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ABSTRACT 
 

Title: The dialogue of corporate governance and corporate social responsibility  

 

Subtitle: Based on entrepreneur’s values-based vision 

 

Keywords: Corporate governance, Corporate Social Responsibility, Values-Based 

Service, Values, New Governance 

 

Problem: Scholars and the business world have often viewed CG and CSR as 

parallel. But because globalization and the existence of MNEs has 

weakened government control, NGOs and other stakeholders are 

pressuring MNEs for transparency, accountability and disclosure in their 

global activities which involve social, environmental and ethical dilemmas. 

Stakeholders are also pressuring companies for values resonance.  

 

Purpose: The purpose of this research is to assess the integration of corporate 

governance and CSR based on an entrepreneur’s values-based vision.  

 

Methodology:  This exploratory research was conducted using a qualitative approach and 

the case study research method. Data collected included IKEA annual 

reports from 2003-2010 and external reports as well as information from 

relevant scientific articles and research books. A deductive approach was 

taken to analyze data through an interpretative procedure.   

 

Conclusions: The VBS of a company takes into consideration CSR and all resource 

integrators. However, CSR is not sufficient in itself to create a fully VBS 

company. There is need for CG principles to accomplish CSR strategies, 

goals and values that must be in resonance with other stakeholders’ values. 

Thus New Governance which is empowered by NGOs is a catalyst for the 

convergence and integration of CG and CSR in companies. We think that 

the business case of IKEA needs new governance to become a complete 

VBS. 
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1.  Introduction 

In the past decades the concepts corporate governance (CG) and corporate social 

responsibility (CSR) have intrigued both scholars and the business world but have mostly 

been debated independently. CG became more emphasized following the prominent 

corporate financial scandals and failures in which stakeholders were heavily affected 

causing scholars to focus on agency issues and shareholder value maximization (Mallin 

2010; Shleifer & Vishny 1997; Neal & Cochran 2008). Moreover CSR debates mostly 

resulted from the need for companies to be socially, economically and environmentally 

responsible in order to achieve sustainable development (Elkington 2006). The aftermath 

of the corporate scandals and collapses made the issue of responsibility to all stakeholders, 

shareholders inclusive become more important to corporations which have to find ways of 

creating value for the multiple stakeholders (Gill 2008; Enquist et al. 2006). However, with 

globalization, the demands and pressures by stakeholders for transparency and 

accountability have increased especially for multinational enterprises (MNEs) whose global 

activities affect a diversity of societies socially, economically and environmentally (Kolk & 

Pinkse 2009); yet they have many regulations to comply with. Thus scholars and the 

business world are now focusing on the convergence of CG and CSR following some 

similar traits of the two concepts in terms of new governance, stakeholder issues, business 

ethics and regulations (see Gill 2008; Jamali et al. 2008; Fassin & Rossem 2009; Hess 2008 

etc).  

 

In the past, markets were looking at companies but now companies are conforming to 

market demands for business ethics, accountability and transparency. The service dominant 

logic (SDL) facilitates the integration of ethical accountability into marketing decision 

making (Abela & Murthy 2008). Besides, other stakeholders like NGOs are increasingly 

influencing the strategies of companies on CSR (Winston 2002). Thus it has become vital 

for companies core values and foundational values (social and environmental 

responsibilities) to match the values of customers in order to create values resonance 

(Edvardsson & Enquist 2009). Drawing on the SDL FP9 where “all social and economic actors 

are resource integrators” (Vargo & Lusch 2008) the thesis studies IKEA a MNE and a values-

based service (VBS) (Edvardsson & Enquist 2009) to assess the convergence of CG and 

CSR based on an entrepreneur’s values-based vision (VBV). 
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1.1. Research Background 

The concepts of CG and CSR have intrigued many scholars but have mostly been 

researched as independent issues yet they could impact each other (Kolk & Pinkse 2009). 

The debates of CG and CSR vary within the literature as they have been developed from 

various disciplines ranging from law, finance, economics, management, accounting etc with 

CG often connected to financial scandals and corporate failures mostly caused by 

accounting irregularities (Gill 2008; Mallin 2010; & Grant 2003) and CSR connected to 

social, economic and environmental responsibility (Elkington 2006). Both CG and CSR 

have been understood differently by scholars and companies because of the numerous 

evolving distinct theories on them. As such there is no generally accepted definition for 

both CG (see Cadbury 2000; OECD 1999 in Mallin 2010; Shleifer & Vishny 1997; Ryan et 

al. 2010 etc) and CSR (see Bowen 1953, Carroll 1991; Gray 2006; Vogel 2005 etc) and this 

has led to confusion and controversy of CG and CSR in the business world and 

academically (Elkington 2006).  

 

Some scholars have suggested that CG and CSR encompasses ethics (Rossem & Fassin 

2009), others that CSR is an internal issue or external issue to companies (Kolk & Pinkse 

2009), while others see CG as shareholder value focused (for example Shleifer & Vishny 

1997) and CSR as stakeholder focused (Waddock & Bodwell 2004; Enquist et al. 2006). 

Today there are new directions and debates for CG and CSR in the literature, CG as a 

driver of excellent CSR (Shahin & Zairi 2007) and CSR movement portrayed in new 

governance (Gill 2008; Hess 2008). But all these controversies arise from the contradictory 

demands and pressures from stakeholders and the need for compliance and response to 

these demands (Fassin & Rossem 2009). 

  

Moreover, MNEs which contribute to economic growth have at times reduced the strength 

of government control and are being condemned for holding investor’s interests over 

society’s (Ghadar 2007). As such MNEs are being highly pressured for transparency, 

corporate accountability and disclosure in their global activities where social, environmental 

and ethical dilemmas can be seen (Kolk & Pinkse 2009; Ghadar 2007). Moreover, wider 

societal concerns like business ethics in value chains, bribery and corruption, climate 

change etc are now discussed in corporate boards and with the Triple Bottom Line (TBL) 

concept (now a corporate board responsibility), companies have to create economic, social 
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and environmental value (Elkington 2006). This is changing business thinking and 

strategies. Even Freeman et al. (2004) argued that business and ethics should not be 

separated.  

 

With the growing concern for accountability, business ethics and transparency, the scope of 

CG has now broadened. Previously businesses and scholars viewed CG as parallel with 

CSR (Fassin & Rossem 2009) but now its tending towards a convergence with CSR (see 

Hess 2008; Gill 2008; Jamali et al. 2008; Kolk & Pinske 2009) in that now companies have 

to ensure that their core values (those that form the company culture) and foundational 

values (social and environmental values) resonate with the customer’s values (Edvardsson 

& Enquist 2009). One way to effect this is through the Service dominant logic (Vargo & 

Lusch 2008). Since this has been studied theoretically and empirically with CSR (see 

Edvardsson & Enquist 2009) but not with CG, SDL will be used as a framework in this 

thesis to assess the convergence of CG and CSR mainly focusing on FP.9 where “all social 

and economic actors are resource integrators” (Vargo & Lusch 2008) to make values resonance 

central to the enterprise.  

 

1.2. Purpose of the Thesis 

With reference to the research background and challenges, the purpose of this research is 

to assess the integration of Corporate governance and CSR based on an entrepreneur’s 

values-based vision. Drawing on exploratory and longitudinal studies on VBS in IKEA, the 

thesis aims to assess the research gap on the linkage of IKEA’s governance principles and 

CSR based on their VBV.  

 

1.3. Research Questions 

How can CG and CSR be integrated based on values-based service thinking?   

 

How can the convergence of CG and CSR be realized in the case of IKEA based on the 

entrepreneur’s vision? 
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1.4. Structure of the Thesis   

Chapter 1 introduces the thesis and presents the research background from which the 

purpose and research questions for the study are drawn. It ends with the framework for the 

whole thesis.   

 

Chapter 2 describes and motivates the research methodology applied in this thesis both 

theoretically and practically.  

 

Chapter 3 provides the theoretical and conceptual framework on key concepts like 

corporate governance, corporate social responsibility, values-based service and new 

governance to provide an understanding for the case. 

 

Chapter 4 presents the empirical data of the business case of IKEA in the area of the 

concepts in the theoretical and conceptual framework.  

