent of innovations’ sustainability in terms of the context of organizational development. Moreover, it gives the detailed description of each innovation types depending on the contexts. Therefore, the sustainability-oriented innovations framework may become the universal benchmarking for assessment of IKEA Russia innovations.  So that, I believe that it will identify the precise gaps in IKEA Russia sustainable innovations. Therefore, the identified gaps may become the basis for the recommendations to implement.
Following this, I am going to utilize the instrument, called SWOT-analysis, which will summarize the findings from the external and internal analyses. SWOT-analysis will be also dedicated to the sustainable development of the company. So that it will give an opportunity to evaluate how the external and internal factors influence the achievement of the company’s strategic vision, identifying key strengths, weaknesses, opportunities, and threats. I believe, that with the SWOT-analysis development, I will be able to make a conclusion, what IKEA needs to undertake in the way to solve the existing managerial problem.
When the recommendations will be proposed, it will be essential to evaluate their benefits, which they will bring for the company and externalities. So that the recommendations will be evaluated through the metrics of the Triple Bottom Line concept, which unites the social, environmental, and economic aspects. That analysis is viable, since the innovations will be proposed for the sustainable development of the company, which requires the business to generate the economic profit along with the value in the social and environmental fields.
Furthermore, the recommendations have to be assessed on the possible risks, which they may face with in Russian market. To make the risk analysis I will use the instrument called the Risk Scenario Matrix. It is beneficial, since it helps to evaluate the risks according to two major aspects, which are the extent of the risk’s impact and the extent of risk’s likelihood. The framework will be essential for the consulting project, since it will help to ensure that the recommendations are viable and all risks of innovations are considered
. 


[bookmark: _Toc73555084]CHAPTER 1. SUSTAINABILITY IN IKEA COMPANY
1.1 [bookmark: _Toc41596217][bookmark: _Toc73555085]Company description
The brand IKEA was founded in Sweden in 1943 by Ingvar Kamprad as the company that distributes household products, such as watches and pens. However, in 1948 it changed its direction and started the development in the furniture industry. At that time, the goal of the CEO was to make the highly qualitative furniture available for many people. Based on the economy of scale concept, the company was selling furnishing products at lower prices through the catalogues, which helped to reach customers from remote areas. Because of the most available prices in the market, IKEA brand became increasingly popular in Sweden and yet in 1958 the first showroom of IKEA was opened (Koshelnik, 2015).[footnoteRef:6] IKEA stores were expanding more around the world and by the end of 2020 there are yet 445 IKEA stores operating worldwide, selling mainly the ready-to-assemble furniture, accessories for home design as well as useful household appliances. In fact, in 2013 there were just 345 stores, meaning that for 7 years IKEA increased its presence by 100 physical stores around the world (Statista, 2020).[footnoteRef:7] [6:  Koshelnik, D. (2015). Istoriya IKEA: kak Ingvar Kamprad postroil odnu iz krupneyshikh torgovykh setey v mire — istorii na vc.ru. Vc.Ru. https://vc.ru/story/12174-ikea-story ]  [7:  Statista (2020). Number of stores of the IKEA Group worldwide from 2013 to 2020. https://www.statista.com/statistics/1060053/number-of-ikea-stores-worldwide/#:~:text=Number%20of%20stores%20of%20the%20IKEA%20Group%20worldwide%20from%202013%20to%202020&text=As%20of%20the%20end%20of,of%20445%20IKEA%20stores%20worldwide. ] 

And so far, the goal of the company remains unchanged. Today it is reflected in the current global vision of IKEA that is “to create a better everyday life for the many people” providing customers with various sustainable and high-quality home furnishing. The vision of IKEA is also aimed to care about lives of co-workers and employees of their suppliers. In the long-term perspective, the goal derived from the vision of IKEA is to influence positively on the entire world, promoting sustainable living for all IKEA communities and stakeholders. Under this vision, the company implements its business idea, offering the furniture and other products at the affordable prices, giving the chance for all people to have well-designed products for their houses (IKEA, n.d.).[footnoteRef:8]  [8:  IKEA (n.d.). Vision & Business idea.  Retrieved January 5, 2021. https://www.ikea.com/gb/en/this-is-ikea/about-us/vision-and-business-idea-pub9cd02291  ] 

In fact, this business approach works successfully in the stable economic conditions, since IKEA sales were steadily growing each year and by the end of 2019, they reached €41.3 billion (IKEA, n.d.),[footnoteRef:9] while the profit amounted to €1.5 billion. More than 211 000 of co-workers were hired by IKEA at 2019 (IKEA, n.d.).[footnoteRef:10] [9:  IKEA (n.d.). IKEA facts and figures. Retrieved May 15, 2020. https://about.ikea.com/en/organisation/ikea-facts-and-figures/ikea-highlights-2019.]  [10:  IKEA (n.d.). Inter IKEA Group FY19 Year in Review. Retrieved May 15, 2020. https://about.ikea.com/en/organisation/ikea-facts-and-figures/inter-ikea-group-fy19-year-in-review] 

IKEA is expanding even in the crisis period of the pandemic, since the number of stores was increasing during 2020. However, due to the worldwide lockdowns at quarantine period the average amount of all IKEA stores’ visitors decreased from 1,000 mln. in 2019 to 825 mln. people in 2020. Nevertheless, the sales of the company dropped insignificantly since IKEA is considerably flexible to adapt under the economic challenges. During 2020 the e-commerce market was the key to sustain IKEA sales. The sales accounted for €39.6 bln., so that it was the first year with such a sales decline over the extended period of IKEA history. The share of online sales enlarged by 10% by the end of 2020, achieving 18%. During 2020 IKEA.com has been visited 4 bln. times worldwide, meaning that it is 1 bln. more, comparing to the previous 2019 year (Statista, n.d.).[footnoteRef:11] [11:  Statista (n.d.). IKEA –Statistics & Facts. Retrieved January 20, 2021. https://www.statista.com/topics/1961/ikea/] 

In addition to the sales of furnishing products, the company is operating in the other integrated in IKEA stores businesses, that are cafes and restaurants selling Swedish traditional food. Moreover, based on the popularity of IKEA cafes, the groceries stores were also developed under IKEA brand name. Due to the globalization trends, each year the company is increasing its scope under the beneficial strategy of low price along with the high quality of goods. Moreover, in the fast-changing environment, the company is constantly working on the continuous improvement of all business units. It is developing innovations in production, elaborating novel items for a brand in the way to meet customers’ needs, improving its operations toward sustainability. IKEA continues to work on the business expansion in the way to reach as many people as possible. Each year IKEA introduces the enhanced innovative products for the customers. The prototypes of the innovations are being shown to the stakeholders each year during the IKEA press-event called Democratic Design Days. The innovative products are illustrated not only in terms of the uniqueness of the usage, art and design, its functionality, but also in terms of their sustainable production and eco-friendly utilization and recycling. In fact, during 2019 the company introduced more than 2000 new products (Inter IKEA Group | Newsroom, 2019).[footnoteRef:12] [12: Inter IKEA Group | Newsroom (2019). Summarizing Democratic Design Days 2019. https://newsroom.inter.ikea.com/news/summarizing-democratic-design-days-2019/s/3170708e-59a6-4277-b308-aeea129caf01] 

1.2 [bookmark: _Toc41596218][bookmark: _Toc73555086]Sustainability as an underlying concept
In recent years, the concept of sustainable development becomes more disputed within the society. Obviously, the sustainability area is developing due to the growing awareness among people and communities in regards of the severe societal challenges and environmental issues, such as global warming, deforestation, waste disposal, biodiversity loss, etc. Despite of the fact that Sustainable Development term was mentioned in 1969 by International Union for Conservation of Nature (Acciona, n.d.)[footnoteRef:13], there is still not a universal definition, which is able to cover various sustainability dimensions, such as environmental protection, conservation of resources, habitat preservation, biodiversity, the production of recyclable and pollution-free products, sustainable operations within the value creation, living conditions enhancement among vulnerable populations, fair working conditions and etc (D’heur, 2015).[footnoteRef:14]  [13:  Acciona (n.d.). Do You Know When Sustainability First Appeared? Retrieved January 25, 2021 https://www.activesustainability.com/sustainable-development/do-you-know-when-sustainability-first-appeared/]  [14:  D’heur, M. (2015). Shared.value.chain: Profitable Growth through Sustainable Value Creation. Springer International Publishing, 2015 (p. 1-2).] 

Furthermore, the sustainability concept is still developing and expanding. However, there is a stable definition for that term covering common sense, which is used broadly among all over the world: “Sustainable Development is the development that meets the needs of the present without compromising the ability of the future generations to meet their own needs” (World Commission on Environment and Development, 1987).[footnoteRef:15] That term has been described in 1987 in the report “Our Common Future” proposed by United Nations Brundtland Commission.  The Commission has identified the terrifying effects on the environment and climate change caused by the comprehensive globalization as well as rapid population increase and economic growth. [15:  World Commission on Environment and Development (1987). Our common future: Report of the World Commission on environment and development. Retrieved 25 January, 2021.  https://sustainabledevelopment.un.org/content/documents/5987our-common-future.pdf] 

Basing on the thorough research that was made with the help of the contributions from various voluntary stakeholders, the practical solutions for the global challenges' elimination were elaborated. “Our Common Future” program has represented the long-term strategies and practical tactics for developed and developing countries that assisted in dealing with the environmental problems. It was aimed to reach the sustainability by 2000 and beyond. Owing to that program, the world had eliminated many ecological issues. However, due to the fast-growing economy, the overpopulation and consequently the important level of consumption, the number of goals and tactics for the sustainability have increased even more. So that, the United Nations Members States was regularly establishing updated agendas for improving the health and education, proclaiming equality and stimulating the economic growth, while sacrificing the planet resources (United Nations, n.d.).[footnoteRef:16] [16:  United Nations (n.d.). SDGs: Sustainable Development Knowledge Platform. Retrieved January 25, 2021. https://sustainabledevelopment.un.org/sdgs ] 

1.3 [bookmark: _Toc41596219][bookmark: _Toc73555087]IKEA Lagom community
In fact, IKEA was operating under sustainability principles starting from its foundation. At its beginning, the company was developing products for initial group of IKEA customers, who were primarily Swedes, the majority of whom are living based on the Lagom philosophy. The concept of Lagom indicates, that the “the right amount is the best”. Therefore, the business of IKEA company was rising under that philosophy, meaning that it utilized exactly right amount of all resources needed for the production, including materials, water, electricity and etc. For instance, yet in 1953 the company produced the idea of the flatpacks and self-assembly of the furniture that rationalized the space in trailers, diminishing the number of shipments, and therefore, minimizing the carbon emissions (IKEA, 2011).[footnoteRef:17] [17:  IKEA (2011). Sustainability Report 2011 (p. 5). Retrieved  January 27, 2021. https://www.ikea.com/ms/sv_SE/about_ikea/pdf/sustainability_report_fy11.pdf] 

Thus, since the beginning of 1950s IKEA brand continues to cultivate this philosophy, utilizing resources more consciously. What is more, through Lagom philosophy the company motivates all stakeholders around the world to utilize the products in such a way that will sacrifice planet resources, producing more sustainable products and providing customers and suppliers with various useful advice in regards of the question: “How to live in a more responsible way?” 
Nowadays, the company is still operating under this philosophy, actively promoting a unique program “Live Lagom” that is aimed to inspire and unite more people in the communities worldwide to care about the planet, by giving the second life for utilized goods (IKEA, n.d.).[footnoteRef:18] [18:  IKEA (n.d.). IKEA Live Lagom Community. Retrieved  April 25, 2020. https://www.ikea.com/gb/en/this-is-ikea/sustainable-everyday/ikea-live-lagom-community-pub8d845141] 

1.4 [bookmark: _Toc41596220][bookmark: _Toc73555088]History of sustainability in IKEA
The company was expanding Lagom philosophy, continuing to illustrate the active participation, performing globally in various areas. In regards of the societal efforts, IKEA founded a charitable fund, IKEA Foundation, to become the considerable part in philanthropic incentives in 1982.[footnoteRef:19] It broadly supports UNICEF and “Save Children” programs to protect children’s’ rights in Pakistan and India, as the countries of the cotton growing communities. [19: IKEA. Company Information. ). Retrieved April 19, 2020.  http://www.ikea.com/ms/ar_MA/about-the-ikea-group/company-information/index.html] 

Furthermore, IKEA updated all suppliers’ contracts, so that they function according to International Labor Organization (ILO) standards on child labor. And in 2000, the supplier code of conduct, IWAY, that includes the environmental and societal standards for all IKEA suppliers, has been introduced.
Considering the environmental incentives, during 1990-s the company has published the first Environmental Policy to decrease any possible damage on the environment, employed the forestry manager to develop more responsible practices and established a Waste Management Manual. Based on these successful innovations for sustainability and their impacts, IKEA published the first Social and Environmental Responsibility Report yet in 2004. Nevertheless, the company did not stop at this point. In 2006 it initiated the ambition to run all operations from 100% renewable energy.
In fact, yet in 2010 IKEA proposed the long-term plan called Sustainability Direction for 2015 with the environmental and societal objectives and tactics in five main dimensions, that are sustainable production, creation of low carbon society, waste disposal, efficient water utilization and social responsibility (IKEA, 2011).[footnoteRef:20] [20:  IKEA (2011). Sustainability Report 2011. Retrieved January 27, 2021. https://www.ikea.com/ms/sv_SE/about_ikea/pdf/sustainability_report_fy11.pdf] 

However, from its foundation the company was developing under unsustainable business model since the major operations were functioning under linear economy principles. IKEA did not have the conscious approach in its production. The company did not utilize any waste and did not recycle the used materials and products. Nevertheless, according to sustainability reports, nowadays it is steadily turning to more sustainable direction in the whole production process, implementing increased initiatives from the circular economy.
1.5 [bookmark: _Toc41596221][bookmark: _Toc73555089] IKEA company as a global issues' defender 
Importantly, in 2015 United Nations Brundtland Commission introduced the 2030 Agenda for Sustainable Development to illustrate essential problems, supported by the terrific facts and statistics and ways to overcome the global issues. It includes 17 essential goals for sustainability that motivate the peace and prosperity for planet and people (United Nations, n.d.).[footnoteRef:21] It mostly concerns about three key parts: nature and environment, social development, and economic growth. According to United Nations, during next 15 years the goals will promote environmental and societal responsibility and stimulate regular and universal actions in the following areas of crucial significance. [21:  United Nations (n.d.). Make the SDGs a Reality. Retrieved February 5, 2021. https://sustainabledevelopment.un.org/ ] 

It was emphasized by United Nations that the goals were approved by all Governments with the involvement of Parliaments, private sectors, international institutions, local authorities, and civil society. It was claimed that the high level of effectiveness towards goals achievement would be reached through the collaboration and partnership of that institutions, which can join their active efforts to change the world. So that, all the governments must “…call on all businesses to apply their creativity and innovation to solving sustainable development challenges.” (United Nations Global Compact and KPMG, 2017).[footnoteRef:22]  [22:  United Nations Global Compact and KPMG (2017). SDG Industry Matrix (p. 3). Retrieved April 21, 2020. https://sustainabledevelopment.un.org/content/documents/9789CRT046599%20SDG_Financial%20Services_29sep_WEB-1.pdf ] 

Following this, nowadays, there is a tendency that many companies around the world change their activities to make them coincidental with sustainable development. It means that businesses concern not only about the fact of being profitable, but also about global issues, taking care of which can enhance the quality of life for the society worldwide. Sustainable development as the strategic direction is aimed to establish persistent existence of company’s stakeholders by reacting on the current global challenges and evolving them for future steady enhancement. Each year United Nations publishes the reports, where the global significant achievement for the entire year is described.
One of the companies that actively works on the eliminating the global challenges through 17 goals by innovative approach is IKEA company. The sustainability incentives within IKEA are considered now as the integrated part of the core business and correlates with the mission of the company. In addition to this, the shared value concept is in the hurt of its strategy. It means that the business includes all direct and indirect stakeholders in the product creation processes and operational value chain (D’heur, 2015).[footnoteRef:23] According to the presentation from company representative, IKEA is constantly developing under the openness to the mutual collaboration with all stakeholders, generating the value-add from the partnership both for the company and its associate. For instance, there is a strategic partnership of IKEA and WWT aimed at the gas emissions reduction in IKEA functioning (IKEA, 2011).[footnoteRef:24] [23:  D’heur, M. (2015). Shared.value.chain: Profitable Growth through Sustainable Value Creation. Springer International Publishing, 2015 (p. 3-4).]  [24:  IKEA (2011). Sustainability Report 2011 (p. 5). Retrieved January 27, 2021. https://www.ikea.com/ms/sv_SE/about_ikea/pdf/sustainability_report_fy11.pdf] 

1.6 [bookmark: _Toc41596222][bookmark: _Toc73555090]People & Planet Positive, the IKEA sustainability strategy
Since the company was following the Lagom philosophy from its foundation, it was decided to expand that concept to innovative sustainable development program “People and Planet Positive” and integrate it in the global strategy of IKEA in 2012. According to the interview with the sustainable development manager of IKEA, at that time the program included three main directions, which are described in the Table 1:
Table 1. People and Planet Positive. 2012
	
A more sustainable life at home
	It is aimed to develop and promote the products and solutions for more sustainable life of customers, suppliers, and co-workers.

	
Resource and energy independence
	It is based on the resource's utilization within the limits of the planet (renewable energy, energy efficiency, low carbon transportation).

	
A better life for people and communities
	It covers social responsibility initiatives to contribute to a better life for people and communities impacted by IKEA business.


Source: adapted from IKEA Group (2012). Sustainability Report FY12 [footnoteRef:25] [25:  IKEA Group (2012). Sustainability Report FY12. Retrieved February 5, 2021. https://www.ikea.com/se/sv/files/pdf/d8/fd/d8fd8282/sustainability_report_2012.pdf] 

However, because IKEA company operates in an extremely sensitive industry (its major products are furniture made from the wooden materials) and the global challenges in regards of the ecological and social issues along with all stakeholders’ demands require the company to become more responsible, the global strategy of IKEA was modified. According to the statistics, IKEA company by 2013 used about 1% of the world's commercial wood supply (GIZMODO, 2013)[footnoteRef:26] and today the figure is even higher. So that, in 2018 it launched the updated sustainability strategy based on the Sustainable Development Goals and the global mission of the company that is to improve everyday life of people. The goals presented in “People and Planet Positive” strategy is aspired to be developed till 2030. The strategy also covers three areas in the sustainability, which are described in the Table 2: [26:  GIZMODO (2013). IKEA Uses a Massive One Percent of the World’s Commercial Wood Supply.”, https://gizmodo.com/ikea-uses-a-staggering-one-percent-of-the-worlds-wood-677540490 . Accessed 26 May 2020.] 

Table 2. People and Planet Positive. 2018
	
Healthy and sustainable living
	It is aimed to promote the circular and sustainable consumption that enables people to live healthier and improving their everyday livings


Table 2. People and Planet Positive. 2018
	
Circular and climate positive
	It is the ambition to transform the business according to the circularity principles and to become climate positive by recourse restoration, ecosystems protection and biodiversity improvement

	
Fair and equal
	It is based on the equality promotion, development of an inclusive business and support of the decent and meaningful work across IKEA


Source: adapted from IKEA Sustainability Strategy (2018). People & Planet Positive [footnoteRef:27] [27:  IKEA Sustainability Strategy (2018). People & Planet Positive (p. 11-19). Retrieved February 17, 2021. https://www.ikea.com/ch/it/files/pdf/6c/5b/6c5b7acd/people-and-planet-positive-ikea-sustainability-strategy.pdf] 

According to the sustainability report from 2020, the company has achieved the great sustainable development results. Nowadays, the primary strategic direction of IKEA company is to move from the idea of mass consumption to mass circulation of the products. In fact, currently the company sorts about 75% of its waste, giving the second life for the products and packages, using recycled materials in manufacturing in all countries, where it is operating. Moreover, IKEA designs, produces, and distributes the unique recyclable products for home, such as LED-lamps, dishwashers, taps with aerators, etc. These products are developed not only for life convenience, but also for saving water and energy during the consumption and utilization by IKEA customers. Furthermore, all of the cotton and 91% of the wood are used by IKEA from more sustainable sources (IKEA, 2019).[footnoteRef:28] It was mainly achieved through the collaboration with Forest Stewardship Council, so that it indicates that all furniture in IKEA stores is certified (IKEA, n.d.).[footnoteRef:29] To expand the sustainable development strategy during 2020 IKEA has released the new circular economy solutions, such as “Furniture as a Service program”, IKEA furniture second-hand market and also the service for repairing the furniture to increase its lifespan. [28:  IKEA (2019). IKEA Sustainability Report FY19. Retrieved February 19, 2021. https://preview.thenewsmarket.com/Previews/IKEA/DocumentAssets/558164.pdf]  [29:  IKEA (n.d.). There Are Many Reasons to Love Sustainable Wood. Retrieved April 19, 2020. https://www.ikea.com/gb/en/this-is-ikea/about-us/wood-a-material-with-many-qualities-pubd4deffde . Accessed 26 May 2020] 

Thus, it means, that “People & Planet Positive” strategy influences on some essential sides of the company. First of all, the introduction of the renewed strategy modified the marketing campaign of the corporation, meaning that the positioning of IKEA brand became more sustainability centric. In fact, it is aimed to change the attitude to life among its customers, so that they can examine the meaningful ecological and societal challenges more frequently, and therefore, change their consumption and buying behaviors, becoming more responsible consumers. IKEA distributes the communications on sustainability across all physical and online stores. In addition to this, to support its clients, the company has released the IKEA Better Living app with the tips for the insignificant changes for the planet resources savings, such as “I don’t need plastic bag”, the promotion of bottle for 365+ days usage, the advice for food saving, programs for taking back batteries, lamps, bed linen and other textile. During 2020, IKEA has inspired more than 6,000 employees and 92,000 customers to use this app (INGKA, n.d.).[footnoteRef:30] [30:  INGKA (n.d.). Becoming people & planet positive. Retrieved February 18, 2021. https://www.ingka.com/sustainability/ ] 

Furthermore, IKEA sustainable development program affects the operational dimensions of the company, since the operational expenditures of the corporation are decreasing because of the more conscious approach toward the idea of the utilized products recycling and renewable energy development. The internal statistic of the company illustrates that only the cardboard recycling minimizes the company’s expenditures by more than 100,000 euro per year. Furthermore, due to the fact that IKEA production is changing their priorities from the primary raw materials usage toward the recyclable ones, more than 60% of all IKEA products, primarily such as wood and cotton, are developed on renewable materials, and 10% of other goods contains recycled materials.[footnoteRef:31] Thus, the overall circular economy practices contribute not only to Sustainable Development Goals achievement, but also to the higher savings of costs, helping the company to become more efficient. [31:  Interview with sustainable development manager of IKEA Russia Mba Eyama Rosa Pascual (2020)] 

And in regards of the following consequences from the modified strategy introduction, that covers the societal improvement goals as well, IKEA has made the significant enhancement for their employees, providing and supporting decent and meaningful work. Being the inclusive company, the company promotes diversification at a workplace, reduces the inequality, providing the opportunities for young as well as the old generation to work with the ability to receive the ongoing learning and constant development. Moreover, IKEA often introduces the sustainable ideas in the collaboration with social entrepreneurs, bringing more than 20,000 job places and incomes for artisans and local farmers (IKEA, 2019).[footnoteRef:32] Nowadays, the company has the partnership with 3,240 social entrepreneurs across 186 countries. Regarding suppliers' code of conduct, even in pandemic crisis the company was developing the review of the suppliers to detect their commitment toward sustainability. In addition to this, during the pandemic situation IKEA in all local markets were supporting the hospitals and vulnerable communities (INGKA, n.d.).[footnoteRef:33] [32:  IKEA (2019). IKEA Sustainability Report FY19. Retrieved February 19, 2021. https://preview.thenewsmarket.com/Previews/IKEA/DocumentAssets/558164.pdf]  [33:  INGKA (n.d.). Gender equality at Ingka Group. Retrieved March 3, 2021. https://www.ingka.com/projects/equality-at-ikea/ ] 

At the present time, the sustainable development ambitions from “People & Planet Positive” united IKEA businesses in various countries, where the corporation is operating. IKEA practices to become sustainable are being better promoted and implemented globally in every store, office and production of the company. Therefore, according to all points described above, there is a conclusion that owing to the sustainable development direction in the strategy, IKEA has yet achieved the substantial results in elaboration of “a better everyday life for the many people” and tends to have the promising accomplishments of the established goals by 2030 year.
1.7 [bookmark: _Toc41596223][bookmark: _Toc73555091] Sustainability initiatives of IKEA in Russia
IKEA company has attempted to enter Russian market yet in the ending of 1980-s, planning the raw materials extraction and therefore, the wide expansion of the furniture production and its distribution around the territory of the USSR.  However, the company has succeeded in the opening of its first Russian branch only in the beginning of 2000 year. The pioneer IKEA store was located in Moscow. In the first working day more than 30,000 clients visited the store. The prosperous operating indicators in Moscow store influenced the enlargement of the furniture distribution nets within the country (Koshelnik, 2015).[footnoteRef:34] So that, IKEA has developed the expansion and growth strategy in other cities of Russia. As a result, nowadays there are 14 stores of IKEA within Russia, 3 of them are functioning in Moscow, 2 of them are in Saint Petersburg, and the others are located in the biggest cities, that are Rostov-on-Don, Ufa, Krasnodar, Ekaterinburg, Nizhny Novgorod, Kazan, Novosibirsk, Omsk and Samara (Investium.guru, n.d.).[footnoteRef:35] Patrick Anthony, the chairman of the board of directors, announced, that in each city of Russia, where IKEA stores are located, the company has about 10%-20% of market share (Interfax, 2019).[footnoteRef:36]  [34:  Koshelnik, D. (2015). Istoriya IKEA: kak Ingvar Kamprad postroil odnu iz krupneyshikh torgovykh setey v mire — istorii na vc.ru.” Vc.Ru. https://vc.ru/story/12174-ikea-story  ]  [35:  Investium.guru (n.d.). Istoriya brenda IKEA. Retrieved 10 March, 2021. https://investim.guru/journal/istoriya-brenda-ikea Accessed 26 May 2020.]  [36:  Interfax (2019). Glava gruppy-vladeltsa IKEA: osobennost Rossii - v dovol'no ogranichennom prostranstve dlya zhizni. https://www.interfax.ru/interview/666410 ] 

Moreover, IKEA has launched 5 production factories in Russian market that produce more than 50% of furnishing products, which are being bought in IKEA stores and e-commerce markets within the country. Furthermore, in the way to be more beneficial, the company plans to increase that figure to 65% (Retailer.ru, 2019).[footnoteRef:37] This strategy is considered by IKEA Russia as a competitive one not only in terms of efficiency because of logistics expenditures decrease, but also in terms of sustainability challenges. It indicates that the company is diminishing the amount of delivery vehicles and distances among imported country and Russia for products’ shipment, and consequently, reducing the carbon emissions. [37:  Reatailer.ru (2019). Patrick Anthony, predsedatel soveta direktorov GK Ingka v RF: “Moskva – odin iz top-30 gorodov dlya IKEA”. https://retailer.ru/patrik-jentoni-predsedatel-soveta-direktorov-gk-ingka-v-rf-moskva-odin-iz-top-30-gorodov-dlja-ikea/] 

Actually, IKEA Russia constantly implements such global sustainability goals.  As “People and Planet Positive” strategy is built on the concept of circular economy, the main forces of IKEA Russia for sustainable future are aimed toward the long use of materials. For instance, during 2019 Russian branches properly realizes the global initiative toward the used paper and packaging utilization, which are recycled into the cardboard packaging for the furniture, interior boxes, and kitchen facades. In addition to this, the Russian branches are also involved into the sustainable development projects creation. It means that IKEA Russia may not only adapt the international projects in Russian market, but also to launch the unique sustainability projects, which are developed according to the peculiarities of Russian market.
One of such projects was developed in Moscow and Saint Petersburg for various products recycling. For example, IKEA in Saint Petersburg has established “the stations” for the separate waste collection, named “Pravila Deleniya”. That project gave the citizens an opportunity to bring to “the stations” the varied materials such as paper, cardboard, glass, plastic bottles, durable plastic type “2”, “4”, “5” and even metal, that are further directed to recycling IKEA Russia partners, such as “Tochka sbora”. The project was released in the way to decrease the waste amount, to develop the conscious mind of customers and to give the second life for these products and materials. Moreover, the citizens who brought some goods to these eco-stations were receiving the stamps in their IKEA eco-passports (the stamps can be exchanged for a cotton bag, dinner in IKEA or the gift card for many stamps). The internal statistics indicated that owing to that initiative the company is collecting at least about 100 tons of used PAPPIS and ETENE boxes per month in each IKEA store. In addition to this, according to the internal statistics of the company, “the stations” are visited by approximately 5,000 people per month and in some store, that number is even higher.
Nevertheless, IKEA sorts its own waste that is generated from the internal stores' operations. The statistics is really positive: for instance, IKEA stores in Saint Petersburg by the end of 2020 sorted more than 72% of its waste, using 20 waste fractions. The sorted waste is then being sold to IKEA partners, which are recycling it and developing the new products from the recycled materials. The circular economy approach in regards of waste utilization gives IKEA an opportunity to become for the other businesses an example of a successful sustainable company. The waste sorting and recycling not only minimizes the costs, but also brings new financial inflows, since each IKEA store earns about 2 mln. rubles per year from the initiative of in-store waste recycling.[footnoteRef:38] [38:  Interview with sustainable development manager of IKEA Russia Aleksandra Nagornaya (2021)] 

Another interesting project of IKEA Russia is “Nash dom. Nichego lishnego” that was based on the development and spreading of sustainability lessons for kids at schools in the interactive form. It was created in the collaboration with ECA organization. Nowadays, the IKEA Russia statistics illustrates that approximately 78% of customers have heard about the sustainability and are ready to live according to the eco-friendly lifestyle.[footnoteRef:39] However, IKEA Russia is aimed at the increase of awareness among people, so the goal of these lessons is to distribute knowledge in regards of the current challenges in terms of sustainable living and consequently, to teach pupils how they can affect the global situation, changing their daily behavior. So that more and more Russian citizens will be aware of the sustainability issues and owing to that simple instructing lessons the nature saving will become the pleasant habit among the overwhelming population (Dobro, 2019).[footnoteRef:40]  [39:  Interview with  sustainable development manager of IKEA Russia Mba Eyama Rosa Pascual (2020)]  [40:  Dobro (2019). Ecourok «Nash dom. Nichego lishnego» provedut v rossiiskikh shkolakh». Retrieved 15 March, 2021. https://xn--90acesaqsbbbreoa5e3dp.xn--p1ai/news/5315-ekourok-nash-dom-nichego-lishnego-provedut-v-rossiiskikh-s . ] 

Moving on to the other essential initiative of IKEA Russia, it is the “Take back furniture” (“Eto budet mebel”) program that was started in Saint Petersburg in 1st November 2019. It was developed, basing on the positive figures from the internal research of the company, which claims that 96% of people at least in Saint Petersburg are ready to sort and recycle the waste and almost half of the IKEA target audience (42%) starts to sort the waste or deliver the used products for the recycling. Thus, “Take back furniture” service is developed on the principle that each person is able to bring or deliver his/her wooden furniture of any quality made by any producer, receiving 5% discount for the next purchase at IKEA store. Then, the furniture of a good quality is sent to vulnerable people through the charitable fund “Perspektivy”. And the wooden products in the poor quality are gone to the shredding factory, so that the obtained wood chips can be utilized in IKEA Russia manufacturing, producing chipboards for the new furniture or being used as a bioenergy (Agentstvo sotsial'noy informatsii 2019).[footnoteRef:41] [41:  Agentstvo sotsial'noy informatsii (2019). Polochka, zhivi: IKEA nachinayet priyem staroy mebeli na pererabotku.” https://www.asi.org.ru/news/2019/10/31/ikea-mebel-pererabotka/] 

Owing to programs “Pravila Deleniya” and “Take back furniture” the company increased the scope of the furniture produced from the sustainable sources. Moreover, due to the modified marketing campaign the sales of these kinds of goods are growing. Nowadays, the share in sales of sustainability products achieved the record point of 18.3%, meaning that the index of sustainability goods sales has risen to 124, while the overall goal for the country was 110. Thus, all ambitions and sustainability results of IKEA in Russian market are developing decently each year.[footnoteRef:42] [42:  The guest lecture from sustainability coordinator Elena Karpova] 

 In addition to this, in 2020 IKEA has launched the program called #VotEcoPiatnica, which gives the customers of IKEA an opportunity to sell the old IKEA furnishing products in a good quality to IKEA store. The company from its side is in charge of the second-hand products repair and their reselling in IKEA online store, so that the second-hand products can be purchased and reutilized by the other customers with the discounted price. The initiative is aimed toward the circular economy promotion, since it is developed to prolong the lifecycle of the products. 
Moreover, during 2020 IKEA purchased the electric vehicles for the delivery of its goods to customers, so that the company may considerably affect the reduction of CO2 emission within the cities of its presence. However, the ambition of the introduction electric vehicle is challenging to apply in Russian market, since there are few charging stations around the cities.
Considering the social programs, IKEA has also introduced the significant initiatives, which are aimed to help people in Russia to live a better life. During the pandemic 2020 year, IKEA stores in Saint Petersburg donated for hospitals and vulnerable communities the necessary bed linen, storage systems and food to support citizens and doctors in the challenging period of COVID-19. 
The other considerable social project aimed to change citizens’ lives is a launch of a new manufacturing point. The project was developed in the collaboration with the social entrepreneur Guzel Sanzhapova and “Anton Tut Ryadom” Fund. The idea behind the project is to provide the vulnerable population in a remote village of Russia, where the citizens have no work with the opportunity to earn money for living. At the beginning of 2020 IKEA in a partnership with the Fund has launched the production of a cushion covers in Sverdlovsk region, hiring the citizens of the village. They were highly trained by IKEA professionals, so that they are able to maintain the quality standards. In addition to this, another advantageous point of the social initiative is that the production is highly waste-free. The manual labor of employees helps to modify the waste of fabrics into the new cardholders, making IKEA business even more sustainable. IKEA has developed the significantly important project, giving an opportunity for the citizens of the remote region to earn money without leaving the home village (Rbc.ru, 2020).[footnoteRef:43] [43:  Rbc.ru (2020). Proizvoditel' mebeli vmeste s Fondom sistemnoy podderzhki lyudey s autizmom «Anton tut ryadom» vypustil limitirovannuyu kollektsiyu ÅTERSTÄLLA. Retrieved 17 March, 2021. https://style.rbc.ru/life/5fa531369a7947fc5c6c42c4 ] 

Summing up everything stated above, IKEA Russia is implementing many sustainability-oriented projects in Russia, according to “People and Planet Positive” strategy. However, the company is still not fully committed to the objectives stated in that international strategy. According to the interview with the company’s managers, it may be concluded that the challenges with the adjustment of the international sustainability strategy is mainly connected to the specific traits of Russian market. 
Therefore, the following chapter will illustrate the detailed review of the internal IKEA Russia operations as well as the analysis of the external factors that influence the sustainable development. In addition to this, the theoretical researches in regards of sustainable innovations will be reviewed. And finally, with the reference to the conducted analysis the proposal of the innovations for the implementation in IKEA Russia with the recommendations on the precise course of needed actions will be presented.
[bookmark: _Toc62155169][bookmark: _Toc73555092]CHAPTER 2. THEORETICAL BACKGROUND OF SUSTAINABLE INNOVATIONS AND ITS APPLICATION TO THE ANALYSIS OF IKEA
In the way to solve the managerial problem of IKEA regarding the challenges connected to the sustainable development and to propose the practical recommendations, the appropriate theoretical background has to be evaluated with the application to the analysis of IKEA Russia.  So that, firstly the root causes that pushes the company to operate under sustainability principles have to be found. Thus, the key drivers for sustainability implementation in business will be recognized. Following this, the precise factors for sustainable development of furniture industry in Russian market will be analyzed. And in addition to this, the analysis of the internal operations according to the Value Chain and Sustainability oriented innovations framework. Based on the findings, the key areas for the improvement will be chosen.
[bookmark: _Toc73555093]2.1 The core drivers for sustainable development
Currently the business faces with many new requests from the external environment, which motivates organizations to change their traditional way of doing business. The power, which boosts businesses toward the modification and introduction of innovative approaches, is formed by the global megatrends that are increasing their scope and influence on the organizations. The research called “Megatrends and Sustainable development” introduced by Prandecki et al., illustrates those megatrends that nowadays affects the sustainable development orientation within the companies and that will continue to influence it in the nearest future. The authors of the research identify megatrends as “the global forces affecting the state, the market, and the society, acting many years in advance” (Prandecki et al., 2013).[footnoteRef:44] The investigation has indicated the following megatrends as the most significant in terms of their influence on sustainability: [44:  Prandecki et al. (2013). Megatrends and Sustainable development. (PDF) Megatrends and Sustainable Development (researchgate.net)] 

Urbanization. The approximate prediction for 2050 claims that more than 2/3 of the world population will live in the urban areas (Ritchie and Roser, 2018).[footnoteRef:45] In fact, urbanization leads to changing the consumption habits, meaning that people in big cities tend to increase their level of consumption. Consequently, this trend influences on the accelerating utilization of scarce and non-renewable resources. Moreover, the living in the urban areas implies the enlargement of cities, and therefore, affects the increase of CO2 emissions, which negatively affects the climate change and health of world’s inhabitants. [45:  Ritchie H. and Roser M. (2018). Urbanization. Our World in Data. https://ourworldindata.org/urbanization#what-share-of-people-will-live-in-urban-areas-in-the-future] 

The increase of air transport. The globalization trends boosted the increase of the airplanes number both for passengers’ and for cargo transportation. During 15 years from 2004 till the pre-COVID 2020 period the plane traffic almost doubled, achieving 40,3 mln. flights per year (Statista, 2020).[footnoteRef:46] The aviation industry produces the incredible emissions (12% of all transportation emissions), which also affects significantly on the climate change (David Suzuki Foundation, n.d.).[footnoteRef:47] However, in would be better to identify the globalization itself as a megatrend that influence sustainability, since the overall effect from the globalization is much higher than just from air traffic. The globalization boosts the international business, cross-border trade and travels that cumulatively increases the worldwide transportation, which is not environmentally friendly. [46:  Statista (2020). Global air traffic – number of flights 2004-2021. https://www.statista.com/statistics/564769/airline-industry-number-of-flights/]  [47:  David Suzuki Foundation, (n.d.). Air travel and climate change. Retrieved March 15, 2021.  https://davidsuzuki.org/what-you-can-do/air-travel-climate-change/] 