 

Chapter 5 analyzes and interprets the empirical data with the theory while answering the 

research questions. It also entails our final reflections and contributions to the thesis. 
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2. Research Methodology 

2.1. Introduction 

This chapter describes and motivates the research methodology applied in this thesis both 

theoretically and practically. The research was conducted using a qualitative approach and 

the case study research method. The research design was an exploratory study and data 

collected was both primary and secondary. A deductive approach and interpretative 

procedure was used in the analysis. Validity and reliability of the research is provided at the 

end with a summary on the chapter. 

 

2.2. Research Approach 

Qualitative research findings are not arrived at by means of statistical procedures or other 

means of quantification (Strauss & Corbin 1990; Ghauri & Grønhaug 2010) although 

quantification in qualitative research can’t be ruled out completely (Bryman & Bell 2007). 

Given the nature of the research problem, this thesis took on a qualitative approach but 

also used quantitative figures in the empirical data to illustrate the growth and development 

of IKEA. Nevertheless, there isn’t that much distinction between quantitative and 

qualitative research other than that of the former method applying measurement which the 

latter does not (Bryman & Bell 2007; Ghauri & Grønhaug 2010) meaning that the 

difference lies in the procedure. There is an enormous amount of research on the concepts 

of CG and CSR but as independent issues. However, little research on their integration has 

been done. With this in mind, this research was conducted using the qualitative research 

approach because it was appropriate for providing understanding and unveiling what was 

hidden behind the integration of CG and CSR on which there was insufficient information 

(Ghauri & Grønhaug 2010; Cooper & Emori 1995). It was also an appropriate method to 

explore the convergence of CG and CSR based on the entrepreneur’s vision. 
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2.3. Research Method 

 

2.3.1. Case Study Research 

According to Brown (1998), a case study is a means for a flexible but detailed examination 

of an event or situation which the researcher believes to have features of an identified 

theoretical principle. The Case study research can be used in descriptive, exploratory and 

explanatory  studies (Yin 2009; Cooper & Emori 1995) as well as in business studies 

particularly when the phenomenon to be studied is rather complex (Ghauri & Grønhaug 

2010). Since there was a lot research on the concepts of CG and CSR as independent 

issues; yet insufficient research on their integration and no research on how the two 

concepts could be linked based on the entrepreneur’s VBV, it was suitable to conduct a 

case study research to provide understanding for the complex problem. According to Yin 

(2009) it is essential to develop a theory first with the case study design even if it is 

intended to develop or test a theory. That is why a theoretical and conceptual framework 

was developed first in this thesis before collection of empirical data; the theory was also 

used to analyze the information found on IKEA.  

 

Other writers view a case study as “a description of a management situation” (Ghauri & 

Grønhaug 2010:109) and for studying change in a company (Gummesson 2000). Since 

management circumstances were dealt with in this thesis our studies on IKEA included 

changes in strategies, growth, codes of conduct, and management with a focus on the 

thesis topic. To achieve this, IKEA’s sustainability reports (social and environmental 

reports) over a period of eight years were studied. A span of eight years was chosen 

because we wanted a deeper assessment of IKEA’s annual reports. Thus a longitudinal 

study was conducted to assess the change and development (Saunders et al. 2009) in IKEA 

basing on their annual reports from 2003 to 2010.  

 

According to Brown (1998:93) case studies “tend to be in harmony with the reader’s own 

experience…” and they are designed to provide alternative interpretations (Brown 1998). 

That is why our experiences and knowledge gained from studying the master’s program in 

business administration were used to interpret the case study. The use of case studies 

depends on the research problem and objective (Ghauri & Grønhaug 2010). They can be 

used to provide description, test theory or to generate theory (Eisenhardt 1989; Ghauri & 
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Grønhaug 2010). In this thesis, the case study was used to test theory and understand our 

ambiguous research problem. Case studies are also used for initiating change (Kjellen & 

Soderman in Gummesson 2000). That is why our research concludes that IKEA also needs 

CG in order to become a complete VBS. Case study research focuses on understanding the 

dynamics or behaviour existing within single settings or organization (Eisenhardt 1989; 

Ghauri & Grønhaug 2010) that is why the thesis focused on only IKEA as the case study.  

 

Case Study Criteria 

Must be a global and private company  

Must be profitable and with continuous growth 

It should be founded by an Entrepreneur  

Must have a big CSR engagement 

 Must have a Values-based vision 

 

Table 1: Criteria for Choosing the Case Study 

 

2.4. Research Design 

 

2.4.1. Exploratory Study  

An exploratory study is defined as “a valuable means of finding out ‘what is happening; to seek new 

insights; to ask questions and to assess phenomena in a new light” (Robson 2002 in Saunders et al. 

2009:139). Exploratory studies are usually conducive where the research problem is partly 

understood (Ghauri & Grønhaug 2010; Saunders et al. 2009). In this thesis, an exploratory 

study was conducted because the problem under investigation was partly understood and 

thus required in-depth understanding in order to assess the integration of CG and CSR 

based on an entrepreneur’s VBV. It is also an exploratory study because the journey of this 

thesis began when we studied the subjects of ‘Business in a sustainable society’ where we 

first learnt about our case study, ‘IKEA’ from exploratory studies on IKEA as a values-

based service (Edvarsson & Enquist 2009). We therefore had the objective of exploring 

IKEA further in the area of ‘corporate governance’ another subject studied under the 

masters program to meet our research purpose. As Saunders et al. (2009) reveal, 

exploratory studies are usually flexible in that the researcher should not be rigid to change 
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their direction when new information comes up. This was witnessed when writing this 

thesis as more and more information emerged in the media concerning IKEA on issues 

that were pertinent to our research and that influenced our perspective, focus and 

conclusions on the case. 

 

2.4.2. Historical Review 

Reviewing history involves finding out and describing what happened in the past in order 

for the present to be comprehended and the future to be planned for (Ghauri & Grønhaug 

2010). That is why the history of IKEA was described in this thesis because it was a catalyst 

for understanding the foundation of the company’s values, business concept, governance 

principles and business model. Moreover, also relevant past literature on IKEA generated 

by some scholars was taken into account in order to understand the dynamics of the 

company. Also history was used to understand the change processes in the company and 

the developments in the past in connection to their governance principles and CSR by 

studying the company’s early annual reports.  

 

2.5. Data Collection  

Data collection largely depends on the research method employed for a study (Cooper & 

Emory 1995) for example qualitative research in this thesis. The qualitative data used in this 

thesis constituted both primary and secondary data. Normally, qualitative data is in the 

form of spoken or written words (Denscombe 2007). In this thesis it was in form of 

written words. 

 

According to Saunders et al. (2000) “primary data” constitutes company reports, theses, 

emails, conference reports etc. Cooper and Emori (1995) also suggest that the number of 

records to be examined must be classified. In this research it was mainly annual company 

reports that were used. The focus was on the social and environmental responsibility 

reports of IKEA from  2003 to 2007, the sustainability reports from 2008-2010 as well as 

the annual financial reports of IKEA from 2009-2010 (since IKEA has just began 

publishing). This provided us with better understanding of the dynamics, challenges and 

change processes and improvement efforts of the company pertaining to the research topic 

and problem. Thus it was advantageous for us to use those IKEA reports because it 
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enabled us to conduct a longitudinal study on IKEA and it was easily available on the 

internet which enabled us to collect data faster (Saunders et al. 2009). Despite this we know 

that the research would have had an additional benefit had we conducted in-depth 

interviews commonly used for exploratory research (Saunders et al. 2000). But also four 

months may not be sufficient to effectively complete exploratory studies, that is why we 

used external reports to authenticate this study. 

 

According to Saunders et al. (2000) “secondary data” includes; books, organization’s websites, 

journals, internet and newspapers etc. Similarly, IKEA’s website, media reports and media 

accounts like television from the internet were used to collect secondary data for the 

empirical part. Secondary data is useful in solving, understanding and explaining the 

research problem (Ghauri & Grønhaug 2010). The theoretical and conceptual framework 

for this thesis was written with the help of articles from relevant journals in databases like 

Emerald, Business source premier, science direct and Sage premier, while the research 

methodology was mainly written with the help of Business research method text books. 