The network society. The development of modern technologies gives an opportunity for networking among people all over the world. The availability of big flow of free information increases the consciousness toward the environmental and societal challenges globally among individuals and groups, since consumers may easily join in teams and communicate easily, expressing their dissatisfaction about undesirable business practices. However, I would call the technological development itself as a megatrend, since it changes not only the way how people engage each other into sustainability problems, but also the way how business modifies its strategies, products and value chains to develop under sustainability challenges.
The growing pressure on the environment. Three main aspects, which are the climate change, the inefficient use of limited and scarce resources and biodiversity loss are considered as the most essential ones in terms of environmental challenges. There is a trend that civil society increases its consciousness toward sustainability issues, which are caused by the broad expansion of the globalization and urbanization. These factors influence the growth of the higher environmental footprint such as the CO2 emissions, soil degradation, deforestation, waste generation, etc., which cause the threatening societal problems, especially for the next generations. Moreover, there is a significant growth in number of population (about 26% rise in 2020, comparing with the figure in 2000) (Worldometer, n.d.).[footnoteRef:48] It results in the growth of the waste due to the increasing consumption. So nowadays, the world population is using 50% more resources than what planet is able to regenerate. In fact, the historical data even illustrates that each 1% growth in GDP leads on average to 0.4% increase in resources utilization (Accenture, 2014).[footnoteRef:49] That fact illustrates that the raising GDP is not always considered as a main wealth of the country (Global Footprint Network, 2012).[footnoteRef:50]  [48:  Worldometer (n.d.). World Population by Year. Retrieved March 15, 2021. https://www.worldometers.info/world-population/world-population-by-year/]  [49:  Accenture (2014). Circular Advantage Innovative Business Models and Technologies to Create Value in a World without Limits to Growth. https://www.accenture.com/t20150523T053139__w__/us-en/_acnmedia/Accenture/Conversion-Assets/DotCom/Documents/Global/PDF/Strategy_6/Accenture-Circular-Advantage-Innovative-Business-Models-Technologies-Value-Growth.pdf]  [50:  Global Footprint Network (2012). With no ecological bank statement, nations spend blindly. https://www.footprintnetwork.org/content/images/article_uploads/2012_Annual_Report.pdf ] 

Another research developed by Laszlo (2008) claims that currently under the global megatrends the business is developing in changing competitive environment. These megatrends affect the companies considerably, motivating the organizations to shift their traditional business models from creation only the shareholders’ value. Nowadays, enterprises tend to establish the business models under the synergy developing the social, economic and environmental values simultaneously. According to the researcher, the trends indicated below changes the business landscape:
The considerable gap between social needs and values created by the public affairs. The following situation happens due to the fact that government and NGOs are not able to fight effectively with the sustainable challenges alone. Therefore, the business may be engaged in the value creation that will be aimed to minimization of environmental issues and enlargement of values for covering demanding social needs, considering the problems as opportunities.
Society expects the increasing responsibility from the business. Nowadays, the conscious attention of consumers toward organizations requests not only the minimization of the emissions, but also the modification of entire business models and value chains, that will be focused on the creation of only sustainable products and services.
The technological advancement and the collaborative platforms. The following trend is the similar to the “Network society trend” and claims that organizations nowadays are more dependent on the consumers and their loyalty, since any inappropriate business decision may be banned by the consumers all over the world.
Change of market mechanism. It is stated that the social and environmental initiatives add the financial value for the business, since it becomes more attractive for the “green” investors. It means that the development of more sustainable practices leads businesses to generate higher sales from the eco-friendly consumers and lower costs from circular economy implementation.
New legislation. The governments develop new laws, restrictions and penalties for the business in the way to protect the environment. By doing so, they initiate the transition to a new way of doing business that radically improves resource productivity and environmental footprint.  However, there are still not single global environmental norms, since the legislation regarding sustainability varies from country to country, meaning that in some regions the organizations are still not punished for damaging the environment (Laszlo, 2008).[footnoteRef:51] [51:  Laszlo, Ch. (2008). Sustainable Value. How the World's Leading Companies Are Doing Well by Doing Good. Retrieved from GSOM Library.] 

To sum up, the external environment and changing consumers’ demand motivate companies to transform and to move away from the developing within obsolete linear model toward the innovative sustainability business models. It is in significant importance, since the companies will tend to receive greater advantages of new opportunities from the transformation, implementing effective solutions, which are aimed at solving the substantial issues in terms of the economic, ecological and societal dimensions. It is believed that the transition toward more sustainable approach will provide the companies with the greater benefits, especially in the long-run perspective. 
[bookmark: _Toc73555094]2.2 Sustainability-based analysis of the external environment with the application to the furniture industry
	After the evaluation of the global megatrends, it is essential to analyze precisely, what impact these megatrends had on business and how it influences on sustainable development in Russian market, since the consulting project is applied for the company that is operating in Russia. To do so, PESTEL-analysis tool will be used in the way to evaluate the power of the external environment from the different perspectives. PESTEL-analysis indicates the extent of influence from the political, economic, social, technological, environmental and legal aspects on the organization or industry. As IKEA is the retailer that produces and sells majorly the home furnishing products, the evaluation of the retail furnishing industry will be developed. Furthermore, there will be an additional focus on the timber industry that is directly connected with furniture production.
Political factors:
The membership in international organizations. On the international market, Russia illustrates itself as a country with the high level of awareness about the global ecological and societal challenges. Nowadays, Russia is a part of key organizations, striving for the sustainable development, such as Global Environmental Facility, International Union for Conservation of Nature and United Nations Environment Program Ministry of Natural Resources and Environment of the Russian Federation, n.d.).[footnoteRef:52] According to review of UN, Russia successfully implements the programs aimed to the enhancement of the living conditions and education of the society and initiatives toward minimization of negative ecological footprint (SDGs Knowledge Platform, 2020).[footnoteRef:53] Consequently, the ambitious plans of Russia illustrated in the international market should affect the sustainable development of the internal business, because Russia takes over the expertise and technologies for the implementation of best practices according to SDGs in its market. So that, policies developed based on international experience may foster companies, especially in the ecologically sensitive industries (such as timber industry), to change their strategies and value chains. However, in reality there are many barriers in Russian market for the full business compliance with the established directions toward sustainability. [52:  Ministry of Natural Resources and Environment of the Russian Federation (n.d.). International organizations with the participation of the Ministry of Natural Resources of Russia.  Retrieved March 23, 2021. http://www.mnr.gov.ru/activity/international_organizations/#]  [53:  SDGs Knowledge Platform (2020). Voluntary National Review 2020. https://sustainabledevelopment.un.org/memberstates/russia#reports] 

The high level of corruption. The corruption perception index in Russia is equal to 30 that is significantly high, since Russia is placed in the 129th place on the ranking of corruption (out of 180 countries) (Transparency International, n.d.).[footnoteRef:54] Undoubtedly, that fact influences the real implementation of sustainability standards within the country. The corruption leads to the unfair trade in the market, since the competitive advantage may be received with bribery. It means, that many companies of timber and furnishing industry may be tempted to overcome the established policies and laws regarding the extraction of sustainable wood by paying bribes. Moreover, the corruption influences the decrease of the attractiveness of the Russian market for international companies, especially for those that have already invented the universal ethical policies against bribery. [54:  Transparency International (n.d.). Russia. Country data. Retrieved March 25, 2021. https://www.transparency.org/en/countries/russia] 

Russian environmental safety strategy. The decree of the President of the Russian Federation "On the strategy of environmental safety of the Russian Federation for the period up to 2025" was signed in April 2017. The main reason for this strategic orientation was the unsatisfactory ecological situation in the country. The decree states that even though there were some actions toward environmental protection, by 2017 there were still many environmental threats. So that 2017 was proclaimed as a Year of Ecology. During 2017 governmental authorities was establishing the key goals, tactics and mechanisms, modifying governmental policies in the field of ensuring national security of ecology. One of the prioritized areas in the strategy were the control over emissions and waste of the production facilities as well as the control over the rational usage of scarce natural resources, including the preservation of the ecological potential of forests (Siberian Federal University, 2017).[footnoteRef:55] Looking at the figure below developed by Rosstat (2020),[footnoteRef:56] which illustrates the activities toward forests protection, it can be claimed that even though there are growing reforestation and afforestation dynamic each year, these initiatives are still negligible comparing to the amount of burned forests plantations. So that, it is questionable whether the environmental safety strategy is being implemented in an effective way. [55:  Siberian Federal University (2017). Decree of the President of the Russian Federation "On the strategy of environmental safety of the Russian Federation for the period up to 2025".  http://about.sfu-kras.ru/node/9836]  [56:  Federal State Statistics Service (2020). Russian Statistical Yearbook (p. 417-419). https://rosstat.gov.ru/storage/mediabank/KrPEshqr/year_2020.pdf] 

Fig. 1. Activities of afforestation
[image: ]
Source: Federal State Statistics Service (2020). Russian Statistical Yearbook.
Economic factors:
	The economic decline during pandemic crisis. According to the data of Rosstat, Russian economy has contracted by 3,1% during pandemic crisis of 2020. The statistics illustrates that it is the highest recession during last 11 years (Rbc.ru, 2021).[footnoteRef:57] The pandemic also affected significantly on the retail industry, since the malls were prohibited to operate. In addition to this, the store traffic diminished considerably (e.g., in IKEA Russia it was 30% decline). However, it boosted the significant growth of the e-commerce from 12% to 20%, so that it can be claimed that the furnishing retail did not face with the great drop of the demand. In addition to this, the lockdowns and remote work boosted the sales of the goods for home-office (Finmarket, 2020).[footnoteRef:58] [57:  Rbc.ru (2020). Bloomberg otsenil uspekhi rossiyskoy ekonomiki na fone pandemii. https://www.rbc.ru/economics/03/02/2021/601a045f9a79475e3e4b565e]  [58:  Finmarket (2020). Poseshchayemost' rossiyskikh magazinov IKEA za god upala na 30%. http://www.finmarket.ru/news/5328845] 

	The growth of unemployment rate. The economic recession of 2020 due to the coronavirus pandemic affects considerably the unemployment rate. At the end of 2020 the president of Russia stated that the unemployment rate in Russia has increased from 4.7% in 2019 to 6.3% in 2020. In addition to this, the research developed by Sberbank shows that 2020 affects the sharp decrease of salaries (on average by 4% during period from March to May) (Rbc.ru, 2020).[footnoteRef:59] At the beginning of 2021 the president of Russia claimed that the most important goal for the Russian authorities during this year is to reduce the unemployment rate and to ensure the stable income for citizens (Vedomosti, 2021).[footnoteRef:60] Because of the high unemployment and salaries’ reduction the real disposable income of Russian citizens decreased by 3.5% in comparison with the previous year. Therefore, it influenced on their paying capacity and the fall of the retail-industry. However, Ministry of Economics expects the growth of citizens’ disposable income by 3% during 2021 (Kommersant, 2021).[footnoteRef:61] [59:  Rbc.ru (2020). Sberbank zafiksiroval padeniye zarplat u poloviny rabotayushchikh rossiyanhttps://www.rbc.ru/economics/10/07/2020/5f085bc89a794796d50c3017]  [60:  	Vedomosti (2021). Mintrud soobshchil o 2,7 mln bezrabotnykh v Rossii. https://www.vedomosti.ru/society/news/2021/01/15/854258-mintrud-soobschil-o-27-mln-bezrabotnih-v-rossii]  [61:  Kommersant (2021). Rosstat otsenil padeniye real'nykh dokhodov rossiyan v 2020 godu v 3,5% https://www.kommersant.ru/doc/4663962] 

	The sharp devaluation of ruble. During the beginning of 2020 there was the significant changes in the ruble-dollar exchange rate connected to the fall in the oil prices. In fact, in December of 2019 the ruble-dollar exchange rate was 61.99, while in March it achieved the peak of 79.23, then there was the considerable drop in May and by September, it has grown by 79.35 rubles per dollar. Nowadays, it is more less stabilizing and is around 73.5. The Figure below illustrates the history of the ruble-dollar exchange rate. So according to the graph, it can be stated that exchange rate in Russia is considerably unpredictable.[footnoteRef:62] [62:  Statista (n.d.). U.S. Dollar (USD) to Russian ruble (RUB) exchange rate. Retrieved March 25, 2021. https://www.statista.com/statistics/376232/usd-rub-exchange-rate-monthly/] 

Fig. 2. U.S. Dollar (USD) to Russian ruble (RUB) exchange rate[footnoteRef:63] [63:  Statista (2020). U.S. Dollar (USD) to Russian ruble (RUB) exchange rate. https://wciom.ru/analytical-reviews/analiticheskii-obzor/ehkologicheskaja-povestka-za-desjat-mesjacev-do-vyborov-v-gosdumu] 

[image: ]
Source: Statista (n.d.). U.S. Dollar (USD) to Russian ruble (RUB) exchange rate.
As home-furnishing industry is related to the imported goods, since not all spare parts and products are produced within Russian market, the industry is highly dependent on the Russian-dollar exchange rate. The change in the exchange rate directly influences the profit margins of the companies and the increase of the prices. 
Social factors:
The tendency of the increasing consciousness toward ecological challenges. The research organization WCIOM, based on the social investigations of 2020 revealed that 30% of Russian citizens claim that during last 2-3 years the ecological situation in the regions of their residence is getting worse, while just 18% of respondents claimed that situation is getting better. According to the research, 48% of citizens claimed that the caring for the environment is one of the main tasks for government. The statistics illustrates that the most severe ecological problems according to the opinion of the society are the water pollution with the waste, air pollution by the vehicles’ emissions, unauthorized landfills and illegal forests logging. Thus, companies have to broadly implement and illustrate their sustainable development initiatives for the consumers. As illegal forests logging is considered as a severe ecological challenge, it may affect negatively the furnishing industry, so that the business has to review all their suppliers and assure the customers about the sustainability of utilizing materials (WCIOM, 2020).[footnoteRef:64] [64:  WCIOM (2020). Analiticheskiy obzor. https://wciom.ru/analytical-reviews/analiticheskii-obzor/ehkologicheskaja-povestka-za-desjat-mesjacev-do-vyborov-v-gosdumu] 

The lack of knowledge regarding ecological initiatives. The major knowledge regarding the unfavorable ecological situation citizens is received from the news in social networks (younger generation) and from the regional TV (older generation). However, Russian citizens majorly know about the environmental challenges only at the level of the latest severe news. It means that on average citizens have poor knowledge about the news regarding the proactive initiatives of the NGOs, such as environmental protection organizations, eco-activists and sustainability of the business. Only 7% of respondents claimed that they are aware of the NGOs performance. In addition to this, there are poor amount of the social programs, which educate people how to live in a more sustainable way. The research revealed that people participate in the environmental safety majorly only by cleaning up the territories near their houses, sorting waste and planting trees and flowers in the territories of their yards. However, there are many other more considerable ways how to make the personal impact for sustainable development. So that, it can be stated that society is poorly aware about the other sustainable initiatives. Thus, the poor education level in terms of sustainability may be an opportunity for the business to expand the knowledge of society about sustainable living.
The changing perception of the housing conditions. Due to the lockdowns connected to the pandemic situation, citizens were forced to spend very much time at home. As a matter of fact, the social study developed by analytical center NAFI indicated that 1/3 o Russian citizens evaluates their accommodation as an uncomfortable one and wants to enhance the living conditions at home. However, during the pandemic people are not ready to spend much money on the bettering the living conditions due to the unpredictability of the crisis. So that there is a prediction of the increasing demand on furnishing and interior products after the pandemic and stabilization of the economic conditions (WCIOM, 2020).[footnoteRef:65] Therefore, the following societal change can lead to the increase of sales of furnishing companies. [65:  WCIOM (2020). Analiticheskiy obzor. https://wciom.ru/analytical-reviews/analiticheskii-obzor/ehkologicheskaja-povestka-za-desjat-mesjacev-do-vyborov-v-gosdumu] 

Technological factors:
The introduction of technologies aimed at sustainable living. There is a tendency of the innovative technologies' appearance, which are aimed to diminish the negative ecological footprint of the businesses and society. The technologies are developing to help manufacturers with introduction of the effective dust and gas cleaning systems (aimed at minimization of the emissions) and reconstruction and modernization of the existing equipment (in the way to utilize fewer scarce resources). Moreover, the modern analytical tools support companies to reconsider their value chains and logistics in the way to use the materials more rationally and diminish the amount of emissions. In addition to this, the technologies, focused on the development of renewable clean energy, appears. The other effect of the technological development is that it fosters the circular economy, since researchers introduces innovative tools for the recycling materials. Overall, the furnishing industry is positively affected by this trend, since companies are able to adapt those technologies, becoming more sustainability focused.
The shift toward the remote work thanks to the availability of technologies. The pandemic changes the composition of the labor market, since the traditional offices closed and therefore, companies proclaimed the distant work. Homes became the area where people spent their whole days, so the home utilities started to play the crucial role for the households. Due to the trend of distant work and education, people tend to purchase more furnishing facilities to make home areas convenient for work, which is positively affects the furnishing industry.  However, there is a negative aspect as well, since the remote work boosted the employees’ unwillingness to go back to work in offices, so that many companies proclaim the hybrid (online and offline) types of working. In future, it may lead to the fact that more companies will decide to work only remotely, so that it can affect the closure of offices and, therefore, influence on the decrease of the demand for office furniture.
The increasing popularity of e-commerce. The pandemic leads to significant changes in the retail industry. The statistics illustrates that overall online shopping has increased by 45% in Russia, and Russian citizens made about 800 mln. orders during 2020, which is 65% higher than in the previous year (New retail.ru, 2020).[footnoteRef:66] The growth of e-commerce is the great opportunity for furnishing companies to develop online sales in a better way. Companies may enhance the customers’ experience of online shopping, proposing new online services, based on the latest disruptive technologies. Therefore, in future there may be the tendency of the decreasing number of physical stores. The online shopping may be also considered as an environmentally friendly aspect, since the proper logistics of companies’ deliveries harm the ecology with emissions to the lesser extent comparing to the households’ car travels for shopping in malls. [66:  New retail.ru (2020). 7 trends in the e-Commerce market in the next few years. https://new-retail.ru/business/e_commerce/7_trendov_rynka_e_commerce_v_blizhayshie_neskolko_let2458/#:~:text=%D0%A0%D0%BE%D1%81%D1%81%D0%B8%D0%B9%D1%81%D0%BA%D0%B8%D0%B9%20%D1%80%D1%8B%D0%BD%D0%BE%D0%BA%20e%2Dcommerce%20%D0%B2,%D0%B3%D0%BE%D0%B4%D0%BE%D0%BC%20%D1%80%D0%B0%D0%BD%D0%B5%D0%B5%2C%20%D0%BF%D0%BE%D0%B4%D1%81%D1%87%D0%B8%D1%82%D0%B0%D0%BB%D0%B0%20Data%20Insight.] 

Environmental factors:
High level of waste production. Nowadays, despite of the fact that in 2017 Russian environmental safety strategy was issued, there is still poor management of the waste generated by both households and businesses. Moreover, in 2019 the enterprises have generated above 7.8 billion tons of the industrial waste. The amount is growing each year, and to illustrate the speedy growth of waste production, in 2002 the indicated figure was just 2 billion tons (Finexpertiza, 2020).[footnoteRef:67] Considering the waste generated by households, there is no tradition for the waste separation and recycling in Russia. The major waste is moved to the increasing landfills, which cause the considerable environmental challenges and therefore, influence on the health and well-being of society. Statistics illustrates that more than 90% of waste in the country is brought in the landfills. To prevent the ecological catastrophe, in 2018 government has introduced the National Project “Ecology” which is aimed to protect the environment. Solid waste management system for household and industrial waste was included in the agenda of the Project (Netherlands Embassy in the Russian Federation, 2020).[footnoteRef:68] However, in 2021 there is still poor infrastructure developed by government for waste separation and recycling. Thus, the businesses can take the lead to struggle with waste challenges of households. [67:  Finexpertiza (2020). 7,75 mlrd tonn: v Rossii ustanovlen absolyutnyy rekord po obrazovaniyu proizvodstvennykh otkhodov. https://finexpertiza.ru/press-service/researches/2020/rekord-proizvodstv-otkhod/]  [68:  Netherlands Embassy in the Russian Federation (2020). Waste management in Russia. https://www.rvo.nl/sites/default/files/2020/08/Russian-Waste-Management.pdf] 

Increasing air and water pollution. The air and water pollution influences considerably on climate change, biodiversity loss and makes the negative impact on the societal health. Even though there are many technologies, which are aimed to the minimization of emissions of the production, air pollution is still increasing. The number of cases of high and extreme air pollution is growing. The research of consulting company Finexpertiza (2020) stated that in the first quarter of 2020 the number of cases of high air pollution achieved the record during last 5 year (44 cases). Considering the water pollution, it is also a big issue. Nevertheless, starting from 2015 the number of high and extreme water pollution cases were decreasing, achieving 2,713, in 2019 it has grown again and achieved 3,132 (Finexpertiza, 2020).[footnoteRef:69] 2020 illustrated the drop of high-water pollution, however, there were still extreme cases such as water pollution in Kamchatka and Norilsk. The high level of pollution influences the climate change. In fact, in Russia it is getting warmer 2.5 times faster than average in the world (Vedomosti, 2020).[footnoteRef:70] Thus, the unfavorable ecological situation influences all industries to pay more attention toward environment. [69:  Finexpertiza (2020). Rost v poltora raza: v RF pobit rekord po kolichestvu sluchayev vysokogo zagryazneniya vozdukha. https://finexpertiza.ru/press-service/researches/2020/vysok-zagryaznenie-vozdukha/]  [70:  Vedomosti (2020). Kak vlasti reshayut problemu potepleniya v Rossii. https://www.vedomosti.ru/opinion/articles/2020/01/12/820402-vlasti-reshayut-problemu] 

Deforestation and forests fires. As it was illustrated in the Rosstat statistics (in the Figure above), Russia considerably suffers from the deforestation due to the huge amount of burnt forests lands. During 2020 there were more than 6,000 forest fires that covered and damaged more than 990,000 hectares of the forest (Made for minds, n.d.).[footnoteRef:71] Only for 5 months of 2020 the forest area decreased by 26% due to the fires. However, there is still an existing law that permits not to extinguish the fires in the hard-to-reach areas (called “control zones”), since it can be not economically efficient for regions. Fortunately, the law is under the consideration of Ministry of Nature that wants to diminish the “control zones” areas from 50% of forest fund to 5% (Rbc.ru, 2020).[footnoteRef:72] Another problem connected to the timber industry is an illegal logging, however statistics illustrates that the number of illegal logging diminished by 8% in 2020 (Ministry of Natural Resources and Environment of the Russian Federation, 2021).[footnoteRef:73] Nevertheless, the problem connected to the deforestation is still essential, since afforestation makes still insignificant effect comparing to high-level of deforestation. So that it may affect the furnishing industry, since the scarcity of the resources may influence on the resources price, increasing the prices of final products. [71:  Made for minds (n.d.). V Rossii goryat boleye 990 tysyach gektarov lesa. Retrieved March 25, 2021. https://clck.ru/Tb9Rg]  [72:  Rbc.ru (2020). SMI uznali o plane Minprirody sokratit' zony kontrolya lesnykh pozharov. https://www.rbc.ru/rbcfreenews/5ef191d49a7947037326665e]  [73:  Ministry of Natural Resources and Environment of the Russian Federation (2021). V 47 regionakh Rossii v 2020 godu snizilis' ob"yemy nezakonnoy rubki. https://www.mnr.gov.ru/press/75-let-pobedy/v_47_regionakh_rossii_v_2020_godu_snizilis_obemy_nezakonnoy_rubki/?special_version=Y] 

	Legal factors
The protection of human rights. As sustainable development proclaims the societal equality, it is essentially to mention that there is a law in Russian legislation that obliges companies to develop the business, providing employees with the safe and fair working conditions. All standards that are needed to follow by employees are stated in the Labor Code of Russian Federation. The Code is developed in the way to protect employees from the discrimination regarding labor rights and freedoms. It describes the detailed working conditions that employer is obliged to provide to employees. Moreover, the attention is also given to the dangerous labor conditions, which influence the health of employees. As furnishing companies are developing with the professional efforts of their employees, companies have to comply with the standards indicated in the Labor Code, treating all employees equally (Consultant Plus, n.d.).[footnoteRef:74] [74:  Consultant Plus (n.d.). Labor Code of Russian Federation. Retrieved March 30, 2021. http://www.consultant.ru/document/cons_doc_LAW_34683/] 

Legislation aimed to protect the forests. As furnishing industry is directly connected to the wood extraction, Russian legislation toward the forestry is considered. Forests cover about 45% of the territory of the country and Russia is the first in the ranking of possessing the biggest amount of timber resources (1/5 of world’s timber reserves are located in Russia). Therefore, timber industry is under the strict governmental supervision (Priroda Rossii, n.d.).[footnoteRef:75] The Forest Code is the key forestry low. It was introduced to protect the natural resources from illegal logging, to set up the rules for the wood extraction, to develop initiatives for afforestation and conservation and to preserve forests from the regular fires (Forest Legality Initiative, n.d.).[footnoteRef:76] Nevertheless, there is a negative point in the Code, which lets regions not to extinguish fires in the “control zones” due to the inaccessibility of these forests and consequently high municipal expenditures for their extinguishing. However, in reality forests are highly important for the climate change prevention. In addition to this, the research developed by consulting company BCG claims that cumulative forests value in Russia exceeds the value of oil by 28% (BCG, 2020).[footnoteRef:77]  So that, furnishing companies must not only comply with the rules identified in the Forest Code, but also be more proactive toward the afforestation maintenance. [75:  Priroda Rossii (n.d.). Les. Retrieved March 25, 2021. http://www.priroda.ru/regions/forest/]  [76:  Forest Legality Initiative (n.d.). Russian Federation. Laws & Regulations. Retrieved March 25, 2021. https://forestlegality.org/risk-tool/country/russian-federation#:~:text=protection%20and%20afforestation.-,The%20Russian%20Forest%20Code%20(2006)%20is%20the%20main%20forestry%20law,to%20increase%20the%20processing%20capacity]  [77:  BCG (2020). Oshelomlyayushchaya tsennost' lesov i kak ikh sberech'. https://web-assets.bcg.com/57/56/c5188c9a49259ede020e51c54e9d/pr-russia-forest.pdf] 

Poor stimulation of “green initiatives”. The international research developed by Vivid Economics (2021) has analyzed the decrees about the governmental support toward the stimulation of industries, which were harmed by the pandemic crisis. It was revealed that about $11.8 trillions were allocated as an anti-crisis support worldwide. The interesting fact is that in Russia all subsidies were introduced to support only those industries, which negatively affect the environment in comparison with other countries that stimulated the businesses based on “green” initiatives. The figure below illustrates how anti-crisis subsidies were allocated among industries with positive and negative contribution to environment in various countries.


Fig. 3. Greenness of Stimulus Index.[footnoteRef:78] [78:  Vivid Economics (2021). Greenness of Stimulus Index. https://www.vivideconomics.com/wp-content/uploads/2021/01/201214-GSI-report_December-release.pdf] 

[image: ]
Source: Vivid Economics (2021). Greenness of Stimulus Index 
As it can be seen from the graph, Russia is a leading country that stimulates the development of non-eco-friendly industries. During 2020, Russia has subsidized the aviation and vehicles’ industries with the considerable amount of money, while the business with green initiatives were not stimulated and supported by the government (Kommersant, 2020).[footnoteRef:79] Actually, that situation may cause the negative perception of the business toward the development of sustainability programs, since the implementation of sustainability practices can be evaluated irrationally by the enterprises due to the lack of the encouragement and support from the governmental authorities.  [79:  Kommersant (2020). Subsidii pokrasili zelenym. https://www.kommersant.ru/doc/4442892] 

The Table below represents the summary of PESTEL-analysis that provides the illustration of macroeconomic factors that influence on the furnishing retail industry in Russia.
Table 3. PESTEL-analysis with the focus on furnishing retail industry
	Political factors
· The membership in international organizations
· High level of corruption
· Russian environmental safety strategy
	Economic factors
· The economic decline during pandemic crisis
· The growth of unemployment rate
· The sharp devaluation of ruble

	Social factors
· The tendency of increasing consciousness toward sustainable consumption
· The lack of knowledge regarding ecological initiatives
· The changing perception of housing conditions
	Technological factors
· The introduction of technologies aimed at sustainable living
· The shift toward the remote work thanks to the availability of technologies
· The increasing popularity of e-commerce


Table 3. PESTEL-analysis with the focus on furnishing retail industry
	Environmental factors
· High level of waste production
· The increasing air and water pollution
· Deforestation and forest fires

	Legal factors
· The protection of human rights
· Legislation aimed to protect the forests
· Poor stimulation of “green initiatives


	Summing up the detailed evaluation of these macroeconomic factors, it can be identified that the industry was considerably affected by the coronavirus pandemic, which influences the economic activities and the social habits of the households. It also stimulated the devaluation of ruble, the increase of an unemployment rate and the reduction of societal disposable income. However, due to the lockdowns the enhancement of comfortable conditions at home became the priority for citizens. The pandemic changed the working conditions, and perception of the business about the necessity of offices. Nevertheless, despite the economic recession and the introduction of Russian environmental safety strategy, the government does not effectively stimulate the “green” initiatives. 
Considering environmental factors, Russia has the high level of waste production, air and water pollution and deforestation that influence the climate change. However, there is still poor infrastructure and educational programs aimed to motivate households to minimize their negative environmental footprint, even though the consciousness of the society is increasing toward the sustainability issues. Nevertheless, Russia develops the legal basis for the enhancement of sustainability, based on the international practices; the barrier such as the high corruption level complicates and slows down the implementation of environmental legal norms. So that, to deal with sustainability challenges and changing societal demands, the business needs to introduce and expand the sustainable innovations.
[bookmark: _Toc73555095][bookmark: _Toc62155170]2.3 The analysis of the sustainable practices of IKEA through the prism of Value Chain
The evaluation of the core drivers for sustainability and the analysis of the external factors, influencing IKEA Russia, have justified the need for companies to implement the broad range of sustainable practices in the way to meet the growing challenges. So that, it is necessary to evaluate the current sustainable initiatives of IKEA Russia through the prism of the theoretical frameworks in the way to find the precise drawbacks in a company, that does not comply with the megatrends and external environment. There are many frameworks that analyzes the sustainability of the business, such as:
· Sustainable Value Framework proposed by S. Hart and M. Milstein, which evaluates the sustainable strategies of the company in terms of their orientations (external or internal) and in terms of their ambitions (prevention of todays or future issues). However, it focuses just on the strategic orientation of the business and does not provide the deep evaluation of the internal processes.
· Sustainable business model archetypes developed by N.M.P. Bocken et al. that analyzes the sustainable business models in terms of technological, social and organizational perspectives. Even though the framework is quite extended, and evaluates the business model from various perspectives, it still does not provide the clear understanding, at which stages the business introduces the sustainable solutions.
· Value chain analysis for sustainability (adapted from the Value Chain analysis developed by M. Porter) that evaluates how the internal processes of the company correlates with the sustainable principles. The model gives the detailed deep comprehension, how each operational division introduces the sustainable practices and indicates what else is needed to implement.
So that, the following internal analysis of IKEA Russia will be based on the evaluation of the company in terms of the value chain, presented below. The value chain will be evaluated in the extended perspective, since it will also include the evaluation of the post-purchase utilization of the product by the customers. It is essential, since nowadays companies are responsible not only for the production and sales of the products, but also for its usage, reusability and recyclability. The figure below illustrates the Value Chain of IKEA Russia.
Fig. 4. IKEA Russia Value Chain
[image: ]Source: adapted from Porter (1985)
The primary activities of value chain of the IKEA Russia business include the design, materials and sourcing, production itself, logistics, IKEA retail, distribution to consumers, usage of products and also the post-usage of products. The process begins with the product design, when the models for the products are created. Following this, the company is working on the choice of needed materials to use in the production, finding the trustworthy suppliers to receive the materials. The next goes the production itself on the factories of IKEA. Afterwards there is a logistics part that helps IKEA to proceed the delivery of products from the production to IKEA retail (or distribution centers), which is followed by the distribution to the customer (with the delivery service). As the companies become more responsible toward consumption and post-consumption period, I have included usage of products and the post-usage of products in the value chain. The post-usage illustrates how the consumer is able to recycle the utilized product.
Design. The company introduces its sustainability initiatives starting from the products’ design. Nowadays more than 4220 products are designed from the recyclable and renewable materials. And by 2030 IKEA plans to make all the products range among all over the world from renewable or recycled materials. In addition to this, it is developing the products, which can be used in a sustainable manner (such as led lamps that economize the electricity usage). The company unites the high quality, democratic design, the comfortable forms and low price in the design of all IKEA products. IKEA Russia has got rid of all single-use plastic products, proposing more eco-friendly alternatives (IKEA, 2020) (IKEA, 2020).[footnoteRef:80] [80:  IKEA (2020). Otchet po ustoychivomu razvitiyu IKEA v Rossii. https://www.ikea.com/ru/ru/campaigns/otchet-po-ustoichivomu-razvitiyu-ikea-v-rossii-puba7b1b990] 

Materials and sourcing. IKEA Russia rents the forestry, which provides the company 20% of raw materials for the production in Russia. The company cares about the future of forests, so that it plants seedlings (about 20 mln. in 2019). The other 80% of the resources are purchased from the local suppliers. IKEA Russia carefully manages the forest resources extraction. The company employs the forest resources managers that verify the compliance of all IKEA suppliers with the standards indicated in the universal IKEA IWAY Code of Conduct. The great emphasis is given to the checks of the wood extraction legitimacy (LesPromInform, 2017).[footnoteRef:81] In addition to this, the majority of materials used in production are certified (FSC certification for wood materials, BCI certification for cotton materials, ASC for salmon, MSC for shrimps and UTZ for coffee and chocolate production).[footnoteRef:82] Nevertheless, IKEA still uses leather, wool and feathers for its products. Even though IKEA introduces the Animal Welfare program, it still generates the issues, since animal agriculture considerably influences the deforestation and therefore increases the pollution (Change.org, n.d.).[footnoteRef:83] [81:  LesPromInform (2017). Yevgeniy Zabubenin: «Byt' postavshchikom IKEA neprosto...». https://lesprominform.ru/jarticles.html?id=4683]  [82:  The interview with sustainable development manager Aleksandra Nagornaya (2021).]  [83:  Change.org, n.d. Demand IKEA Remove ALL Animal Products From its Shelves. Retrieved March 30, 2021. https://www.change.org/p/roman-thompson-demand-ikea-remove-all-animal-products-from-its-shelves] 

Production. There are 4 factories located in Russia, which manufactures the products for IKEA stores. Their production includes the stages from wood processing to the furniture production. The company broadly implements the circularity principles within the factories, since all remaining chips from the manufacturing are used as a resource for the furniture or as a bioenergy. Nevertheless, there is an area for the improvement, since the energy, used in all production facilities is not renewable (only the factory in Novgorod is working on totally renewable energy). In addition to 4 factories producing the wooden products, the company has introduced the production of the bed linen with the collaboration of the social enterprise Anton tut Ryadom (IKEA, 2020).[footnoteRef:84] Nevertheless, the majority of the non-wooden materials are still imported from the foreign markets. [84:  IKEA (2020). Otchet po ustoychivomu razvitiyu IKEA v Rossii. https://www.ikea.com/ru/ru/campaigns/otchet-po-ustoichivomu-razvitiyu-ikea-v-rossii-puba7b1b990] 

Purchasing and Logistics. IKEA proposes the wide range of products, which are produced in 54 countries. It means that the long distances between the distribution centers among the countries produces the considerable number of emissions that negatively affects the ecological situation. As it was mentioned above, the globalization trend as well as the increasing amount of transportation damage the ecology in a significant manner. In addition to the unsustainability of the imported goods, internally in Russia the logistics also affects the environment. IKEA company has the distribution center in Moscow region that became the intermediary between the Russian production and IKEA stores and international production and Russian stores. However, it would be more efficient if the company was able to send the products to the stores and even to homes of the customers straight from the storages nearby factories, avoiding unnecessary path routes to distribution center. So that, it would give an opportunity for IKEA Russia to minimize the environmental footprint of CO2 emissions.
IKEA Marketing & Sales. IKEA stores are designed in such a way that inspire the purchases of the sustainability-based products. For instance, there are banners nearby some products that highlight the sustainability and recyclability of the materials. In addition to his, IKEA Russia introduces the banners which emphasizes, how IKEA products are minimizing the resources needed for the product use. Moreover, it motivates customers to purchase the separate containers, which make the waste separation process available for all households. In addition to this, it promotes the water bottles to minimize the plastic usage and food containers to eliminate the food throwing. 
IKEA Russia introduces the energy efficient lighting in their stores and also implements the practices that minimizes the water usage in the stores and in IKEA Restaurants. IKEA company successfully introduces the renewable energy in its stores, establishing the solar panels and solar collectors. However, there is still no totally renewable energy, which is able to provide all stores around Russia with fully sustainable energy. Even though the company established the solar panels in some of the stores, the major electricity is still non-renewable (IKEA, 2020). According to the internal company’s review, nowadays Russia is considered as the most challenging market for the switching to renewable energy. Considering the waste recycling IKEA stores nowadays recycle 72% of waste. It sorts more than 20 types of the waste (IKEA, 2020).[footnoteRef:85] However, there are challenges with other types of waste recycling, since the company faces issues, such as the legislation in regards of the confirmation of waste type, the waste gathering, keeping and its transference, the choice of the contractor for recycling. [85:  IKEA (2020). IKEA Sustainability Report FY20 (p. 36). https://preview.thenewsmarket.com/Previews/IKEA/DocumentAssets/578053_v2.pdf ] 