The internet was a major help in pointing out the day to day challenges in the business 

world regarding the case study. All these sources enabled us to understand the research 

problem and to make the analysis. The key words used in the literature search were 

corporate governance, corporate social responsibility as independent terms and both terms 

together, values-based service, values and new governance. The recent literature was our 

target except in areas where a background of phenomena was needed. 

 

2.6. Data Analysis 

Qualitative research comprises three major aspects; Data, Interpretive or analytical 

procedure and the report (Miles & Huberman 1994; Ghauri & Grønhaug 2010) of which 

all were part of this thesis. Reliance on theoretical propositions that led to the case study is 

also an analytical strategy (Yin 2009). Indeed theoretical propositions were relied on to 

analyze the empirical data. Also meaning that data was analyzed using the deductive 

approach where the theory was tested (Bryman & Bell 2007; Saunders et al. 2009) and 

interpreted (Strauss & Corbin 1990). According to Saunders et al. (2009:116), 

interpretivism advocates that researchers are social actors who should “interpret the social roles 

of others in accordance with their own set of meanings”. In the analysis of IKEA, our experiences, 

prior knowledge and understanding of the concepts studied (CG, CSR and VBS) from 
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which we generated a set of meanings were used for interpretation. Saunders et al. (2009) 

also stress that in the interpretivist philosophy the researcher becomes part of the research 

which makes them subjective and concentrates on the reality behind the details of the 

situation. That is why we critically studied IKEA reports to find out details about their 

business thinking, but yet also looked at external reports on IKEA from the internet to 

avoid bias. This enabled us to generate our own meanings and interpretations about 

IKEA’s business strategies and philosophies with regard to our research questions.  

 

The final conclusions are drawn at the end of data collection but can be verified while in 

progress (Miles & Huberman 1994). In most cases the theoretical framework shapes the 

researcher’s conclusions (Saunders et al. 2009). Our conclusions were drawn from the 

theoretical and conceptual framework and the results from the empirical analysis. But also 

our opinions and suggestions were provided at the end of the thesis.  

 

2.6.1. Limitation 

Much as we emphasized the use of annual reports, it was not our original wish. The nature 

of our topic necessitated conducting interviews at top management level of which we were 

unfortunate to get any interview opportunity despite several trials. Another challenge we 

faced was language barrier as some of the very important reports were in Swedish and 

French, necessitating interpretation which took much time. But nevertheless, we studied a 

wide span of the company reports in addition to external reports which gave us enough 

information to complete the research.   

 

2.7. Validity and Reliability   

Validity and reliability are some of the main objections for case study research (Brown, 

1998). According to Saunders et al. (2009:157), “Validity is concerned with whether the findings are 

really about what they appear to be about”. Reliability is the notion that if the researcher or 

someone else were to conduct the same study again, they would come to the same results 

as the first one (Brown 1998; Yin 2009). In order to provide a valid and reliable research, 

we studied a wide span of data on IKEA from 2003-2010 annual reports and did not only 

rely on IKEA’s information only but looked outside IKEA for example at NGO’s reports 

and several media reports that have and are still publishing about IKEA. We mainly used 

recent literatute to write the theoretical and conceptual framework except for a few cases 
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where there was need to provide the origin of a term used. The research methodolgy was 

also supported by theory to make the research process reliable. However, we can not 

generalize our findings to other companies since it was not the objective for conducting 

this research (Saunders et al. 2009), instead it was to focus on one company – IKEA. 

Nevertheless, an understanding of what is going on in IKEA group has been provided 

(Ibid). In addition to that, we trust the source from which we got the reports since IKEA is 

a reputable organization. 

 

2.8. Summary of the Chapter  

Following this research methodology, we were able to understand our research problem 

and find ways to the solutions of our research questions. This was achieved through our 

theoretical and conceptual framework, which is the focus of the next chapter.  
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3. Theoretical and Conceptual Framework 

This chapter provides the theories used in this thesis on the concepts of CG, CSR and VBS 

as well as their integration. 

3.1. Corporate Governance  

The concept of corporate governance (CG) became vital to researchers after the past 

decade of financial scandals that led to the collapse and failures of some prominent 

companies for example Enron, Barings Banks and China Aviation Oil (Mallin 2010). 

However, these failures were not the mastermind of CG codes, the 1960’s and 1980’s 

witnessed many scandals which echoed the need for a voluntary or compulsory structure to 

be a guide for CG (Davies & Schlitzer 2008). Also the Sarbanes-Oxley Act of 2002 was 

formed to try and mitigate these problems, thus companies were coerced to seriously 

review their governance structures (Grant 2003).  

 

The recent global financial crisis is connected to failure to practice good CG and in fact 

Organization for Economic Co-operation and Development (OECD) issued a report in 

2009 on ‘CG lessons from the financial crisis’ (Mallin 2010). Although CG codes and 

principles have become very important to companies they cannot be one and the same 

worldwide. The diversity in corporate ownership structure, culture, legal and financial 

systems attributes to why countries and companies formulate their own governance codes 

and principles to fit within their business environment (Davies & Schlitzer 2008; Kolk & 

Pinkse 2009; Fassin & Rossem 2009; Mallin 2010). According to Ryan et al. (2010), it is 

inevitable for governance researchers to take on new approaches both theoretically and 

methodologically in order to get new directions for the research on CG. Thus a few 

scholars are now focusing on ‘new governance’ for multi national enterprises (MNEs) 

which takes into account CSR in CG discussions and non-financial reporting (see Hess 

2008; Gill 2008; Shahin & Zairi 2007; Jamali et al. 2008). This shows that CG is constantly 

adjusting to the changes in the environment (Davies & Schlitzer 2008). 

3.1.1. Corporate Governance Definition  

Corporate governance is a fairly new phenomenon in the business world, however the 

theories from which it has developed emerge from diverse disciplines ranging from 

management, finance, economics, accounting, law and organizational behaviour (Mallin 

2010). For that reason, the term ‘corporate governance’ does not have a single definition. 
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According to Shleifer and Vishny (1997) “corporate governance deals with the way suppliers of 

finance to a corporation assure themselves of getting a return from their investment”. CG is also defined 

as “the system by which companies are directed and controlled” (Cadbury 2000). To Ryan et al. 

(2010) “Corporate governance comprises the roles, responsibilities, and balance of power among executives, 

directors, and shareholders”.  

CG has been seen in a more comprehensive way by the OECD (1999) in Mallin (2010:7) 

where CG is defined as:   

 

“…a set of relationships between a company’s board, its shareholders and other 

stakeholders. It also provides the structure through which the objectives of the company are 

set, and the means of attaining those objectives, and monitoring performance, are 

determined.”  

 

With the above definition, CG can provide shareholders with increased confidence for a 

fair return on their investment while company stakeholders can be assured that the 

companies manage their impact on the society and environment responsibly (Kolk & 

Pinkse 2009). This is confirmed in the description “corporate governance deals with holding a 

balance between economic and social goals and between individual and communal goals” (Cadbury 1999 

in Mallin 2010:7). To sum up, CG is basically about what the business is for and in whose 

interests companies should be run and how (Elkington 2006). 

3.1.2. Theories of Corporate Governance 

There are several theories linked to corporate governance development for example 

Agency theory, stakeholder theory, stewardship theory, transaction cost etc, but the extent 

of their applicability is dependent on the development level of a particular country (Mallin 

2010). The agency and stakeholder theories have mostly incited researchers (Sullivan 2000) 

and will also be the theories the thesis will look at. 

 

Agency Theory   

Berle and Means (1932) contributed a lot to the notion of CG in their description and 

examination of agency problems resulting from the separation of ownership and control in 

organizations and how shareholder value can be exploited (Gill 2008; Mallin 2010). CG has 

therefore often been considered to be about the principal-agent relationship where the 

owner of the firm is not its manager (Bouy 2005). This setting constituted the foundation 

of the shareholder model dominance (Bouy 2005; Heath 2009).  The Agency theory can be 
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problematic in that, incidences of power misuse by the owner or conflict of interest by the 

agent can arise (Mallin 2010; Heath 2009). Therefore in order to build shareholder 

investment confidence the business society turned to CG to facilitate reduction of these 

agency problems. Moreover the focus on agency conflict resolution made the CG dialogue 

to acknowledge the supremacy of the shareholder primacy model, the law and economics 

view of economic efficiency (Gill 2008). 