Distribution to consumers. IKEA Russia has an ambition to distribute all products by the electric vehicles in the way to minimize the emission and also to decrease the costs of the fuel usage. During 2020, IKEA introduced 3 electric vehicles for the delivery, decreasing the amount of CO2 emissions by 5 tones. In 2021 Saint Petersburg has also released the project with electric vehicles for delivery. However, in Russian market it is significantly hard to achieve its ambition on a large scale, since there are few charging stations for vehicles among the cities of IKEA’s presence.
Usage of products. Within the circular economy direction IKEA Russia has introduced the innovative products, that minimize the energy utilization of the household. For instance, there are many energies and water efficient appliances, such as LED lamps, rechargeable batteries and lights, dishwashers, kitchen and bathroom taps, etc. In addition to this, through the Better Living App the company tells the consumers about the sustainability habits, inspires the customers to purchase the spare parts for the broken furniture or to use the IKEA repairing service (YouDo), rather than purchase the new one. One of the aims of IKEA Russia is to increase the sales of the sustainable goods even more, nowadays it accounts for 39.8%.
Post-usage of products. IKEA introduced the service of the furniture buyout that gives an opportunity for customers to sell the utilized products of IKEA back to the store, so that IKEA will be able to resell the second-hand furniture at the discounted price. In addition to this, customers are able to sell their products directly to each other in the collaborative platform introduced by IKEA. The company accepts the utilized products, such as old furniture, bed linen, lamps to recycle it into the raw materials. The products with the goods quality are sent to the charitable fund Vtoroe Dyhanie. However, IKEA Russia still is not able to give the “second life” for all types of products that it sells.
Moving on to the supporting activities within the Value chain, it includes the Firm Infrastructure, Human Resource management, Technology Development and Procurement.
Firm Infrastructure. As “People & Planet Positive” IKEA strategy is based on the sustainable development, each year the company releases the sustainability report, illustrating its performance in all three areas of the strategy. Thus, the sustainable development department plays the crucial role for the multinational strategy commitment. The company is working hard to collaborate not only the suppliers and contractors into its sustainability projects, but also the charitable funds (such as Perspektiva, Detskie Derevni, MasterOK) and companies from other industries (such as MVideo and Sportmaster), increasing the engagement for broadening sustainable initiatives.
Human Resource management. According to Sustainable Development reports of IKEA company promotes the diversity and inclusion for the employment. It inspires suppliers to employ the most vulnerable people. In Russia, the company has collaborated with the charity fund “Raul” that is assisting the young people with disabilities and graduates from orphanages with the employment. Nowadays, IKEA Russia employs 10 disabled people, who are working in IKEA store, distribution center and IKEA factory. In addition to this, the company broadly communicates the sustainability practices among employees to inspire them to be more conscious about sustainability challenges. Sales managers are trained in such a way that they are able to motivate customers to purchase environmental-friendly products. 
Technology Development. IKEA Russia has implemented the modern technologies that enable to produce the heating and energy from the biomaterials (IKEA, n.d.).[footnoteRef:86] Nevertheless, there is a huge space for improvement, since not all production facilities and stores in Russia are highly sustainable. IKEA Russia may introduce the disruptive technologies, which will minimize the emissions, which will eliminate the waste generation in the production. In addition to this, the detailed data analytics may enhance the logistics, minimizing the costs and emissions.  [86:  IKEA (n.d.). Ekologichnyye biznes-protsessy v IKEA. Retrieved March 25, 2021. https://www.ikea.com/ru/ru/this-is-ikea/sustainable-everyday/ekologichnye-biznes-processy-v-ikea-puba9d849c0] 

Procurement. The procurement stage illustrates the relations with the suppliers. IKEA has released the IWAY Code of Conduct that established the requirement for the suppliers, including the demands for the materials extraction, for the distribution, for the minimization of the environmental footprint and also for development of fair labor conditions. IKEA managers constantly verifies the compliance of the suppliers and also contractors with the standards identified in IWAY by the auditors. If the inaccuracies are revealed, IKEA gives the company the period to eliminate issues and then check the supplier again.
The figure 5 below indicates the limitations that were revealed in each part of IKEA Russia Value Chain, which was adapted under sustainable development.
Fig. 5. Limitations of IKEA Russia Value Chain
[image: ]	Source: adapted from Porter (1985)
So, to sum up, the analysis of the Value Chain of IKEA provides the information that the company is ambitiously introduces and develops the sustainable initiatives. Nevertheless, there are meaningful drawbacks in Russia that are needed to be eliminated. It is nowadays in the great importance, since the challenges from the external environment requires the business not only to be economic-focused, but also to become responsible in all aspects of the societal and environmental dimensions. Moreover, the company has the urgency to commit to the People & Planet Positive objectives by 2030.
[bookmark: _Toc73555096]2.4 The transition from the traditional innovation toward sustainability-oriented innovation
Based on the analysis above, it can be concluded that nowadays the changing external environment with the urgent issues regarding sustainability considerably affects the business. In the way to survive and prosper, the companies are in need to adopt sustainable innovations, since sustainability-oriented innovations is nowadays considered as a competitive advantage for companies. It is really significant tactics, since according to C.K. Prahaland, the elaboration of the innovative “next practices” provides the companies with the “mega-opportunities” (Prahalad, 2010).[footnoteRef:87] [87:  Prahalad, C.K. (2010). Best Practices Only Get You So Far. Harvard Business Review. https://hbr.org/2010/04/column-best-practices-get-you-only-so-far .] 

The following part of the project is aimed to identify what the sustainable innovations are, which value they provide for the organizations, what are the similarity between the traditional innovations and sustainability-oriented innovations and how the companies with the successful sustainable innovations may enhance their values. The answers to these questions will be provided based on the thorough research called “Innovating for sustainability” developed by authors of the Network for Business Sustainability (Network for Business Sustainability, 2012).[footnoteRef:88] [88:  Network for Business Sustainability (2012). Innovating for sustainability. https://core.ac.uk/download/pdf/12824574.pdf] 

However, firstly, the traditional innovations will be analyzed. The term “innovation” indicates “introduction of something new” (Purcell, 2019).[footnoteRef:89] McKinsey states that the innovations in business are “consistent streams of new products, services, processes, and business models”, which are introduced in the way to sustain the growth of the company. The innovation may be implemented as the development of new products, processes, business models and also as the enhancement of the existing ones. (McKinsey Quarterly)[footnoteRef:90]. Nowadays, for almost 2/3 of all companies the innovations are the top-three management priority. Innovations support companies in the process of differentiation in the highly competitive environment. As a matter of fact, the success of the innovation implementation will have higher probability in case when the company is able to investigate outside the boundaries of the company (Ringel et. al., 2020).[footnoteRef:91] Nevertheless, there is no optimal innovation that can be applicable for all companies from the same industry since the external context plays the significant role for its implementation. In addition to this, the individual business context is also essential for choosing and developing the innovation.  [89:  Purcell, W. (2019). The Importance of Innovation in Business. Northern University. https://www.northeastern.edu/graduate/blog/importance-of-innovation/#:~:text=Innovation%20Helps%20Organizations%20Differentiate%20Themselves&text=If%20your%20organization%20is%20using%20innovation%20on%20its%20processes%2C%20it's,companies%20stuck%20in%20their%20systems]  [90:  McKinsey Quarterly (n.d.). Innovation. Retrieved 31 March, 2021. https://www.mckinsey.com/quarterly/overview/innovation]  [91:  Ringel M. et. al. (2020). Successful Innovators Walk the Talk. BCG. https://www.bcg.com/ru-ru/publications/2020/most-innovative-companies/successful-innovation] 

BCG have identified 5 key business innovation types, that are: business model innovation, internal processes innovation, go-to-market innovation, new service innovation and new product innovation. In addition to this, the key innovation enablers that accelerate the innovation within the business were indicated: advanced analytics, technology platforms, digital design, and mobile capabilities (Manly et. al., 2017).[footnoteRef:92] The figure below illustrates the top innovation priorities with their enablers distributed among the industries: [92:  Manly, J. et. al. (2017) Which innovation model is right for your company? BCG. https://image-src.bcg.com/Images/BCG-Which-Innovation-Model-Is-Right-for-Your-Company-Nov-2017_tcm9-175607.pdf] 


Fig. 5. The business innovation
[image: ]
Source: Manly, J. et. al. (2017) Which innovation model is right for your company? BCG.
IKEA Russia operates within the Materials and Retail industry. So that while implementing the innovation for its business, the prior attention must be paid on the internal processes' innovation with the help of the advanced analytics. According to BCG research it will assist the business in the optimization of the value chain. Another field for the development is the new product innovation that will increase the loyalty of existing customers and will attract new ones. However, sustainable innovations may proclaim the other additional ways to keep and accelerate the growth of IKEA Russia.
It is also essential to mention about another innovation type that is the strategy innovation. According to the article introduced in HBR, often the companies find it difficult to implement innovation and maintain their capabilities to innovate. The main reason behind it is the absence of innovation strategy that is needed to be developed for the alignment of the innovation types with the core business strategy. The innovation strategy supports companies in the development of the consistent innovation system (Pisano, 2015).[footnoteRef:93] IKEA has the well-established “People & Planet Positive” strategy that inspire all divisions to introduce the sustainable innovations. [93:  Pisano G. (2015). You Need an Innovation Strategy. Harvard Business Review. https://hbr.org/2015/06/you-need-an-innovation-strategy] 

The peculiarities of the innovations are that they always require the technological improvements and they are aimed to the enhancement in strategies and operational initiatives. It means that the experience and capability to innovate within the firm can become the powerful basis for the sustainable innovation. However, the innovation in the sustainability field requires taking into consideration not only economic values, but also social and environmental ones. Therefore, it may increase the challenges for business, since it requires more integrated thinking, because sustainability innovation must be highly connected to all business parts. So that it is important to evaluate the innovation in sustainability field in details.
Sustainable innovations or sustainability-oriented innovations (SOI) were firstly mentioned as the technological solutions to strive with ecological challenges. According to managers, who primarily introduced the sustainable innovations, the compelled introduction of these innovation types was forced by the legislation and was not considered as a cost efficient for the business. However, Porter and Van Der Linde argued that the company can receive the competitive advantage from SOI implementation as it enhances the reputation of the business and also produces economic efficiencies. Nowadays, the perspective on SOI is evolved, since companies implement them proactively, adopting responsible practices to affect economic, societal and environmental dimensions simultaneously. The framework that unites these dimensions is called Triple Bottom Line concept; and it defines the ability of companies to create greater benefits (Network for Business Sustainability, 2012).[footnoteRef:94]	 [94:  Network for Business Sustainability (2012). Innovating for sustainability. https://core.ac.uk/download/pdf/12824574.pdf] 

	According to the detailed research of sustainable innovation within the businesses, Network for Business Sustainability (2012) has indicated three main contexts, in which sustainable innovations mainly develop, which are the Operational Optimization, Organizational Transformation and Systems Building contexts. Operational Optimization context occurs when the firm introduces the incremental innovations, which are not evaluated as radical ones, since most often, they are just reinventing the existing traditional innovations toward sustainable ones. Comparing to the Operational Optimization, the context of Systems Buildings implies innovations connected to the disruptive and radical changes of the business. The context of the Organizational Transformation is the transition between these two contexts. The introduction of sustainable innovation within the Systems Buildings context is evaluated as an increasingly sustainable one. 
Based on these contexts, the framework for sustainability-oriented innovations was elaborated. The framework below, developed by the researchers illustrates, which innovation activities business tends to implement in each of the indicated contexts:




Fig. 6. 	Categories of Innovation activities in the three contexts of sustainability-oriented innovation.
[image: ]
Source: Network for Business Sustainability (2012). Innovating for sustainability.
	The left-sided axis defines how the company considers itself within the system of externalities, whether it is the part of the system (systematic) or it is an outstanding and independent section (insular). The axis on the top illustrates the internal situation of the company, determining whether sustainable innovations are stand alone or they are highly correlated with the strategy, vision, business model and processes of the organization (integrated). And the right-sided axis determines the extent to which the company is able to introduce the socio-technical innovations, which impact both organizational and social factors within and outside the borders of a company. In the way to change the focus from Operational Optimization to Organizational Transformation based on the business needs:
· to become more systematic, focusing on the implementation of socially and environmentally oriented values, which will generate the economic value for the organization;
· to implement innovations, which are getting more integrated within the whole business rather than being stand-alone, aligning the sustainability-oriented innovations with the core business strategy.
· to introduce innovations, which will include both technical and social considerations. It means that the firm needs to develop the technologies that will bring the societal values, inspiring the change not only in the level of business model, but also in the challenging institutional level.
However, when the business is going toward Systems Building, the significant influence should be given to the reconsideration of the company’s purpose and consequently the redesign of strategy, based on the concept of Triple Bottom Line. Innovations in Systems Building context are developing in the way to inspire the sustainable development within the whole system inside and outside the borders of the company. It implies that the organizations need to introduce the incentives, which can encourage the transition toward sustainability among all company’s stakeholders. 
The framework was introduced in the way to evaluate the sustainable innovation management and current company’s position and its activities. Based on the analysis of the various researches and best practices, the authors of the illustrated model have proposed the detailed plan of innovations, which is needed to be implemented in each of the presented context. So that the business is able to compare its current practices with the proposed ones. In fact, the proposed innovations by the Network for Business Sustainability are highly interrelated with the traditional innovations developed by BCG, which were indicated earlier. It proves the fact that the sustainability-based innovations are derived from the traditional innovations’ types.
The given framework will be significantly useful in the way to evaluate the current sustainable innovations of IKEA in Russia. In addition to this, the proposed sustainability innovations by the Network for Business Sustainability will be the basis for the benchmarking of the initiatives implemented in IKEA Russia.  It is supposed that the assessment of IKEA Russia through the prism of the Sustainability Innovations framework will help to identify in which context the company is operating. And according to that analysis, the recommendations for IKEA in Russia will be elaborated.
[bookmark: _Toc73555097]	2.4 The evaluation of sustainability-oriented innovation in IKEA Russia
Besides the identification of the various contexts for sustainability-oriented innovations, the research of Network for Business Sustainability has also introduced the precise sustainable innovation activities, which companies may implement to meet the sustainable development goals. It is in significant importance to consider all of them, since the illustrated innovations will be the basis for the benchmarking with the current IKEA Russia initiatives.
Sustainability-oriented innovation in Operational Optimization Context
The innovations of the Operational Optimization context develop majorly as a compliance with the social and environmental regulations. The reactive innovations are mostly stand-alone incremental ones. They are introduced in the way to minimize the risk and comply with obligations. However, when the reactive innovations of the business are not efficient anymore, the firm starts to implement proactive innovations. Proactive approach may help the company to reconsider its sustainability barriers as opportunities and to encourage the engagement with the outside actors for the value creation. The sustainable innovations that identify the Operational Optimization context are the following:
The development of strong collaboration and relationships. That innovation is since the companies need to implement immediate actions to match with the legal environmental and social standards introduced by the governmental authorities. However, the business may have low level of expertise in the sustainability field. To gain the proficiency in that topic the company may perform the following activities:
· Co-operate with the external stakeholders in the way to receive the resources and expertise for the development of the sustainable incremental changes. In fact, the studies about the innovation's states that the external stakeholders' collaboration is essential for high innovation performance.
IKEA Russia is collaborating with the highly expertise stakeholders, such as the Saint Petersburg Association of social entrepreneurs, which educates the company about the societal beneficial initiatives. In addition to this, the company requests the knowledge resources from not-direct stakeholders as well. For instance, Saint Petersburg State university provides the company with the insights from the studies in regards of the customers’ preferences. In fact, it helped IKEA to make an analysis and reveal the barriers of sustainable consumer behavior. So that it means, that IKEA Russia is developing the sustainable incremental innovations based on the professional expertise.
· Collaborate across the internal functions of the company in the way to give employees an ability to freely share the information about sustainability initiatives. So that the incremental innovations would be implemented successfully across the business.
IKEA gives the ability for employees from various departments to freely share the information, knowledge and expertise. The corporate culture of IKEA is very supportive and collaborative, meaning that it gives the acceleration for the innovations. In addition to this, the company has introduced the open platform, which gives an opportunity for managers all over the world to the performance in terms of sustainability of each subsidiary from any country. 
· Communicate with customers to evaluate their needs. According to the innovation theory, the engagement with customers is a core basis for the innovation development.
IKEA Russia is constantly evaluating the purchasing behavior and changing customers’ needs, so that its innovations may correspond the requests from the market’s demand. Each year IKEA Russia evaluates the researches and studies from the external agencies (Levada, WCIOM, TASS, Instinct, FINexpertiza) in the way to reveal the peculiarities of customers habits.
Innovations based on the capacity and supportive climate. These innovations are also considerable in the path to the sustainable development adoption. They include:
· The usage of the existing innovations as the basis for sustainability-based innovations. The development of sustainable innovations can be accelerated by the supportive corporate climate among the employees, which tends to inspire the increasing contribution and commitment within the team toward the common goal. In addition to this, it is essential for to empower the top management team to communicate to subordinates the necessity for sustainable development and the integration of sustainability principles into the organizational strategy. 
IKEA Russia is doing well in that part, since the internal climate is supportive, so that it accelerates the innovative process and the collaborative team work toward the final goal achievement. According to the interview, the top management is talking about the importance and urgency of the sustainability agenda to the subordinates, inspiring them to take the responsibility and to propose the ideas.
· The codification of sustainable goals and policies in the technical documentation, which will set up the important guides regarding sustainable initiatives
As IKEA proclaims the sustainable development as the basis of its strategy, and the daily operations and short-term objectives are performed in the way to achieve the strategic intention, the internal policies and procedures are correlated with sustainability principles. The formal requirements motivate the employees to commit with stated policies. 
· The control over the performance of the identified criteria related to sustainable innovations. The company has to introduce the criteria to evaluate the implementation of the innovation across the organization and if needed, to encourage the necessary improvements.
IKEA has established the universal criteria that assess the performance of the sustainable innovations of each country. They are the following People and Planet Positive Transactions, Planetary footprint that indicates the amount of CO2 emissions, People and Planet Positive Sales and Sustainability mentions. Each IKEA subsidiary has the access to the platform, where it can identify the KPIs of each criterion and track its global ranking.
Innovations related to the knowledge management. Knowledge sharing is a key for the successful implementation of innovations. Companies with the proper level of knowledge management mostly tend to succeed in the innovations’ development, since the free flow of information increases employees’ awareness and boosts their willingness to adopt changes. The following innovative approaches to knowledge management are considered as the most significant in the Operational Optimization Context:
· The restructuring of existing internal communication, so that it focuses on sustainability domain. The innovation theory claims that the knowledge management is essential for innovation development. In addition to this, the company has to deal with all misperception about sustainable development. 
The company believes that its growth is highly correlated with the growth of its employees. So that IKEA Russia provides the constant learning process for its employees in the way they will be aware of the latest company’s innovations. The company communicates about its sustainability values even in its career page, meaning that it inspires people to join IKEA team that enhance the living conditions. By doing so, it encourages employees to actively participate in the meaningful projects.
· The introduction of training, based on the identification of knowledge gap. Moreover, there is a need in the attraction of the external expertise that can inspire the introduction of Triple Bottom Line approach. The external expertise is essential, since the success of innovations’ implementation depends on the employees’ knowledge in regards of the existing challenges and possible opportunities.
IKEA corporate culture is based on the open communication between the divisions and even between the subsidiaries of various countries. IKEA learns from the experience and initiatives from other markets. And as it was mentioned before it is partnering with the external stakeholders that share the deep expertise with the company in regards of sustainable practices.
	Process innovations. They are aimed to modify the way, how the business is producing and delivering its products and/or services in the way to maximize the social value, while diminishing the environmental negative impact. The business may start to change the processes with the following actions:
· A redesign of the established processes through the introduction of small single innovations, which are aimed to prevent the environmental challenges, such as waste, air and water pollution, the issues regarding the scarcity of resources, etc.
The company is working on the minimization of the energy usage. However, the changes are incremental, meaning that the company needs to work on the innovations that will minimize the scarce resources’ usage in a better way. Considering the waste elimination, IKEA Russia is quite successful in that area, since it has already introduced its projects for waste sorting and recycling in the stores, distribution centers and factories.
· The introduction of the useful tools that assists the company to implement sustainability principles in business processes. The most valuable tools are the following: (1) Environmental management system (that coordinates and evaluates the sustainable processes and procedures within the company) and (2) Life cycle analysis (that measures the environmental impact of the product throughout its life and evaluates the critical points, which become the areas for the processes’ improvements).
IKEA Russia is advanced in that field, since it attentively reviews the lifecycle of each product. And nowadays, it has already introduced the recyclable materials, which can be reused. Based on the trends for the prolongation of the product life, the company has implemented the services that gives the second life for the utilized furniture, curtains, and bed linen.
· The implementation of sustainable supply chain management, which proclaims the code of conduct and is aimed to control the suppliers’ sustainability practices.
According to the article “A more Sustainable Supply Chain” developed by HBR, the business has to require the sustainability commitment from all suppliers, making a great emphasis on the proper communication and control of the lower-tier suppliers.[footnoteRef:95] [95:  Villena V. and Gioia D. (2020). A more sustainable supply chain. Harvard Business Review. A More Sustainable Supply Chain (hbr.org)] 