 

Stakeholder Theory 

Several researchers have considered the stakeholder theory as a political matter rather than 

an economic theory of governance (Sullivan 2000; Freeman 1994) and others a 

management issue (Freeman et al. 2004). Moreover the conventional perspectives of 

modern economics and management theory have been criticized by stakeholder scholars 

(Donaldson 2002). Having two world views; shareholder view vs. stakeholder view is like 

having apple vs. fruit (Freeman et al. 2004). According to Mallin (2010) the stakeholder 

theory not only focuses on the shareholders but is composed of a broader group for 

example employees, shareholders, customers, suppliers, government, providers of credit, 

the local community, and interest groups like environmental groups. See illustration of the 

stakeholder group in figure 1 below 

 

Figure 1: The Corporation and its Stakeholders 

Source: Mallin (2010:64) 
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Jensen (2002) emphasized the stakeholder theory strength on value maximization and 

advised managers to take heed to all constituencies that affect the firm. The stakeholder 

theory postulates the inevitability for values in business and refutes the separation thesis of 

business and ethics (Freeman 1994; Freeman et al. 2004). Thus the concept of value 

creation and business is closely linked to the notion of creating value for all stakeholders, 

basically to arrive at a win-win situation (Freeman et al. 2004). The stakeholder theory 

queries the firm on two grounds; ‘its purpose and management’s responsibility to its 

stakeholders’ (Ibid). This necessitates ethical thinking where respect for other stakeholders 

is demanded and their reasoning also taken into account (Donaldson 2002). The 

implication of the stakeholder theory is that firms could profit from engaging from some 

CSR activities that are vital to other stakeholders (not shareholders) who support the firm 

(McWilliams et al. 2006). 

 

3.2. Corporate Social Responsibility  

The concept of CSR has become very important for researchers and the business world. 

Early scholars of CSR first referred to it as ‘social responsibility’ (Carroll 1999). 

‘Responsibility’ for corporations has traditionally been to make money and increase 

shareholder value (Friedman 1970). But Enquist et al. (2006) argue that besides making 

profits, companies are responsible for their entire impact on stakeholders and the planet.  

 

Thus CSR is also a sustainable development thought that stresses the balance of three 

components in the triple bottom line (TBL) by companies; economic wealth, social equity 

and environment regeneration (Elkington 1997 in Sebhatu, 2010). Meeting needs like 

economic, social, cultural and political needs "without compromising the ability of future generations 

to meet their own needs" (sustainable development) means: minimizing use or waste of non-

renewable resources; sustainable use of renewable resources; keeping within the absorptive 

capacity of local and global sinks for wastes (Barbier 1987).  
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3.2.1. CSR Definition 

The concept of corporate social responsibility (CSR) has attracted a wide debate in the 

literature regarding its purpose and meaning. CSR was first defined by Bowen (1953) in 

Carroll (1999) as “the obligations of businessmen to pursue those policies, to make those decisions, or to 

follow those lines of action which are desirable in terms of the objectives and values of our society”. 

But today there is no universal definition of CSR (McWilliams et al. 2006) as noted below.  

CSR is defined as “situations where the firm goes beyond compliance and engages in ‘actions that appear 

to further some social good, beyond the interests of the firm and that which is required by law” 

(McWilliams et al. 2006). Gray (2006) describes CSR as “the totality of the corporation’s financial, 

social, and environmental performance in conducting its business, to create value”.  

In a more specific way, CSR means “the social responsibility of business encompasses the economic, 

legal, ethical, and discretionary expectations that society has of organizations at a given point in time” 

(Carroll 1991).  

                                         

 

Figure 2: The Pyramid of Corporate Social Responsibility 

Source: Carroll 1991 
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3.3.2  Other Perspectives on CSR 

The awareness of the business case for CSR increased the thought of the evolution of CSR 

literature and companies financial goals in that there is a shift from a focus on ethics to 

performance (Carroll 1991). With the old style of CSR “doing good to do good” the focus 

was on social aspects while economic value as a motive to CSR was ignored; but the new 

world of CSR “doing good to do well” emphasizes the need to maintain a close assessment 

of the CSR initiative and company performance relationship (Vogel 2005). Thus CSR is not 

for philanthropy for doing good to do good but instead more for doing well (Enquist et al. 

2008).  

 

CSR is an important factor for profitability and should be central to the company’s overall 

strategy for its achievement (Vogel 2005). In fact CSR and profit were found to be 

positively related in innovative firms (Xueming & Bhattacharya 2006 in Enquist et al. 

2008). However, it does not necessarily mean that more responsible firms will be more 

profitable than less responsible ones (Vogel 2005). Usually established firms in large 

industries invest more in CSR and are expected to reap more also in terms of reputation 

and protection (McWilliams et al. 2006). Other views are that CSR is a proactive tool for 

value creation if used innovatively by companies to achieve ‘smart’ solutions (Edvardsson 

& Enquist 2009). But Roberts (2001) sees CSR as an ethics of narcissus where companies 

want to be seen as ethical when they are not (Roberts 2001). All this shows that the CSR 

movement that advocates for broader corporate responsibilities for the environment, local 

communities, working conditions and ethical practices has gained impetus (Vogel 2005). 

 

3.3. Dialogue between CG and CSR 

CG and CSR are two prominent independent research areas in the literature with 

enormous significance globally however the scholarly debate on their linkage is still 

evolving. Concepts like CSR, CG, Corporate sustainability, corporate citizenship and TBL 

are increasingly becoming the yardstick for defining ethical business (Shahin & Zairi, 2007). 

CG that stemmed from shareholder’s perspective has been emphasizing the accountability 

and transparency on the product and capital markets (Zattoni & Cuomo 2008 in Fassin & 

Rossem 2009). On the other hand, CSR was influenced by stakeholder groups that call for 

greater accountability, information and communication on the environmental demands in 

the global world economy (Fassin & Rossem 2009). Both CG and CSR include an ethical 
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element in that with CG, ethics is explicitly communicated by company practice while with 

CSR ethics is seen in CSR statements and publications (Ibid).  

 

Since there is no global standard for responsibility, no universal code of conduct (COC) 

and no standard system for TBL reporting (Waddock & Bodwell 2004), most corporations 

are using the Global Reporting Initiative (GRI) guideline for preparing their social reports 

(Hess 2008) while others follow the UN global compact (UNGC) principles (Waddock & 

Bodwell 2004). The UNGC principles are demarcated into four sections; human rights, 

labour, the environment and anti-corruption and companies are requested to adhere to the 

principles by integrating them into their core values (UN Global compact 2011). The 

UNGC principles help entrepreneurships to promote CSR practice throughout their 

activities and act as a guide to demonstrate implementation and communicate progress to 

their stakeholders (UN Global Compact 2011).  

 

According to Enquist et al. (2008) these principles are a good beginning for CSR thinking 

as they focus on public accountability, transparency, and the self-interest of companies, 

labour, and civil society to initiate and share substantive action. Thus, these principles 

ought to be an integrated part of an entrepreneurships' mission and vision for responsible 

behaviour (Werhane 2010). From the ten UNGC principles, this thesis focused on 

principle 3, 5 and 10, which state that; 

 

3) Businesses should uphold the freedom of association and the effective recognition of the right 

to collective bargaining; 5) the effective abolition of child labour; 10) Businesses should work 

against corruption in all its forms, including extortion and bribery (UN Global compact 

2011). 

 

Wilson (2000) lists ‘Governance’ as one of the seven new rules for corporate conduct. In 

this rule, the need for “the corporation to be thought of, managed and governed more as a community of 

stakeholders and less as the property of owners” is emphasized. Thus ethical thinking is positioned 

in the heart of stakeholder theory (Donaldson 2002). Similarly, Freeman (1994) argues that 

for trust to be built in a relationship, the ethical dimension must always be considered in 

the stakeholder perspective. Further more, most organizations engage in CSR because of 

CSR values, norms, and governing principles of an organization (Enquist et al. 2006). 