IKEA Russia is following the universal IKEA Code of Conduct, which is called IWAY. So that the company regularly makes an audit of the suppliers, identifying how effectively they commit IKEA standards. If they do not comply with the standards, IKEA claims them to reconsider the drawbacks within the given period of time. If IKEA identifies the non-compliance with standards again, it will terminate the partnership contract.
Product innovations. The innovations are based on the principle that the organization introduce the new offers, that are developed on the sustainability principles, meaning that they decrease the negative impacts for the society and environment. To invent the sustainability-based products the business may implement the following tactics:
· The utilization of design tools in the way to enhance the product or service, such as (1) sustainability-oriented design tool, which estimates the implementation of the societal and environmental considerations into the product and (2) sustainable product and service development tool, which assesses the value of the product or service according to the Triple Bottom Line concept.
The company did implement in Russian market the universal tools to assess the value of the products and services in terms of sustainability principles. Most services of the company were even inspired by IKEA sustainability strategy. Based on the internal tools that assesses the products and services sustainability, IKEA in its website in details indicates the environmental and societal benefits from each initiative.
· The reduction of negative impacts of the materials (e.g., introducing recycled or biodegradable ones) as well as the increase of the energy consumption efficiency through the redesign of products. 
The company introduces the sustainable alternatives, which minimizes the negative impacts of the materials. For instance, the company got rid of the single-use plastic in all products, substituting it with recyclable plastic or the plastic from the renewable materials.[footnoteRef:96] In addition to this, it proposes many. The company has also increased the energy consumption efficiency, since it invented the products from the recycled materials, which requires less energy for the production comparing to the products developed according to the linear model principles.  [96:  IKEA (n.d.). Tol'ko boleye ekologichnyy plastik k 2030. Retrieved April 13, 2021. goduhttps://www.ikea.com/ru/ru/this-is-ikea/sustainable-everyday/tolko-bolee-ekologichnyi-plastik-k-2030-godu-pubcb607171#:~:text=%D0%94%D0%B0%D0%BD%D0%BD%D1%8B%D0%B5%20%D0%BF%D0%BE%20%D0%BF%D0%BB%D0%B0%D1%81%D1%82%D0%B8%D0%BA%D1%83%20%D0%B2%20%D0%98%D0%9A%D0%95%D0%90&text=%D0%92%202020%20%D0%B3%D0%BE%D0%B4%D1%83%20%D0%BC%D1%8B%20%D0%BF%D0%BE%D0%BB%D0%BD%D0%BE%D1%81%D1%82%D1%8C%D1%8E,%D1%81%D0%B0%D1%85%D0%B0%D1%80%D0%BD%D0%BE%D0%B9%20%D1%81%D0%B2%D0%B5%D0%BA%D0%BB%D1%8B%20%D0%B8%20%D1%81%D0%B0%D1%85%D0%B0%D1%80%D0%BD%D0%BE%D0%B3%D0%BE%20%D1%82%D1%80%D0%BE%D1%81%D1%82%D0%BD%D0%B8%D0%BA%D0%B0] 

· The development of the sustainable products from the outset, rather than redesigning it toward the sustainability later (e.g., integration of the circular economy principles as a basis for innovative product creation).
The circularity principles nowadays are the basis for IKEA products design. Nowadays, the company is motivating the employees not only to modify the existing products toward sustainability principles, but also to innovate the new products, which are developed under the circular economy principles.
· The development of the innovative sustainable products, the functionality of which will not be inferior to existing products. It means that innovative product has to be as reliable and convenient as the other existing ones.
IKEA Russia is introducing the innovative sustainable products, which are entirely produced from the sustainable materials. The company is selling the bags, curtains, carpets, plastic products from the recycled materials. As a matter of fact, the quality of the sustainable products is as high as of unsustainable alternatives. Nevertheless, some of them just partially contain the eco-materials, meaning that the company should expand the range of fully sustainable products.
Summing up everything analyzed above, it can be concluded that IKEA is moving from the Operational Optimization context, since it has successfully implemented all sustainable innovations types, proposed by Network for Business Sustainability. So that, it is now necessary to consider the innovations of the company through the prism of Organizational Transformation Context.
Sustainability-oriented innovation in Organizational Transformation Context
In this context, the business moves from the stage of “doing less harm” toward the stage of “creating shared value”. It means that the companies take into consideration the societal challenges, developing the strong partnership with the external stakeholders. Organizational Transformation context encourages the companies to modify the business strategy and purpose, illustrating the increasing responsibility and commitment toward environment and society. The innovations for sustainability, which are developing in the Organizational Transformation context, will be illustrated below. Even though the names for the innovations in that context may be the same as in the context of Operational Optimization, they proclaim different organizational practices.
Systematic relations. The systematic relations identify the significance of the development of new collaboration types with other players within the markets. It may include the following opportunities:
· The exploration of new sustainable innovations in the unrelated industries since the systematic view may bring the business new capabilities to strengthen their sustainability (e.g., the usage of the waste from one business as a resource for another business).
· The development of interdependent partnership in the way to create the network in the way to elaborate more powerful mutual solutions. The partnership should be based on the cooperation with competitors, government, society, NGOs, scientific institutes, and firms from the other industries.
· The introduction of novel types of collaborations in the bottom-of-the-pyramid markets, such as (1) reverse innovation (when the innovation appears in the developing country and is introduced in the developed market later on), (2) resource-constrained innovation (that is based on the minimization of the resources usage without sacrificing of the final good’s quality) and (3) “jugaad innovation” based on the creative approach to identify the challenge and develop the simple solutions for them.
Innovations based on the capacity and climate. In the Organizational Transformation Context, it implies that sustainable innovations may be embedded within the whole company, meaning that it is incorporated into the business model rather than just stand alone. The following activities are considered as essential ones for the acceptance of corporate changes by employees:
· The development of the proper communication that highlights the sustainable values, goals, tactics and targets. The other significant point is the verification whether all employees, including top and line managers are committing toward the established sustainable values.
· The elaboration of the proper reward culture, that will incentivize employees from all levels to focus on the sustainability-based strategies, goals and practices.
· The withdrawal of the outdated capabilities and traditional business approaches, which are slowing down the innovations. This aspect is essential, since nowadays the business is developing in the new competitive environment that requires the decrease of the resources’ usage.
Process innovations. In the Organizational Transformation Context, the process innovation is based not on the economic orientation, but rather on all dimensions of the Triple Bottom Line. Process innovation includes the following activities:
· The adoption of new processes, such as circular economy (which implies the capability of the utilized products to be recycled into new ones) and closed-loop manufacturing (which is aimed to recycle the waste occurred in the production process into raw materials for that production).
· The development of sustainable supply chain management behind the boundaries of the company in the way to create the supply systems based on the long-term partnership, which will pursue the common sustainability goals (e.g., the development of Forest Stewardship Council as a result of collaboration of NGOs, public and companies of timber industry).
· Establishment of the company’s vision of future position as a starting innovations’ point, which will give an opportunity for a business to easily identify the actions needed to achieve the desired vision. 
Product innovations. In the context of the Organizational Transformation the product innovation is primarily connected to the new market opportunities, the modern knowledge source and the development of new platforms. It comprises of the following activities:
· The introduction of the servitization strategy that introduces products as a service, since the services may be used by many customers, avoiding idle times and, therefore, maximizing the utilization of the goods.
· The investigation of the product innovations in the new areas, e.g., engaging the customers’ needs from the bottom-of-the-pyramid markets.
· Learning from the local firms, expanding the resource-constrained, reverse and “jugaad” innovations, which are focusing on the satisfaction of the essential needs primarily among the poor citizens.
The table below illustrates the benchmarking of IKEA, according to the innovations within the Organizational Transformation context, proposed by Network for Business Sustainability. I will indicate the achievement of IKEA Russia in that innovation by the sign “+” and the drawbacks in that types of innovations are indicated by “-“ sign.
Table 4. IKEA Russia in Organizational Transformation Context
	Innovation type
	
	IKEA Russia performance

	The exploration of new innovations in the unrelated field
	-
	There are no specified innovations, which were taken over from the other industries

	The partnership to develop the powerful mutual solutions
	+
	The collaboration with Raul Fund gives the work places in IKEA for the people with disabilities

	
	+
	The partnership with social entrepreneur Guzel Sanzhapova and Anton Tut Ryadom fund to create the new production in the rural area

	
	+
	The partnership with Sportmaster and MVideo in the development of the philanthropic projects

	The proper reward culture to incentivize the sustainable innovations
	+
	There is a universal appraisal system of each employee performance, based on which IKEA provides the rewards and bonuses

	The verification of the employees’ commitment toward sustainability
	+
	The HR-team of IKEA Russia on a regular basis verify the competences and the expertise of the employees so that they are able to commit to the company’s vision

	Circular economy and closed-loop manufacturing
	+
	The service “Eto budet mebel’”helps the company to recycle the wood into row materials

	
	+
	The waste (wooden chips) from the production is used as the resources for the other furniture types

	
	+
	The waste in the production of bed linen is used as the material for cardholders

	
	-
	Not all utilized products are able to be recycled in Russia

	Development of the new corporate purpose
	+
	The corporate purpose reflects the sustainability direction and inspire all IKEA subsidiaries to commit to the responsible purpose



Table 4. IKEA Russia in Organizational Transformation Context
	Sustainable supply chain behind the boundaries of the firm
	-
	IKEA controls among suppliers, but there are no cases of the supply chain that can be evaluated as the supply systems

	Servitization strategy
	+
	IKEA had the press-release that it is going to launch the service for the furniture rent in the nearest future

	New solutions for the bottom-of-the-pyramid 
	-
	Even though there is a service that sells the second-hand furniture on the discounted price, it is still not available for the bottom-of-the-pyramid society

	Resource-constrained and reverse innovations for poor citizens
	-
	All product initiatives aimed to the vulnerable society are evaluated as philanthropic ones, since IKEA does not generate the profit from them


Sustainability-oriented innovation in Systems Building Context
The companies are moving from the Organizational Transformation toward the most sustainability-oriented Systems Building context, when its starts to introduce the following innovations:
· Engagement in the systematic changes by illustrating the corporate responsibility toward civil society, employees, communities and natural environment.
· Collaborative partnership with government and societal groups to boost the system transformation to elaborate more broader sustainable initiatives.
· Development of the new corporate purpose, which unites all social, environmental and economic dimensions, aiming to redesign the drawbacks of the institutional infrastructure toward sustainability.
· Being a Systems Builders the companies have to inspire the external stakeholders to commit to the sustainability challenges, since the considerable results of sustainable development may be achieved just through the mutual efforts of all stakeholders.
· The need for the consideration of all aspects of Triple Bottom Line in an equal manner for the organizational modifications and decision-making process.
Thus, the table below illustrates the benchmarking of IKEA, according to the innovations within the Systems Building context, proposed by Network for Business Sustainability. I will indicate the achievement of IKEA Russia in that innovation by the sign “+” and the drawbacks in that types of innovations are indicated by “-“ sign.
Table 5. IKEA Russia in the Systems Thinking Context
	Innovation type
	
	IKEA performance

	Engagement in the systematic changes
	+
	The company do implement the systematic changes, since each year it improves its performance in sustainable development field


Table 5. IKEA Russia in the Systems Thinking Context
	Collaborative partnership with government and societal groups
	-
	IKEA does implement the special projects aimed to the specific societal groups, but it does not have the collaborative initiatives with them and with government

	Development of the new corporate purpose
	+
	All operations and innovations developed within the company in Russian market are derived from the purposeful multinational sustainability strategy

	
	-
	However, the company does not pursue the goal to develop the systems around its sustainable business initiatives

	Inspiration of the external stakeholders to commit to the sustainability challenges
	+
	Nowadays, IKEA inspires its customers to live more sustainable lives. Moreover, it inspires the social NGOs to develop the mutual projects.

	Triple Bottom Line as the basis for the decision-making
	+
	IKEA introduces initiatives according its sustainability strategy, which includes social, environmental and economic aspects, so that the decision-making process is based on the Triple Bottom Line concept


The detailed analysis of the sustainable innovations in the three different contexts was developed in the way to indicate these innovations in the sustainable development programs of IKEA company. Summing up the evaluation of IKEA initiatives it can be concluded, that their drawbacks, which are the same as in the Value Chain analysis, such as the logistics emissions, the absence of the recycling services for all products’ types. In addition to this, there are tiny amount of the strong collaboration, which involves many stakeholders and is be able to build the strong system for sustainable innovations.
[bookmark: _Toc73555098]2.5 Sustainability SWOT-analysis of IKEA Russia
The previous chapters have assessed the external factors that enforces the business to transform toward sustainability as well as the existing sustainable practices of the company based on its values chain parts. I have chosen the SWOT-analysis in the way to illustrate how the internal and external factors identified in the previous chapters influence the sustainable development of IKEA in Russia. The SWOT-analysis will be developed on the basis of the sustainability initiatives in the way to clearly understand the areas, where IKEA Russia may primarily improve activities to commit the international sustainability strategy along with the demand from the external market. Sustainability SWOT-analysis gives the precise view of the external and internal factors, clearly focusing on the strengths, weaknesses, opportunities and threats namely in the sustainable development field. The table below illustrates the summarizing view on the sustainability SWOT-analysis for IKEA Russia. Strengths and weaknesses indicate the strong and weak initiatives that the company has already implemented. The opportunities and threats identify the external factors, which can positively (opportunities) or negatively (threats) influence on the sustainable development of IKEA in Russia.
Table 6. Sustainability SWOT-analysis for IKEA Russia
	Strengths
	Weaknesses

	The implementation of the circular model economy initiatives
A responsible forest management
The broad sustainability information system, facilitating the conscious consumption
The introduction of sustainable energy consumption
Partnership with social entrepreneurs	
The introduction of projects aimed to the expansion of the product lifecycle 
	The low involvement rate of customers in sustainable development projects
The lack of the initiatives aimed to recycle all types of IKEA products
The energy used in production and stores is not totally renewable
The big number of products are imported that cause the high emissions from logistics
Not all vehicles in IKEA parking are electric

	Opportunities
	Threats

	The expansion of the initiatives for the Systems Building development 
The mitigation of natural resources scarcity, deforestation and climate change issues
The introduction of projects for the enhancement of lives of the vulnerable society
The sales growth due to the increasing demand for the better housing conditions

	Scarcity of natural resources, deforestation
CO2 emission, waste issues and climate change
The unstable economic situation (ruble devaluation, high unemployment)
The lack of infrastructure for the renewable energy sourcing and other projects
The low level of consciousness among customers in regards of sustainability 


Based on the findings revealed in the thorough SWOT-analysis, which was conducted based on the research of sustainable innovations, as well as the evaluation of the internal achievements of IKEA in the field of sustainability and the external factors, affecting the sustainable development of a business in Russia, the further recommendations for IKEA Russia sustainable innovations will be introduced.
[bookmark: _Toc73555099]CHAPTER 3. THE RECOMMENDATIONS FOR SUSTAINABLE INNOVATIONS FOR IKEA RUSSIA
[bookmark: _Toc73555100]3.1 Introduction of the sustainable recommendations as a part of IKEA global strategy
As the main goal of the qualification paper is to develop the recommendations, which will help IKEA business in Russia to correspond the international People & Planet Positive sustainable strategy and to react on to external sustainability challenges, the closing chapter will illustrate the established outcomes of the research provided above. Thus, the overview of the SWOT-analysis in the previous chapter indicated the basis for the development of preferable practical recommendations for IKEA Russia, which will be aimed to support the company in the attainment of a multinational sustainable strategy. 
Therefore, the following chapter is aimed to identify the overview of three key areas for the development in IKEA Russia. Afterwards, the detailed analysis of the possible opportunities within the frames of each recommendation will be developed. So that, I believe that the analysis of these opportunities will help me to introduce the viable action plan for each recommendation in such a way that the identified sustainable opportunities may definitely bring the substantial value for the performance of IKEA Russia, in economic, social and environmental senses. 
According to the consolidated data in SWOT-analysis it can be seen, that from the one hand, the weaknesses and threats identify the urgent business needs for the company in the sustainability field, which are needed to be eliminated by the innovative proposals. From the other hand, the strengths and opportunities give the chance for IKEA Russia to utilize the powerful internal aspects as well as the positive factors of the external environment to create the valuable support for the proposed initiatives. So that it can be concluded that the sustainability-based SWOT-analysis tool is highly beneficial for the introduction of the advantageous solutions for the sustainable development of a company.
Since there are three main sections in IKEA multinational sustainability strategy, which are Healthy and Sustainable living, Circularity and Climate Positive and Fair an Equal, so that overall, three recommendations will be elaborated. It means, that each recommendation will be reflected in one of the company’s sustainability direction. 
For Healthy and Sustainable living strategic direction, I will propose the recommendation for the introduction of the circular economy initiatives for a broader range of products in IKEA. The proposal is based on the correlation of the following consolidated SWOT-analysis factors: S1+O1; W2 + T2 + T4; W2 + O2.
As the implementation of the circular economy initiatives is the strength for IKEA Russia, it means that the company has the broad experience, knowledge, and expertise in the introduction of innovations according to the circular economy principles. In addition to this, the strength is reinforced by the external opportunities, which are the Systems Building development and the mitigation of natural resources’ scarcity, meaning that the company can establish the partnership with external stakeholders, which will be able to support IKEA business with the mitigation of environmental issues through the introduction of more sustainable initiatives for IKEA products. The proposed recommendation is also aimed to avoid the external threats of poor consciousness of sustainability initiatives among Russian citizens by introduction of additional sustainable services promotions as well as the challenges of CO2 emissions, waste, and climate change, since the circular economy model implies the limited usage of scarce resources and can engage consumers in the sustainable initiatives. So that, in the way to elaborate this recommendation in an effective manner, IKEA needs to focus on the current company’s weaknesses that are lack of innovations aimed to recycle all types of IKEA products and the non-sustainable product design. As a major part of non-sustainable products is produced internationally, the recommendation will be focused on the circular economy initiative in regards of utilized IKEA products in Russia.
For Circular and Climate positive strategic direction, the recommendation will be devoted to the expansion of the charging stations for electric vehicles in IKEA parking space. The recommendation is also derived from the sustainability SWOT-analysis performed above. Thus, the initiative about the support of sustainable expansion is based on the argumentative combination of the following SWOT-analysis insights: S4+O1+O2; W6+T2.
The main problem behind inability of IKEA to change all vehicles for delivery toward electric ones is the lack of infrastructure, which can help IKEA electric cars to be charged. There are many cars, which are used in IKEA business for products delivery, and they are still non-electric. Furthermore, as this weakness is intensified by the external threat of growth of CO2 emissions, waste issues and climate change, the recommendation is highly urgent for implementation in Russia market. The Circular and Climate Positive pillar of the global IKEA strategy promoted the minimization of CO2 emissions. Therefore, IKEA has already introduced the sustainable vehicles usage partially, so that this expertise may strengthen the transition to the implementation of a renewable energy usage in delivery as well. Moreover, with the implementation of this recommendation IKEA Russia will be able to develop the alliances toward climate change and CO2 mitigation, and consequently to operate in the Systems Building sustainable innovations context.
Moving on to the last IKEA global sustainable strategic direction that is Fair and equal, I introduce the recommendation of the development of the additional small-sized production based on the collaboration with social entrepreneurs. The proposal is aimed to commit simultaneously to the ecological, social, and economic values for IKEA, its consumers, and other stakeholders. The recommendation is derived from the sustainability SWOT-analysis as well and derives from the following factors: S5 + O1 + O2, W5 + T2 + T3.
The recommendation has emerged from one of the major weaknesses that is the high CO2 emissions level, which stems from the unsustainable logistics processes, since the substantial numbers of IKEA products being sold in Russia are imported from international markets. Furthermore, it is strengthened by the increasing CO2 emissions level, climate change and the unstable economic situation, which can cause the ruble devaluation and therefore, the increase of price of imported products locally. As a matter of fact, the following recommendation is based on the partnership with social entrepreneurs since IKEA Russia has already succeeded in the collaborative relationships development with social entrepreneur (Guzel Sanzhapova) and other non-commercial organizations. In addition to this, it gives an opportunity to create the Systems Building context, which will be focused on the mitigation of the logistics emissions, since the production will be launched nearby the distribution center and the biggest stores. If IKEA Russia broadens the production around Russia, it is assumed that the business will support locals with the threat of unemployment that is considered as the consequence of unstable economic conditions.
To conclude, all three recommendations introduced above are evaluated as the powerful innovations to meet the global sustainability agenda of IKEA in Russian market, since each of recommendations is correlated with the multinational IKEA strategic directions. The other advantageous side of the proposed sustainable innovations is that they imply the development of Systems Building context around IKEA Russia, which was indicated as the most effective context to meet the sustainable development goals. It means that by these innovations IKEA will be engaged with external stakeholders in the popularization of sustainable development around Russia, illustrating the corporate responsibility toward environment, civil society, and employees, and inspiring others to commit to the sustainability challenges.
Thus, the following chapters will indicate the detailed analysis of the precise action plan for each recommendation, evaluating the illustrated sustainable innovations according to the Triple Bottom Line concept. Afterwards the risks assessment will be performed with the help of useful tool such as Risk Scenario Matrix.
[bookmark: _Toc73555101]3.2 The introduction of innovative circular economy initiatives for broader range of products in IKEA
Nowadays, IKEA has successfully driving the circular economy initiatives that encourage healthy and sustainable living among IKEA consumers and other citizens. In Russian market, the initiatives are connected to the recycling programs, such as Pravila Deleniya and Take back furniture program. Pravila Deleniya program is based on the gathering waste independently of its origin, meaning that IKEA Russia accepts all utilized products from citizens (even those that were not produced by IKEA). The citizens are able to hand over the waste to these stations, such as paper, single and multiple layer cardboard, the package from liquid products Tetra Pak, Pure Pak Elopak and SIG Combiblo types, the utilized glass, plastic PET-bottles, and hard plastic type 2, 4 and 5 (Pravila Deleniya | VKontakte, 2019).[footnoteRef:97] IKEA sells the sorted waste to the company’s partners, that recycle it into the new materials and sells back some of them, such as cardboard to IKEA company, so that it can introduce the new products from the recycled cardboard. By that initiative IKEA illustrates its circular economy model of business, since it gives the second life for the utilized materials, inspiring other people to take the conscious responsibility to the consumerism and minimize the waste generation.  The program makes the positive social and environmental impact as well as the economic one, since the business earn the profit from the sales of the utilized materials. Nowadays, Pravila Deleniya program received high popularity among Saint Petersburg citizens, so that IKEA business is working on the expansion of Pravila Deleniya stations among other Russian cities, where IKEA is represented. Considering Take back furniture program, as it was mentioned before, it is broadly used by IKEA and non-IKEA customers, since it gives the second life for products, minimizing the waste. Moreover, the program increases the customers’ loyalty and attracts new clients into IKEA stores, since the people participated in that program receive 5% sale for the next purchase in IKEA. However, these two initiatives do not cover the availability to recycle other IKEA products. [97:  Pravila Deleniya | VKontakte (2019). Kakiye vidy otkhodov prinimayutsya na stantsiyakh «Pravila Deleniya»?. https://vk.com/topic-182575236_39287524 ] 

According to the internal review of IKEA Russia, one of the dangerous IKEA products as the waste in the post-utilization stage is IKEA spring mattresses. In addition to this it is evaluated as the most challenging product to dispose, since the standard garbage bins and garbage trucks are not designed to handle bulky items. Moreover, mattresses have the high chance of flammability, meaning that if the utilized mattresses are thrown away next to the local yard trash cans, and some small spark appears nearby it, mattress can become the reason of the massive fire. Furthermore, the leaving the utilized matrasses nearby the garbage bins is evaluated as the administrative offense. In addition to this, the fabrics and inner fillers of mattresses are often made from the materials, which emit harmful toxic substances, when they are burned. Thus, the primary emphasis of the proposed recommendation is the innovative program, which will be aimed toward the implementation of circularity principles into IKEA mattresses. The company can develop the service of “Take back mattresses”, which will be aimed to the gathering the utilized mattresses of IKEA and non-IKEA production. Afterwards, the mattresses will be fractioned into the spare parts that are in turn will be recycled into row materials. The initiative can be evaluated as highly sustainable one. 
However, since the mattresses are produced from many types of materials and the composition of each IKEA mattress varies significantly, the recyclability process may not be performed by only IKEA Russia own efforts. In the way to be viable, the following innovation should be developed with the support of the external partners. Therefore, IKEA needs to find the business, that have the high level of expertise in the production or in the recycling of mattresses.
According to the research of the recycling market, there is no specialized company around Russia, which will be specialized on the mattresses crushing and recycling. So that IKEA Russia may consider the partnership development with the services that offers the mattresses utilization. There are companies, which exist in Russian market, such as Utilmobil’ and Utilservice, which are specializing on the mattresses' utilization. However, after the consultation with the specialists of these companies on the hot line, it was revealed that the companies are able to collect the old mattresses from the households and just to move them to a garbage dump. It can be useful for the convenience of people; however, it is highly unsustainable due to the fact that the products are still not recycled, and they still produce the toxic gasses after burring in dumps.
Afterwards, I have evaluated the other companies, which produce mattresses in Russia and offers the service of mattresses utilization in the way to analyze the proposed service. The logic to choose only Russian mattresses producers was connected to the recycling possibilities: if the company produces the mattresses locally, it may imply the fact that the enterprise recycles the mattress and receives the spare part, which can be used for the following production. For the analysis I have taken top-10 companies of mattresses producers from Rating website. Rating is the trustworthy resource that gives the statistics according to the Big Data analysis of company turnover and web-site visitors.[footnoteRef:98] The table below indicates the data in regards of the mattresses’ utilization program of these companies. It is vital to mention that the utilization service is proposed just for the purchase of the new mattress from this exact company. [98:  Raiting (n.d.). Reyting saytov proizvoditeley i prodavtsov matrasov. Retrieved May 15, 2021. https://wwwrating.com/top/retail/matras/] 



Table 7. The benchmarking of Russian producers of mattresses
	Company name
	Utilization service
	Charge (per mattress)
	Utilization type

	Askona
	+
	800 – 1500 rub.
	Transfer to the dump

	Ormatek
	+
	1400 rub.
	Transfer to the dump

	Matras.ru
	+
	free
	Transfer to the dump

	Spim.ru
	+
	1500 rub.
	Transfer to the dump

	Anatomiya sna
	+
	free
	Transfer to the dump

	Mnogo sna
	-
	
	

	Raiton
	-
	
	

	Hilding Anders
	+
	1400 rub.
	Transfer to the dump

	Dreamline.rf
	-
	
	

	MATRAMAX
	+
	1000 rub.
	Transfer to the dump


Source: adapted from the companies’ websites and the conversation with the specialists from the hot line
	From the analysis in the table above, it can be concluded that even though the companies propose the utilization service for mattresses, the service is also considered as unattractive for customers. Firstly, the companies propose the service just for the clients, who desires to purchase new mattress, and secondly, most enterprises require clients to pay for the service an additional charge. Moreover, the producers do not recycle them (even though in some websites it is stated that the service is the part of a sustainable program) and just transfer the utilized products to the dumps, meaning that it also produces the harms for the environment. So that the partnership with mattresses’ producers will be not viable from economic point of view since the analyzed companies do not have the specialized equipment for the recycling mattresses’ spare parts. 
However, IKEA Russia may propose the development of the mattresses’ collection and recycling program as their own sustainable initiative. Nevertheless, the initiative will require huge initial investment: 
· for the space rent, where the mattresses will be gathered and divided into various materials,
· for equipment purchase and establishment, which will support the splitting mattresses into spare parts and squeezing them,
· for labor force, who will perform and manage the process indicated above,
· for the logistics costs to transfer the spare parts to the contractors that can recycle the parts of utilized materials into viable row materials. 
So that, the business needs to invest the huge number of expenditures in this project, while the financial return is not evaluated as highly positive. Therefore, IKEA company can propose the scheme of shared responsibilities through the collaboration with the companies, that are producing mattresses, mentioned above. The proposal may be beneficial for IKEA since the huge investments will be shared between the stakeholders and all companies in turn will receive the positive reputation of the sustainable business. However, there is a big risk that the indicated businesses will not be ready to invest in the initiative of gathering and recycling mattresses, since they do not promote and even are not involved into the sustainable development practices at all.
Thus, IKEA Russia company can propose the collaboration with the business that specializes in the utilization and recycling of various kinds of garbage, including the mattresses. The only company that proposes citizens to gather the oversized garbage (including mattresses) without any charge is Free-util company. Free-util company was established based on the idea of sustainable development initiative. Nowadays, the business takes the garbage from the households and transports it to the special processing facilities, where it is being split up into the spare parts, which are in turn are sold to the contractors, who are specializing in the recycling process of various materials. What IKEA can do is to develop the mutual program of “Take back mattresses” with Free-util company on the following conditions indicated in the table below:
Table 8. The potential contract conditions for the partnership of IKEA Russia and Free-util
	Action
	IKEA investment
	Free-util investment 

	“Take back mattresses” webpage creation at IKEA.com
	20.000 rubles
	

	Promotion campaigns
	30.000 rub./month
	

	Placing Free-util contacts in promotion campaigns
	
	100.000 rub./month


IKEA Russia needs to create the webpage on its website that will inform IKEA customers about such an opportunity to send the old mattresses for the recycling. In addition to this, the company needs to promote this sustainable innovation in the way to increase the awareness of citizens about the program. To do so, IKEA Russia needs to publish the advertisements in its social networks and make the announcements in digital media. According to the interview with the company representative, IKEA on average needs 20.000 rubles in the way to create the additional webpage. In regards to promotion campaigns, each month IKEA business on average spends for the news' announcement about 30.000 rubles (the figure does not contain the expenditures for the workforce salary, since there are existing specialists who are responsible for public relations, so that the company does not need to spend on this innovation additional payment costs). 
However, in the way to receive the profit from this project, IKEA needs to charge the commission of 100.000 rubles from Free-util company. The commission that Free-util will pay to IKEA will be dedicated to the placement of Free-util logo and its contacts in IKEA webpage and in all digital promotions. It will give an opportunity for Free-util to increase the visibility and awareness from the new streams of customers, who will use the service of the recycling business. Thus, IKEA will give an opportunity for its customers to recycle the utilized mattresses, while Free-util will receive the additional revenue streams, since the more mattresses they receive, the more financial benefits they earn after the sale of the row materials to contractors. Regarding the commission price that Free-util will pay for IKEA, it was counted based on the average revenue, that Free-util will receive from the utilization of 1 mattress. According to the discussion with the Free-util company’s manager (by the phone call on a number taken from company’s website), it was indicated that there is no standard amount of money that the business receives from the old mattress, since all of them are produced from various materials. However, on average, the business earns 2.000 rubles income per each mattress recycled. It can be predicted that during the first year about 150-200 people per month can use the service of Free-util[footnoteRef:99] and consequently Free-Util will earn about 300.000 rubles, where 1/3 of this sum will be paid for the additional costs, 1/3 will be the net profit of the business and the left 1/3 amount of money will be paid for IKEA, which is responsible for the promotion of that service among its customers. However, it is necessary to mention, that the contracts conditions should not be fixed, since in case if the program will receive higher popularity among citizens, IKEA will need to require Free-util to pay higher additional percentage, based on the number of mattresses that will be received for utilization. [99:  The prediction is based on the internal research of IKEA Russia, announced during an interview] 

It is important to mention that since Free-util company is located in Moscow, the innovation will be implemented in Moscow only. Later on, if Free-util subsidiaries (or other similar companies) will be opened in other Russian regions, IKEA will also need to collaborate with them on the similar conditions, since it gives a mutual opportunity for companies to make a profit, stay sustainable and inspire customers to live a more sustainable lives.
With that collaboration IKEA will avoid the necessity to gather the governmental permissions, which are required for a collection and storing the garbage. Moreover, in the long-term perspective Free-util business will be able to cover the needs of IKEA to collect and recycle other type of garbage of the utilized goods.
The recommendation analysis according to the Triple Bottom line 
In the way to evaluate the level of advantages from the recommendation in regards to sustainable development strategic directions, they are needed to be evaluated according to the Triple Bottom Line concept, that is introduced to evaluate the proposed innovation from the economic, social and environmental perspectives.
The economic benefits: due to the fact that Free-util will pay the commission on a regular basis, IKEA will earn stable income of 70.000 rubles per month (100.000 rubles from Free-util – 30.000 rubles for promotion). Moreover, in the long-term perspective the initiative will give an opportunity for IKEA business to charge higher prices from Free-util. In addition to this, there is a chance that Free-util will expand its business in other cities of IKEA’s presence, so that in that case the company will be able to generate higher profit. Moreover, IKEA Russia will give an additional discount for customers, who used the service of Free-util, for the next purchase of IKEA mattress. So that it will increase the loyalty of customers to IKEA store and can attract new customers.
The social benefits: the program will give an opportunity for citizens not to pay for the sustainable utilization of mattresses. The collection of mattresses will be conducted strictly from households’ homes, so that it will provide people with an ability not to search for trash cans for large garbage (which are considerably rare in Russian areas). In addition to this, people will not need to drag heavy mattresses out of the apartment.
The environmental benefits: the proper utilization of mattresses and the recycling of its spare parts will minimize the toxic gases, which are exuded from the burnout and will give an opportunity for spare parts to be the materials for new mattresses or other products again. So that, with the help of the mutual efforts of IKEA and Free-util, the number of the garbage will decrease at least by 1.5-2 tones during each month (the weight of one mattress is about 15-20 kg, the predicted number of mattresses collected by Free-util & IKEA is equal to 100). According to the statistics of Take back furniture program, each month more and more citizens bring their furniture for the recycling in IKEA, therefore, it is believed that the sustainable innovations of Take back mattresses will sacrifice even bigger amount of garbage. 
[bookmark: _Toc73555102][bookmark: _Hlk73389234]3.3 The expansion of the charging stations for electric vehicles in IKEA parking space
The proposed sustainable innovation is developed based on the idea of the clean and sustainable delivery process, which is promoted by IKEA global sustainable strategy. The innovation will be tightly connected to the launch of the program of electric vehicles, which was announced at the end of 2019. IKEA Russia is the first retail company in Russian market that introduced the innovative delivery using the electric vehicles, which are striving not only to minimize the costs for the petrol, but primarily to lessen the ecological impact from the logistics processes. According to the interview with IKEA sustainable manager, nowadays the company has some insignificant number of electric vehicles in auto park. However, the replacing all traditional cars with electric ones is still a big challenge for a business, since there is a poor infrastructure in big Russian cities. The infrastructure here implies the fact that there is a poor number of charging stations for cars available around the city. 
Thus, what IKEA can do is to establish the charging station in the own parking spaces, which will give a further opportunity for a business to utilize more electric vehicles without any obstacles, connected with charging process. The innovation implies the Systems Building contexts, since it gives the new sustainable opportunities not only for the company, but also for IKEA customers and citizens. The innovation makes the charging process more available and easier, since customers have an opportunity to recharge their cars, while they have shopping. Thus, during the daylight hours, the citizens can charge their car, while during the night hours the charging stations may be utilized by corporate electric vehicles of IKEA.
The innovation is expected to be viable, since the trend of electric cars usage is growing. Primarily it is connected to the governmental subsidies assigned to the purchase and utilization of electric cars, such as free parking spaces and no taxation. According to the research of a vehicles’ market performed by an analytical agency Autostat, by 2022 the share of electric vehicles around Russia will increase from 0.1% to 1.5%-1.7%, and if the governmental subsidies will continue to stimulate the purchase of electric cars, the market share will achieve even 15% by 2030 (Chuprov, 2021).[footnoteRef:100] Thus, the following sustainable innovation will become feasible both in the short-term and long-term perspectives.  [100:  Chuprov, A. (2021). Pravitel'stvo gotovit programmy podderzhki elektromobiley Autostat. Analytical Agency. https://www.autostat.ru/news/48265/] 

To implement the sustainable innovation in life, the benchmarking of charging equipment suppliers must be performed. The benchmarking will include the companies that sells the charging equipment around Russia in the way to minimize the possible customs duties costs and durability of a negotiations and delivery process. The statistics indicates that nowadays 44% of all electric vehicles around Russia are registered in Moscow and Moscow region, while 10% are registered in Saint Petersburg and 3% are in Novosibirsk region. The other 43% of all cars are utilized in the regions, where IKEA does not present (VC.ru, 2021).[footnoteRef:101] Thus, the possible suppliers should provide an opportunity for IKEA to establish the charging equipment at least in Moscow and Saint Petersburg (as they are the cities with the major quantity of electric vehicles). So that, the geographical presence of the supplier will be one of the criteria of the benchmarking. Another key factors, which are considered as essential for the identification of the best suppliers are the price, warranty period for the equipment’s operations, guaranteed power and the additional service support, which the suppliers offer. [101:  VC.ru (2021). Rynok elektroavtomobiley: analiz, perspektivy, situatsiya v Rossii. https://vc.ru/u/798640-varvara-kiseleva/241028-rynok-elektroavtomobiley-analiz-perspektivy-situaciya-v-rossii] 

Table 9. The benchmarking of charging stations’ suppliers
	Company name
	Warranty period
	Additional services
	Price
	Power
	Partners
	Cities of presence

	EVA (Produced in Russia)
	12 months 
	Card payment service, free installment, free support
	235.000 rub
	22 kWt
	Rosneft, Sberbank, RZD, Aeroflot, S7, Gazprom, Megafon
	Saint Petersburg