Elkington (2009) in Fassin & Rossem (2009) indicated that there is relationship between 
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corporate responsibility, ethics and governance. Thus the CSR movement has caused CG 

to become a channel through which management thinks broadly on ethical concerns (Gill 

2008) hence making CG to be seen as a pillar for CSR (Jamali et al. 2008). 

3.4. New Governance – The Interaction between CG and CSR 

New governance is still a new concept to researchers. The increasing rate at which the 

private sector is influencing public policy and regulation is a sign of new governance (Gill 

2008). Moreover, democracy, deregulation, privatization and market systems are the trend 

worldwide (Wilson 2000). Business regulation primarily comes from increasing the number 

of codes and the guidelines initiated by businesses and regulators. Moreover, new 

governance is mostly emphasized where corporate conduct is concerned because it 

addresses self-regulation and meta-regulation through which CG and CSR converge (Gill 

2008).  

 

Self-Regulation and Meta-Regulation 

The concept of corporate self-regulation has attained significant consideration in 

international agencies and business entities as it now acts as a match or alternative to the 

official governmental regulation (Gill 2008). Codes of conduct normally entail stipulations 

for corporate ethics, moral guidelines, and CSR matters like human rights, labour, the 

environment, and sustainable development (Ibid). However, codes of conduct have not 

been spared of criticism. Concerning new governance, the basic free market beliefs of self-

regulation have been criticized on the pretext that it is complex to scrutinize the codes’ 

possibility to create change and others have argued that codes of conduct have not exactly 

improved corporate behaviour globally (Ibid). Notwithstanding that, even though the code 

is strongly monitored, it necessitates change in the business culture and decision making for 

it to have effect on the premise (ibid). 

 

Self-regulation is also characterized by non-financial reporting (Gill 2008) for example 

corporate social reporting (see Hess 2008) which basically communicates to society a 

company’s CSR policies and is a medium for transparency, accountability and dialogue 

between companies and their stakeholders (Gill 2008). Similarly, Hess (2008) argues that 

“disclosure of material information, dialogue with stakeholders and the moral development of the 

corporation” are necessary for effective corporate social reporting. For that reason, 

companies publish CSR or sustainability reports according to the GRI (Hess 2008; Gill 

2008) and others have integrated CSR and governance in their annual financial reports (Gill 
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2008). Moreover, according to Hess (2008), the evolution of corporate social auditing 

shows that it “is on the verge of becoming mainstream practice with the GRI leading the way”. Hence 

the codes of conduct and non-financial reporting tendency show how corporate self-

regulation is a channel for linking CG with CSR (Gill 2008). 

 

For self-regulation of corporate conduct to be effective there is need for external 

supervision, which brings about Meta-Regulation (Ibid). Other than regulators, meta-

regulation is conducted through participation in the process by stakeholders. Just like self-

regulation, meta-regulation is also a medium for the convergence of CG and CSR to create 

a combined regulation (Gill 2008).  

 

According to Gill (2008), CG is graduating from a focus on the agency problem to enable 

managers and investors to pursue stakeholder involvement. Similarly, CG has gradually 

advanced from the conventional ‘profit centered model’ to the social responsibility model 

(Shahin & Zairi 2007). Emphasis on the firm’s commitment to stakeholder dialogue depicts 

a close relation between CG and CSR (Jamali et al. 2008) and stakeholder collaboration 

paves way for creating economic wealth (Shahin & Zairi 2007). CG is slowly including 

concepts like “non-financial accountability, ethical codes and standards of conduct, socially driven 

investment and fiduciary duties, board diversity, stakeholder engagement, sustainability reporting, and 

socially responsible business strategies” which has made it complex to differentiate between CG 

and CSR in the international economic scene (Gill 2008). Nowadays CG and CSR have 

both become important globally highlighting the need for accountability by companies and 

also the pressure for their convergence has become vital especially in large MNEs (Jamali et 

al. 2008). Indeed, it is now questionable whether social reporting guidelines being 

voluntarily applied lead corporate disclosure, dialogue with stakeholders and moral 

development (Hess 2008). 

 

3.5. Values Based Service Business 

Since the 18th century, when moral and economic value was studied in moral philosophy, 

many disputes emerged regarding the relationship between economic and ethical value 

(Ramirez 1999). Value is not only seen in terms of economic value but now value is linked 

to values (Edvardsson & Enquist 2009). Values are “the principles, standards, ethics and ideals 

that companies (and people) live by” (Waddock and Bodwell 2007 in Edvardsson & Enquist 
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2009:1). In the traditional thinking of value creation, companies were in a value chain with 

suppliers and added value to suppliers’ inputs before they were given customers (Normann 

& Ramirez 1993). This was the good dominant logic (GDL) that focused on value-in-

exchange (Vargo & Lusch 2004).  

 

But in this rapid service business world, philosophies and theories have led to the 

rethinking of value and value creation and thus the emergence of the new service paradigm 

‘Services-dominant logic’ (SDL) (ibid). SDL is basically about value creation and value co-

creation, where value is interpreted as ‘value-in-use” (Vargo & Lusch 2004). However, of 

the ten fundamental premises for the SDL this thesis focused on FP9 where “all social and 

economic actors resource integrators” meaning that “the content of value creation is networks of networks” 

(Vargo & Lusch 2008). However, Sebhatu (2010) argued for a sustainable service dominant 

logic (SSDL) because SDL does not address major global sustainability and business 

challenges and thus he advocated for a new business thinking where SDL and CSR are 

considered together in transforming the business environment (Ibid). Thus we focus also 

on environmental actors in FP9. In fact, Edvardsson and Enquist (2009) argue that CSR 

should be linked to the VBS of the company in that while doing good with customers’ 

value and other stakeholders, the company is doing well in order to achieve resonance with 

their values. Thus a VBS is defined as “service that is firmly based on the core company values as well 

as social and environmental responsibility” (Edvardsson & Enquist 2009:3). 

   

3.6. The Role of External Stakeholders 

Stakeholders have become key players in the corporate scene because society is well 

informed about how they can affect a company’s wealth without necessarily having 

shareholder or managerial power (Pruzan 1998). Stakeholders like non-governmental 

organizations (NGO) influence the behaviour of MNE’s but cannot enforce change in 

organizations without mobilizing customers and governments (Winston 2002). This shows 

that NGOs have attained much power in governance issues and in driving CSR initiatives 

(Ghadar 2007). 

 

Nowadays companies should disclose fully the good and the bad information on the social 

and environmental aspects to their stakeholders to avoid green washing (Lyon & Maxwell 

2008). If companies deliberately keep away from full disclosure and reporting about their 

environmental or social performance, societal stakeholders such as NGO that act as watch 
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dogs often put pressure on them to be socially responsible (Sebhatu 2010). These NGOs 

influence other stakeholders such as customers to boycott the company products and 

services through the help of media (Lyon & Maxwell 2008). Similarly, NGOs can pressure 

governments and corporations for accountability and transparency especially regarding 

human rights, environment and labour standards through public education (Ghadar 2007). 

 

According to Winston (2002), NGOs play roles as engagers and confronters. As engagers 

NGOs aim to bring corporations into dialogue and encourage them to willingly adopt 

codes of conduct, but as confronters they become adversarial to corporations who only act 

when their financial interests are in danger (Ibid). As such NGOs have gathered much 

power to influence the global society and will continue to nurture CG (Ghadar 2007). 

NGOs also play the role of change agent in the community as they can influence business 

life (Teegen et al. 2004 in Sebhatu 2010).Thus stakeholders like NGOs influence the 

sustainability of the company (Edvardsson & Enquist 2009).  

 

3.7. New Governance and Values-Based Service Business 

A VBS needs strong leadership to be sustainable. Companies founded on entrepreneurial 

business models usually adapt the entrepreneur’s values and leadership style for the future 

leaders. It is inevitable that the leaders live these values and ‘walk the talk’ in order for the 

values to be effectively communicated within the company (Edvardsson & Enquist 2009).   