	Parus electro (Produced in Russia)
	24 months
	Card payment service, free installment, paid support
	199.000 rub.
	22 kWt
	Lukoil, VTB, Rostelecom, Pension Fund, Government of Moscow
	Moscow, Saint Petersburg, Novosibirsk

	Simple Electric (Produced in Germany)
	24 months
	Free installment, free support (5 years)
	153.789 rub.
	22 kWt
	Mega Teplii Stan, Igora Drive, Residential complexes
	Moscow, Saint Petersburg



Table 9. The benchmarking of charging stations’ suppliers
	Schneider Electric (produced in Germany)
	18 months
	The installment is not included, no additional services
	169.000 rub.
	22 kWt

	Not defined
	Moscow, Saint Petersburg, Novosibirsk


Source: adapted from the websites of the identified suppliers
So, based on the benchmarking and table above, it can be concluded that the leaders among the suppliers according to all criteria are Parus Electro and Simple Electric providers. Even though the company Simple Electric has no card payment service installed as the additional service, it previously had an experience working with Mega Teplii Stan (where IKEA is located) and the price of the equipment is considerably low (comparing to other suppliers). The payment system may be installed by the corporate bank, the services of which are utilized by IKEA Russia. Therefore, Simple Electric may be chosen as a targeted supplier. 
The establishment of the devices for electric vehicles’ charging in IKEA Russia is a sustainable innovation for the support of the electric auto park expansion. However, it should be useful not only for IKEA cars’ support, but also beneficial in terms of financial income for a business. It means, that the charging stations should firstly cover the expenditures needed for their purchase, and finally generate the profit for IKEA business.
According to the Russian low, the companies that provide the citizens with the service for vehicles’ charging, are prohibited to charge exceeded price for energy power. Thus, IKEA Russia are not able to earn money from the added value. Therefore, to make the initiative profitable, IKEA can charge the additional costs for connecting to the charger. However, it contradicts the existing policies of IKEA company that have already installed the charging stations in one of its subsidiary Teplii Stan in Moscow and gives an opportunity for its customers to utilize it without any payment for connection to a charger (Mega, 2020).[footnoteRef:102] [102:  Mega (2020). Zaryadnyye stantsii dlya elektromobiley v MEGE. https://mega.ru/events/2020/29223/ekaterinburg/] 

So that in the way to cover some part of the investment into sustainable living, IKEA can request the subsidiaries from the Government, since according to the Ministry of economic development, there are essential plans for the expansion of the infrastructure for the electric vehicles. By 2030 the government is planning to invest about 418 bln. of rubles into the development of the conditions for the electric vehicles, including the establishment of charging stations (Rbc.ru, 2021).[footnoteRef:103] So that, IKEA business may request to cover some amount of the investment into the charging equipment. [103:  Rbc.ru (2021). Minek zaplaniroval razvitiye elektrotransporta za 418 mlrd ₽. https://www.rbc.ru/economics/18/05/2021/60a2eea79a794792e1387b24] 

Nevertheless, if the company is not able to win the governmental subsidies, the charging stations can still indirectly bring the profit for IKEA. It means that while the citizens are charging their cars in IKEA parking, they have some free time, which can be spent on new goods’ purchasing within IKEA stores. So that it is assumed that charging station may be beneficial as the promotion to invite new customers into the stores.
In addition to this, the company can sacrifice the expenditures for the petrol, if more cars in IKEA Russia auto park will be electric. According to the research developed by Rg.ru, on average the electric car needs to spend about 0.6 rubles per 1 km., while the petrol engine vehicle about 3.5 rubles per one km (rg.ru, 2020).[footnoteRef:104] Therefore, if it can be assumed that one car that works in IKEA delivery is driving 150 km. per day, IKEA Russia can minimize the delivery expenditures by at least 158.000 rubles per year from replacement of one engine vehicle by the electric one. It indicates that IKEA Russia can cover the investment of the establishment of one charging station during just one year, if it is assumed that only one car is using the station.  [104:  Rg.ru (2020). Kakiye avtomobili vygodneye: eksperty rasschitali stoimost' kilometra. https://rg.ru/2020/03/26/kakie-avtomobili-vygodnee-eksperty-rasschitali-stoimost-kilometra.html ] 

Moving on to the number of electric stations, which must be installed in IKEA store’s parking spaces, it should be primarily correlated with the number of electric cars that exist in the company and, which IKEA Russia is planning to purchase during this year. In addition to this, the number of the charging stations must be connected to the fact that for 2.5 working days (400 km. of the distances), the electric car is needed to be charged just for 3 hours. It means that one charging station may serve many cars per day.
The recommendation analysis according to the Triple Bottom line
The economic benefits: as it was identified above, with the installment of the charging stations, IKEA will be able to minimize the engine expenditures by at least 158.000 rubles per year for each car.
The social benefits: the company will provide for the existing customers an ability to charge their cars and will motivate people who have no electric vehicle to change the existing engine car by the electric one. Therefore, they will have a possibility to lessen their negative footprint for the ecology. Moreover, the non-customers of IKEA who are living nearby IKEA stores will be able to charge their cars in the parking spaces as well, and by this, they can be motivated to make the purchases in IKEA.
The environmental benefits: nowadays about 70.8% of all emissions in Russian market are dedicated to the emissions from the vehicles. Thus, the enlargement of the charging stations can boost the purchase of the electric vehicles and minimize the CO2 emissions by 5 times by 2020 (if it is assumed that the number of electric vehicles will achieve 1.5% of all cars’ market share by 2022).
[bookmark: _Toc73555103]3.4 The development of the additional small-sized production based on the collaboration with social entrepreneurs
The idea of the following recommendation was released since IKEA already has an expertise of collaboration with social enterprises and non-profit organizations, mentioned in a previous chapter. So that the recommendation of sustainable innovation will relate to the existing innovation of a new small production, which was opened with the support from the collaboration with a social entrepreneur Guzel Sanzhapova (in a small village Malyi Turish) and Anton tut ryadom fund (in Saint Petersburg, where IKEA created the production and hired the people with autism). 
The idea to launch the additional production occurred due to the substantial scope of factors, which are derived from the innovations such as the CO2 emissions, since local manufacturing requires less delivery time, in addition to this, it minimizes the custom duties costs and mitigates the risk of the devaluation of ruble. Furthermore, the innovation is aimed toward the providing the representatives of vulnerable society with the attractive job opportunities.
Thus, since the unemployment rate is nowadays one of the considerable issues by the beginning of 2021 around Russia, the viable innovation should be connected to the launch of a new manufacturing place in the region with the highest unemployment rate. Moreover, as the biggest distribution center is located in Esipovo area (the part of Moscow region), the choice of a place for the additional manufacturing should be connected to the close location to Moscow region in the way to minimize logistics costs and the emissions. In addition to this, it will be rationally to launch a new production not far from Saint Petersburg, as it is the second city after Moscow, where IKEA sells a lot of products. 
Among the regions, which are located not far from Esipovo and Saint Petersburg, with the highest unemployment rate is Yaroslvl’ region. The actual unemployment is equal to 7.1%107. Thus, it would be viable to launch the new production facility in that region. In regards of the products that can be produced in that small manufacturing, it can be the bed linen as well (similarly to the production in Malyi Turish and in Anton tut ryadom fund). In addition to this, IKEA can produce the curtains and fabric tablecloth. The choice of these products is connected to the fact, that the work with the textile does not require high investment in the equipment and the employees can be easily learnt by sewing craftmanship. Moreover, the production of these goods does require the narrow scope of material, such as threads and fabrics, and does not require the additional spare parts from the international markets. The innovation can help IKEA Russia to minimize the imported goods and promote the highly standardized local production. Thus, in the way to calculate the investment on the launch of a new production, which will manufacture the curtains, tablecloth and bed linen, all types of initial costs should be estimated. The table below indicates the costs needed to IKEA Russia in the way to launch a new production.
Table 9. The initial investments for the small-sized production launch
	The type of initial investment
	Costs

	The purchase of the commercial facility (120 sq. M.)
	8,000,000 rubles

	The purchase of sewing machines
	10*10,000 rubles = 100,000 rubles

	The purchase for additional equipment (needles, scissors)
	5,000 rubles

	Workplace equipment (tables, seats)
	40,000 rubles

	The kitchen and toilet equipment
	150,000 rubles

	Warehouse equipment (cupboards)
	30,000 rubles

	Ironing equipment 
	20,000 rubles

	Lightning
	20,000 rubles

	The firefighting and evacuation equipment
	50,000 rubles

	The development of the occupational health and safety
	20,000 rubles

	Hiring costs (12 employees)
	120,000 rubles 

	The training for the best standards
	20,000 rubles

	Totally:
	8,575,000 rubles


The square meters are calculated based on the requirements of a Rostpodrebnadzor, that demands the companies to provide for employees the working space of 100 sq. meters for 10 employees (Stopkoronavirus.rf, 2021).[footnoteRef:105] The costs are taken from the evaluation of the proposals in Cian website specifically in Yaroslavl region. The information in regards of the other needed equipment was calculated on the basis of the number of the required employees. The total number is equal to 10 (as in the production of Malyi Turish there are 12 full-time employees, where one of them is the production director, another employee is responsible for the procurement and logistics, another one is a quality control manager, while the other 9 employees are responsible for the production process). The price of the equipment was calculated based on the costs of the products (such as furniture) in the IKEA Russian website. The hiring costs implied the average monthly salary of two HR specialists who will be able to hire 12 employees in Yaroslavl’ region and help them to adapt during onboarding period.  [105:  Stopkoronavirus.rf (2020). (Rospotrebnadzor rekomendoval predpriyatiyam ogranichit' kolichestvo rabotnikov v pomeshcheniyakh. https://xn--80aesfpebagmfblc0a.xn--p1ai/news/20200420-2130.html] 

As Guzel Sanzhapova is an owner of a charity fund and have a tight connection with IKEA, the proper negotiations with that social entrepreneur may generate the additional investments in this socially beneficial sustainable innovation.
The recommendation analysis according to the Triple Bottom line
The economic benefits: in the long-run perspective the business will be able to sacrifice additional expenditures on the logistics, since the distribution of the goods in a local market is cheaper in comparison with the distribution from abroad (since the distribution from abroad requires increased distribution costs not only due to the long distances but also due to the additional costs on customs duties). However, the precise number of the saved costs is hard to predict owning to the fact that the information in regards of IKEA Russia yearly sales as well as the information on the current expenditures of the production and distribution costs is under the non-disclosure agreement.  
The social benefits: the key social impact from that innovation is that the citizens of the Yaroslavl’ region will be able to receive the additional working places with the competitive salary. It means that the unemployment rate in region will be decreased. Therefore, people will be able to increase their life conditions by the support of IKEA. Moreover, the additional business launch can potentially minimize the population outflow from the region.
The environmental benefits: as the small-sized textile production implies the intensive usage of manual labor, the key sustainable idea behind this production is the waste-free operations. It means that the small pieces of the textile may be utilized as a part of the image on the bed linen, so that IKEA will be able to minimize the textile waste from the production, positively influencing on the environmental conditions. In regards of the location of the new production, the company will also produce the positive impact from this sustainable innovation by the minimization of logistics. Unfortunately, there is no information in regards of the transportation that the business is utilized in the way to deliver the bed linen from foreign countries to Russia. Nevertheless, no matter whether it is a plane, train or vehicle, IKEA Russia minimizes its ecological footprint, since the production is supposed to be located nearby the main distribution center and the biggest cities of IKEA store.
[bookmark: _Toc73555104]3.5. The risk assessment of the proposed recommendations
	In the way to evaluate the viability of the proposed recommendations as the sustainable innovations the assessment of the risks for each recommendation should be performed. In the way to perform it, the Risk Scenario Matrix toll will be utilized. It will evaluate each risks, based on two main criteria: (1) The impact of the risk and (2) The likelihood of a risk.
	So that, the following chapter is aimed to identify the urgency and severance of each risk for the developed recommendations in the way that the business will be able to mitigate them in future perspectives. Afterwards, the Risk Scenario Matrix will be represented. 
The introduction of the circular economy initiatives for broader range of products in IKEA. 
· The risk that Free-Util’ company will decline the proposal of IKEA to be contracted on the proposed conditions. 
As this company is unique in Russian market, as the business that utilizes the mattresses in the sustainable way, sending the spare parts for the recycling, the risk is considered as the risk with high impact (in a significant way), since IKEA needs to implement sustainable innovations as soon as possible. However, it is relatively unlikely, since with the support of furniture giant IKEA, Free-util will be broadly promoted and will receive the additional revenue stream. Otherwise, as the solution for this risk mitigation, IKEA should communicate to Free-util business, that it can become flexible in the contracts’ conditions development. 
· The risk that customers of IKEA Russia will not be able to send the predicted number of mattresses for the recycling into Free-util service. The risk is very unlikely due to the fact that IKEA will promote the new sustainable innovations. Moreover, according to the interview with sustainable managers, the internal survey of IKEA indicated that Russian citizens request even bigger number of sustainable initiatives. Considering the impact of that the risk can bring to the company, it is moderate, since in that case IKEA will lose some part of potential commission fee from Free-util company. Furthermore, Free-util may consider the partnership with IKEA as not essential one and due to the poor number of the old mattresses taken from clients may break the contract.


The expansion of the charging stations for electric vehicles in IKEA parking space with the support of charging stations.
· The risk that IKEA Russia will not receive the subsidized support from the government for the establishment of charging stations. The following risk is very likely in regards of its probability since the government may have already developed the investment planning for the development the infrastructure for electric vehicles. Nevertheless, the risk is insignificant, since IKEA Russia will be able to cover the costs of the charging stations by own financial abilities (since the investments can be covered very quickly by the minimization of petrol usage).
· The restriction of the internal budget of IKEA for the purchase of the electric vehicles. This risk can directly influence on payback of the initiative. It means, that if IKEA Russia will have no new electric vehicles in auto park, this investment will not generate the ability for a business to generate the costs’ optimization. Considering the likelihood of the risk has unlikely status, since according to the interview with the manager of IKEA, the company has the great plans for the purchase of additional electric vehicles, which will in turn require the charging stations. In regards of the impact, it is minor, since even though IKEA will have minimum number of electric cars, the indirect profit would be generated by the new customers, who decided to use an opportunity of charging station in IKEA parking space. 
The development of the additional small-sized production based on the collaboration with social entrepreneurs
· The poor quality of the final goods produced in a new production point. According to the impact, it is significant, since IKEA promotes the international standards for goods and communicates that the quality of its products is really high. So that if the company is not able to match to the promises and does not fulfill the requests from customers, it can lose the reputation and, therefore, its market share. In regards of the likelihood, it is conditionally likely, since the employees can be not aware about the high-quality standards and just have no experience working in such conditions, which are aimed to support the high quality of products. So that, to mitigate the risk, IKEA Russia must develop the special inductions, so that all employees of a new production will be able to match with the identified standards.
· The risk of poorly qualified labor force in the region of production. In regards of the level of impact this risk is evaluated as an insignificant one, since the innovation will be devoted as the long-term initiative. So that, before the hiring, IKEA have the long period, and therefore it may develop the survey of the labor market, and if the qualification of a labor force will be poor, the business may develop the specified courses for the motivated candidates, who will be able to develop their hard skills before the start day. In regards of the likelihood, it the risk is unlikely, since the work implies the manual labor, connected to the daily routines of majority women in small regions, who have low level of income to spend additional money for the tailoring service.
So, to sum up the risks identified above, the risks Scenario Matrix is provided below, which evaluates each risk according to its likelihood and impact. 
Fig. 7. Risks Scenario Matrix for IKEA Russia sustainable innovations
[image: ]
Source: adapted from Project Management Academy (n.d.)[footnoteRef:106] [106:  Project Management Academy (n.d.). Retrieved May 25, 2021. https://projectmanagementacademy.net/articles/interview-part-i-pmp-exam/] 

As it can be seen, the major risks are related to the recommendation in regards of the mattresses recycling program, (risks 1 and 2) and the other one is related to the development of a new small-sized production in Russian region (risk 5). Therefore, in the way to mitigate risks, the recommendations mentioned nearby each risk have to be applied by IKEA Russia before the implementation of sustainable initiatives in life.
[bookmark: _Toc73555105]Conclusion of a final qualification paper
The following qualification paper is a consultancy project, which was aimed to provide the appropriate recommendations for IKEA business in Russian market in the field of sustainable development. The given theme of the paper was developed because nowadays the company has essential challenges in the introduction of its global sustainable objectives. These objectives are identified in the agenda of IKEA global strategy for sustainable development, called People & Planet Positive. IKEA is proactively introducing the innovative projects for a sustainable future, and even has achieved the great results and the high scoring among the “green” companies in Russia. However, the business still faces issues, connected to the peculiarities of Russian market, so that it is considerably hard for a business to commit to its global strategy due to the obstacles in Russia. Thus, the relevance of the topic is connected with the real managerial problem, which is derived from the challenges of the implementation of the sustainable initiatives in Russia, which are demanded by the international IKEA sustainability strategy. 
So that in the way to solve the managerial problem and to develop the proposals for the viable business recommendations, which can be both beneficial for global sustainability agenda and attractive according to the Triple Bottom Line for IKEA business in Russia, the various analysis was conducted, such as:
· Evaluation of a strategic positioning and sustainable orientation of a company;
· Assessment of the initiatives of sustainable development strategy globally and in Russia;
· The extended value Chain analysis through the prism of sustainable development;
· The sustainability-based analysis of the external environment (PESTEL-analysis) with the application to the furniture retail industry
· Evaluation of current initiatives of IKEA in Russia through the prism of sustainable innovations.
The research analysis identified above gave me an opportunity to develop the map of the SWOT-analysis, which was elaborated with the application on to the sustainable development agenda, based on the identified internal and external insights in regards of sustainability. The development of the detailed SWOT-analysis became the basis for the identification of the recommendations, which can become the most applicable for a business in such a way that IKEA Russia will be able to successfully commit to the global People & Planet Positive strategy.
Concluding everything mentioned above, based on the thorough analysis, three sustainable innovations were targeted toward the fulfillment of the goals from three key areas of the sustainable IKEA strategy. So that, the following was recommended for IKEA in Russian market:
1. The expansion of the circular economy initiatives for broader range of products in IKEA. The innovation will be targeted toward the introduction of a “Take back mattresses” program, which will be developed with the collaboration of Free-util company, which will help IKEA customers to recycle the utilized mattresses in a sustainable manner.
2. The expansion of the charging stations for electric vehicles in IKEA parking space with the support of charging stations’ provider called Simple Electric and with the possible subsidized financial support received from the governmental (as IKEA company in Russia aims to develop the infrastructure for the market of electric vehicles).
3. The development of the additional small-sized production based on the collaboration with social entrepreneurs, which implies the launch of the manufacturing in Yaroslavl’ region that will be able to provide IKEA stores with bed linen, tablecloth and curtains. It will give an opportunity for the locals to have an additional opportunity for work.
Afterwards, the risks’ assessment was performed with the tool of Risk Scenario matrix, which gave an opportunity for the evaluation of possibilities of risks for each recommendation in the way to identify their significance and the impact on the company’s performance.
To sum up, the qualification paper was achieved its key goal, which was the development of the solution for the identified managerial problem within IKEA Russia, based on the thorough analysis. 
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Firm Infrastructure: lack of collaboration with companies from unrelated industries

Human Resource Management: IKEA may expand initiative for disabled people employment

Technology Development: Not all stores and production implemented the technologies to become
entirely sustainable (still high emissions, waste)

Procurement: The lack of educational support for suppliers in regards of sustainability
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