  

Values constitute economic values (related to quality, cost and price), environmental values 

(related to ecological protection, improvement and responsibility) and Social values which 

are related to ethical and community responsibility (Edvardsson et al. 2006). From a 

stakeholder’s perspective values-based management constitutes values and ethics 

introduced as a new way for employees to follow and embrace as their managerial culture 

that governs them (Pruzan 1998). Edvardsson and Enquist (2009:1) break down values 

into; ‘core values’ which constitute “the basis of the company culture” and ‘foundational values’ 

which “reflect the norms of society in general” compliance with which constitutes CSR (Ibid), 

which in turn is part of the new governance approach (Hess 2008; Gill 2008). Values 

resonance arises when a company’s core values and CSR values are synchronized with the 

values of customers and other stakeholders (Edvardsson & Enquist 2009). Values also 
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determine the business strategy and vision of the company in addition to guiding its 

business model (Edvardsson & Enquist 2009). 

 

Strategies are plans for the future as well as patterns from the past, which patterns include 

norms and values (Mintzberg & Hunsicker 1988; Edvardsson & Enquist 2009) and 

according to Normann and Ramirez (1993) strategy is “the art of creating value”. While 

Osterwalder et al. (2005) in Edvardsson and Enquist (2009:2) define a business model as; 

“a conceptual tool that contains a big set of elements and their relationships and allows expressing the 

business logic of a specific firm”. Kachaner et al. (2011) stress the need for low-cost business 

models and strategies especially in MNEs if they are to have competitive advantage. 

Moreover values drive value in entrepreneurial business models (Edvardsson & Enquist 

2009). 

 

    

                        New Governance 

 

 

             

 

 

                     New Governance 

Figure 3: The dialogue between CG and CSR based on VBS 

 

3.8. Summary of the Chapter 

From the theories, it has been seen that CG and CSR are increasingly not being regarded 

independently and there is an evolution of research on their integration. This chapter has 

made head-way in highlighting some of those arguments. It can also be seen that there is 

new governance through which CG and CSR interact. The theories before have linked CSR 
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and VBS, but we think that CG is also necessary to have a full VBS. Thus from figure 3 

(p.23) which summarizes the chapter, we look at VBS as the focal point for linking the 

dialogue of CG and CSR through new governance. This now starts our journey to the next 

chapter where we focus on CG, CSR and VBS in the case study, IKEA. 
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4. Empirical Data  

This chapter presents a brief history of the multi national enterprise - IKEA as well as its 

developments and practices in the area of CG, CSR and VBS.  

 

4.1. History of IKEA 

About the Entrepreneur 

Kamprad was born in 1926 on a farm called Elmtaryd in the parish of Pjätteryd on the 

boundaries of Älmhult in Småland province in Sweden. He had a humble beginning as his 

father’s business had failed and his mother had died. At five years, Kamprad was business 

minded and obsessed with buying and selling things. He started by selling match boxes on 

which he still made small profit, and later sold Christmas cards, wall hangings, fish that he 

caught himself, lingon berries and fountain pens and at the eleven years his main enterprise 

was garden seeds (Torekull 1999). 

 

How IKEA was Created 

At the age of seventeen in 1943 Kamprad dreamt of starting his own firm but was under 

age, so he sought permission from his guardian in the village of Agunnaryd, in the province 

of Småland (Sweden). He convinced his guardian to sign his paper and there the trading 

firm Ikéa (originally) Agunnaryd was formed, where ‘I’ stood for Ingvar, ‘K’ for Kamprad, 

‘E’ for Elmtaryd and ‘A’ for Agunnaryd (Torekull 1999). Kamprad’s education at the 

school of commerce influenced his thinking. He believed that to be a good businessman he 

had to devise ways for goods to be distributed from the factory to the consumer in a 

simple and cheap way. In 1949, he made an appeal in the farmer’s national weekly paper 

which was addressed to the ‘many’ saying “…in this price list we have taken a step in the right 

direction by offering you goods at the same prices your dealer buys for, in some cases even lower” (Torekull 

1999:23).  

 

Nevertheless, IKEA also had challenges; Kamprad as a person and IKEA were banned in 

some trade fairs and IKEA’s suppliers were blocked. Ironically, this misery turned out 

positive for IKEA in that IKEA started designing its own furniture and also got the notion 

of self assembly furniture when they tried to pack a table, realized that it occupied much 

space, decided to remove its legs and put them under the table. In 1951, the first catalogue 

began to be developed but IKEA still had challenges of competition from other mail order 
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firms that were compromising with quality which also affected IKEA’s reputation 

(Torekull 1999).  

 

Besides that IKEA received complaints on its furniture’s quality because customers could 

not touch the physical goods but only relied on the catalogue and advert descriptions. Thus 

the idea of creating permanent displays of furniture or exhibitions so that customers could 

have hands-on was born. On 18th March, 1953 IKEA opened its first furniture exhibition 

together with the completed catalogue. Free buns and coffee were prepared for the 

customers who turned up at the opening of the exhibition and thus the idea of a restaurant 

was born. Cheap ironing boards were displayed along those that cost more but customers 

chose the more expensive ones as had been expected and so the current IKEA concept 

became a reality (Ibid).   

With the goal to give his lifework the greatest possibility of ‘eternal life’, Kamprad moved 

abroad, a move that contributed to IKEA’s expansion globally. “Long after he passed away, he 

wanted the company to be able to develop and flourish. In his own words, “As long as there is human 

housing on our earth, there will be a need for a strong and efficient IKEA.” (Torekull 1999:97). 

 

How the Business Concept was Created  

The business concept of IKEA is “To offer a wide range of well-designed, functional home furnishing 

products at prices so low that as many people as possible will be able to afford them” (IKEA 2003). The 

concept involves both the way IKEA sells its wares and its entire thinking. It is owned by 

Inter IKEA systems BV in Holland and is advanced out on a franchise basis to all IKEA 

stores in and out of the business (Torekull 1999). The concept was affirmed in “A 

Furniture Dealer’s Testament’ first printed in 1976 where Kamprad listed nine 

commandments seeming to make up the spirit of IKEA and today the testament is lived in 

the IKEA Way. The summary below entails the nine commandments (in Torekull 1999: 

112-114);  

1) The Product Range is Our Identity; 2) The IKEA Spirit Is a Strong and Living Reality; 3) 

Profit Gives Us Resources; 4) Reaching Good Results with Small Means; 5) Simplicity Is a 

Virtue; 6) Doing It a Different Way; 7) Concentration Is Important to Our Success; 8) Taking 

Responsibility Is a Privilege; 9) Most Things Still Remain to Be Done- A Glorious Future. 
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4.2. Corporate Governance in the IKEA group 

IKEA is the world’s largest furniture retailer (The Economist 2006). IKEA has a fully 

integrated supply chain with its industrial groups like Swedwood and Swedspan. IKEA 

group works in the areas of range strategy and product development, production, supply 

and retail. INGKA Holding B.V. is the parent company of IKEA group of companies and 

it is owned by Stichting INGKA Foundation in the Netherlands (Inter IKEA systems B.V. 

2010:7). Ingvar Kamprad established the Stichting INGKA Foundation in 1982 in order to 

build an ownership structure and an independent organization with a long-term approach. 

The Stichting INGKA Foundation funds a Dutch charitable foundation called Stichting 

IKEA Foundation which supports initiatives on enhancing children’s rights (for example 

UNICEF and Save the Children) especially in developing countries. The Inter IKEA 

systems B.V. in the Netherlands, owns the IKEA concept and franchises it to all IKEA 

stores globally (Ibid).  

 

However, there are many reports in the media and from NGOs that IKEA is owned by 

Ingvar Kamprad and his family. But Kamprad denies the claims that he hides the 

ownership of IKEA in the NGO (the Dutch stichting INGKA foundation) (Booingbooing 

2009; Deutsche Welle 2011; SVT.se 2011a). Recent evidence according to ‘sundaytimes’ 

points to the fact that Ingvar Kamprad was “richer by 125 billion in one year” making him 

the world’s sixth richest man (SVT.se 2011). 
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Figure 4: The structure of IKEA group of companies 

Source –Inter IKEA Systems B.V. (2010:11). 

 

The executive management of the IKEA group consists of seven members inclusive of the 

CEO- Michael Ohlsson (see Inter IKEA systems B.V. 2010:10). The Supervisory Board of 

INGKA Holding comprises six members with Göran Grosskopf as the Chairman and 

Ingvar Kamprad as the Senior Advisor but not a member (see Inter IKEA systems B.V. 

2011:10). In 1986 Anders Moberg succeeded Ingvar Kamprad as president of the IKEA 

group. Anders Moberg was then succeeded by Anders Dahlvig as president and CEO of 

the IKEA group (Torekull 1999).  

 

According to the chairman of the INGKA Holding Supervisory Board, ‘Göran Grosskopf’, 

“2009 was a year of change. For ten years, under the leadership of Anders Dahlvig and the strategic 

direction “Ten Jobs in Ten years”, the IKEA group had experienced extra ordinary growth” (Inter 

IKEA systems B.V. 2010:23).  This growth and development is displayed in table 2 below; 
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Annual report 

(Year) 

Co-workers Suppliers Customers 

(million)  

Total stores Sales  

(Billion Euros) 

2003 76,000 1,600 310 165 11.3  

2004 84,000 1,500 365  202 12.8  

2005 90,000 1,300 410  220 14.8 

2006 104,000 1,300 458  237 17.3  

2007 Not stated Not stated Not stated Not stated 19.8  

2008 127,800 1,380 565  253 21.2  

2009 123,000 1,220 590  267 21.5  

2010 127,000 1,074 626  280 23.1  

 

Table 2:  IKEA Group Growth and Development 

Source: The above table was compiled using information from IKEA’s annual reports from the year 2003-

2010.  

 

However, the reduction of co-workers in 2009 is explained by IKEA’s decision to make 

several co-workers redundant because of the global economic downturn and also the aim 

of making goods supplied to customers more direct and efficient (IKEA 2009). 

 

In 2009 another generation of leadership was born when Anders Dahlvig was succeeded by 

Michael Ohlsson, the new president and CEO of IKEA group. Due to the global 

recession, Michael Ohlsson’s leadership came in with a new strategy, that is “Growing IKEA 

- together” where IKEA reduces on growth and concentrates on improving their past deeds, 

for example improving the existing stores, quality issues and cost performance (Inter IKEA 

systems B.V. 2010). More changes took place in IKEA in Financial year (FY) 09 as 

evidenced through IKEA’s decision to go public by sharing group information to their 

stakeholders. IKEA is now publishing summarized accounts and comments about 

important developments (Inter IKEA systems B.V. 2010) plus consolidated financial 

reports for the group including the balance sheet and income statement (see Inter IKEA 

systems B.V. 2011:22-24). 
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4.3. CSR in IKEA  

IKEA’s business idea encourages social and environmental responsibility globally as an 

integrated and natural part of their daily business. IKEA activities focus on major areas of 

greatest impact on the environment such as: reducing carbon dioxide (CO2) emissions, 

using alternative energy sources, managing waste, and decreasing energy consumption 

throughout their activities (IKEA 2010). IKEA also uses smart (flat) packaging to reduce 

the negative impact of transportation emissions on the environment (Ibid). IKEA creates 

awareness, knowledge and a sense of responsibility by offering co-worker training on social 

and environmental issues to the various business units globally (IKEA 2005). Further 

more, IKEA also communicates to its stakeholders on ways of sustainable living through 

the IKEA FAMILY LIVE magazine and the IKEA catalogue (IKEA 2010). 

 

The main raw materials used in IKEA products are wood, metal, plastic, glass, rattan and 

textiles and throughout their value chain they struggle to minimize waste (IKEA 2008, 

2009, 2010). These materials have several environmental advantages to IKEA because they 

are recyclable and renewable to avoid wastage of resources (IKEA 2003). All IKEA stores 

and distribution centres recycle large amounts of material, thereby saving resources which 

results in substantial savings (IKEA 2008, 2009, 2010). The major drawback for IKEA is 

that not all countries have the opportunity to recycle (Ibid).  

 

IKEA is committed to its communities in that it addresses and improves the root causes of 

child labour, such as debt, poverty, lack of access to education, improves education 

(through soft toys donation campaign), supports disability and ill health, women 

empowerment to make progress, victims of natural disasters (flood, earthquake etc) and 

protects the environment with an emphasis on sustainable forestry (IKEA 2005, 2006, 

2007, 2008, 2009, 2010). 

 

4.4. Dialogue between CG and CSR 

IKEA has incorporated business ethics, internal and external governance policies when 

doing business with their stakeholders to maintain the values of trust, integrity and honesty 

which is the keystone of IKEA’s code of conduct (IWAY) and the solution for its 

sustainable implementation (IKEA 2009, 2010). In this light, IKEA enacted bylaws binding 

corruption and put forward rules on the prevention of corruption that are communicated 



31 

 

to all business partners (IKEA 2009, 2010). IKEA’s business partners are obliged to sign 

the vendor letter of ethical conduct which states measures that will be taken if caught or 

suspected of fraud, corruption, bribery, theft and other illegal behaviour (ibid). However, 

according to The Local (2010) IKEA Russia was involved in a corruption scandal where 

managers “agreed upon bribes being paid, related to power supply to Ikea-owned MEGA shopping 

centres in Saint Petersburg” (The local 2010). In fact, according to the 2010 corruption 

perception index results Russia ranked 154th out of 178 countries (Transparency 

international 2010). IKEA became accountable for its actions by firing those irresponsible 

managers (The local 2010). 

 

IKEA follows the UNGC principles for guiding its social and environmental responsibility 

and has been a member of the UNGC initiative since 2005 (IKEA 2005). For instance the 

company is against its suppliers practicing child labour. IKEA conducts audits to ensure no 

child labour as this is common in developing countries (IKEA 2008, 2009, 2010). But the 

company has challenges for example in China regarding freedom of association of workers 

and the area of illegal logging among suppliers (Ibid). In fact, according Marc Wadsworth’s 

2007 report, IKEA suppliers in developing countries like China were found exploiting child 

labor services and IKEA was also reported for illegal logging. Thus IKEA was considered 

irresponsible in social and environmental issues within their business operations with their 

partners (The latest.com 2007). However the former CEO of IKEA, Anders Dahlvig 

pointed out how difficult it was to completely eradicate child labour and illegal logging 

considering how production was done (ibid). 

 

According to reports from NGO’s like Oxfam France, few workers of IKEA Vietnam, 

China, Bangladesh and India received minimum legal wages which did not permit them to 

meet their needs and wants (Cdurable.info 2007). Despite the improvement of the IWAY 

code, some workers and other stakeholders criticized it as being unethical, because 

overtime work did not commensurate the legal wages paid and the cheap labor strategy  

(Ibid). China has recently revised their criminal law to include a stricter law regarding 

ethical wages to workers. In this law, employers and top personnel officials like managers 

who don’t pay workers’ wages in time will be subjected to imprisonment and fines (China-

German Business Network 2011). 
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Nevertheless, IKEA is committed to issue an annual Communication on Progress (COP), 

which is a public disclosure to stakeholders on IKEA’s progress made in implementing 

UNGC principles and in supporting the broad UN development goals. IKEA ensures that 

transparency and accountability, the drive for continuous performance improvement, 

corporate practices to promote dialogue and learning in their COP, must be disclosed in 

order for their challenges to be solved globally (IKEA 2005, 2006, 2007, 2008, 2009, 2010). 

At the end of IKEA’s FY, reviews and evaluations of their performance on social and 

environmental responsibility based on the UNGC principles is done (Ibid).  

 

4.5. New Governance - The Interaction between CG and CSR  

Regarding corporate conduct, IKEA uses their code of conduct (COC) IWAY for 

governing its operations. IWAY was first established in the year 2000 (IKEA 2003, 2004, 

2010) and was updated in 2008 and implemented in 2009 (IKEA 2008). IKEA’s suppliers 

are mandated to follow the IKEA COC ‘the IKEA way on Purchasing Home Furnishing products 

(IWAY)’ which stipulates suppliers’ expectations of IKEA and its requirements from 

suppliers with a focus on legal requirements, working conditions, child labour, 

environment and forestry management (IKEA 2003). Suppliers are also expected to follow 

national laws (IKEA 2005). The IWAY constitutes three documents; ‘The IKEA Way on 

Purchasing Home Furnishing Products’ (IWAY); ‘The IKEA Way on Preventing Child Labour’;  ‘The 

IWAY Standard’ (specification of the demands in the code of conduct) (IKEA 2004:24; IKEA 

2005:21). But ‘the IKEA Way on Purchasing Home Furnishing Products (IWAY)’ is the 

main IKEA COC document (IKEA 2007).  

 

Moreover, IKEA uses third party (external) auditors like KPMG, PWC 

(Pricewaterhousecoopers), Intertek testing services to audit its suppliers in order to ensure 

objectivity in compliance with the COC (IKEA 2003). IKEA also has the IWAY on food 

(IKEA Way on purchasing food) that was formed in 2001 (IKEA 2003, 2004) and was 

later updated in 2005 to match the demands placed on suppliers of home furnishing 

products (IKEA 2005). Further more, in 2007 the COC IWAY with specific requirements 

for food suppliers was introduced (IKEA 2009). In 2005, INGKA Holding and Inter 

IKEA systems B.V developed another COC focusing on all marketing products for 

example the IKEA catalogue and services to ensure respect for social and environmental 

conditions. This code was to be implemented in 2006 (IKEA 2005). The latest 

development on IKEA’s COC was motivated by the need to audit IKEA catalogue 
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suppliers. Hence the ‘code of conduct audit procedures’ was developed with the first audit 

expected in 2011 (IKEA 2010). 

 

IKEA group started reporting annually on its social and environmental work in 2004 with 

the first report covering the FY 2003. Although the company had been working in this area 

for long, they felt obligated to begin making reports (IKEA 2003). IKEA was also inspired 

by the GRI sustainability reporting guidelines on how to make their social and 

environmental responsibility reports (IKEA 2004). IKEA reports because they want to 

provide their stakeholders information and the report acts as a guide for them to track their 

ongoing development (Ibid). The reports from the FY 2003 to 2007 were called ‘social and 

environmental responsibility reports’ but from the year 2008 to 2010 the name changed to 

‘sustainability reports’. IKEA also introduced a section for governance in their 

sustainability reports with effect from FY2008.  

 

4.6. Values Based Service Business 

According to IKEA (2003a), IKEA’s success is founded on:  

 

“enthusiasm on a constant desire to renew and improve, on cost-consciousness, on a willingness to 

lend a hand and take responsibility, on humility before the tasks that lie ahead and on simplicity 

in the way we think and act”.  

 

All IKEA units play an essential part in creating its low prices and to offer its quality 

products to existing and new customers. When products reach the end of the life cycle, 

IKEA takes responsibility to facilitate and encourage customers to return the products for 

recycling and renewal as well as all the IKEA stores and distribution centres minimize 

material waste. This also improves cost-efficiency, saves resources and increase savings 

(IKEA 2010).  

  

IKEA works together with their customers globally by extending social and environmental 

responsibility values through the soft toy campaign that started in 2003. For every soft toy 

customers buy, 1 euro is donated through the IKEA foundation to benefit millions of 

children globally for example through education (IKEA 2010). Moreover, IKEA also 

encourages its customers to have a more sustainable life at home by saving energy through 

the use of SUNNAN solar-powered lamps. Customers work together with IKEA towards 
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responsibility since for every SUNNAN lamp sold to them IKEA donates one SUNNAN 

lamp to UNICEF and Save the children. These SUNNAN lamps are dispensed in 

developing countries to aid children living in areas without electricity to read and write in 

the evening (IKEA 2009, 2010). Further more, IKEA’s innovativeness in smart packaging 

of products is also one of the ways IKEA has engaged its customers in value creation 

through the self assembly of the flat packaged products (Ibid).  

 

4.7. The Role of External Stakeholders in IKEA  

IKEA has a philosophy of listening through dialogue with its stakeholders. Its external 

stakeholders include; customers, suppliers, partners/NGOs but we focused on the role of 

NGOs and media. IKEA has constant dialogue with NGOs and partners to gain and share 

knowledge that paves way for them to progress in their CSR. Moreover through 

cooperation with NGOs, IKEA achieves more than if they worked alone (IKEA 2005, 

2006, 2007, 2008, 2009 and 2010). Some of the NGOs that IKEA dialogues with on a 

global level include: Network for Transport for Environment; which works for a universal 

foundation of values to analyse the environmental impact from different modes of 

transport. Greenpeace, which dialogues with IKEA on forestry matters. International 

Labor Organization where IKEA dialogues on working conditions and labour standards. 

UNICEF and Save the Children, where IKEA supports and makes donations to meet 

children’s needs and also the UN Global Compact on CSR (IKEA 2008, 2009, 2010). 

IKEA is affiliated to all these stakeholders in order to be socially and environmentally 

responsible while respecting ethical values (Ibid).  

 

4.8. New Governance and Values Based Service Business  

The IKEA vision is “to create a better everyday life for the many people” (IKEA 2010:14). 

According to Edvardsson and Enquist (2009), IKEA’s vision shows that IKEA is a 

service-based company because it offers solutions. Both IKEA vision and its business idea 

support social and environmental responsibility. Moreover IKEA’s culture is also based on 

a clear and unique set of values (IKEA 2003) among which are; togetherness, simplicity, 

cost consciousness, humbleness and common sense (IKEA 2009, 2010).  IKEA sees their 

culture as part of governance and paramount for the integration of sustainability in the 

entire organization (IKEA 2006).  
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IKEA’s sustainability direction “IKEA’s business shall have an overall positive impact on people and 

the environment”, was first incorporated in the new social and environmental strategy 

(focusing on products and materials, suppliers, climate change and community 

involvement) valid from 2006 to 2009 (IKEA 2006:4). But in 2009, IKEA decided to 

integrate Sustainability in all their strategies and initiated ‘the never ending list’ which 

includes the list of things IKEA has done and is doing towards sustainability (IKEA 2009). 

This was emphasized by Thomas Bergmark’ the IKEA group Sustainability Manager when 

he said, “each and every one of our business strategies – whether local, national or global – must now 

clearly and systematically integrate sustainability as a part of everyday operations” (IKEA 2009:5). 

IKEA also complies with regulations and laws by paying taxes and fees wherever they are 

located as a manufacturer or retailer. The tax rate depends on how much is made and 

whether IKEA is in a low or high tax paying country (Inter IKEA systems B.V. 2010). 

 

However, there are claims that it was strategic for IKEA to be owned by a nonprofit 

charitable NGO (INGKA stichting foundation) in Netherlands because none of its profit 

is taxed (The economist 2006; Booingbooing 2009). IKEA pays about 3.5% tax on annual 

profit through Inter IKEA group of companies and I.I holding (Booingbooing 2009).  

Reports from Berne Declaration (2007), a Switzerland NGO show that IKEA was 

nominated by NGOs worldwide for the ‘Global Public Eye Award’ for irresponsible 

corporate behavior. The main complaint in the document was how the foundation helps 

Kamprad in tax evasion and his denial of ownership in IKEA (see the public eye Awards 

2007). In fact a Swedish documentary indicated that Kamprad had not been honest for 

years since he had secretly controlled IKEA while evading taxes through a shady 

foundation in Liechtenstein tax haven called ‘Interogo’ (SVT.se 2011a; Deutsche Welle 

2011). 

 

IKEA’s business model is based on low-price strategy in which resources are effectively 

used throughout the value-chain arrangement in line with their values and IWAY code 

(IKEA 2003, 2004, 2005, 2006, 2007, 2008, 2009, 2010). IKEA’s core values like cost 

consciousness support IKEA’s business idea which stresses the minimal use of economical 

resources and enables home furnishings to be sold at low prices (IKEA 2004). Moreover, 

IKEA also decided not to eco-label all their home furnishing products because they want 

customers to be confident to choose at will from all their products without thinking about 

sustainability, quality, price, style, and function (IKEA 2010).  
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In IKEA, managers have to lead by example, live and share the values. Leaders are sourced 

internally among co-workers who share the values and culture of the company. IKEA also 

promotes multicultural employment and equal opportunities. For example the top 800 

IKEA managers globally come from fifty different countries (IKEA 2010). 

 
 

4.9. Summary of the Chapter 

This chapter has highlighted some of the works of IKEA in social and environmental 

responsibility, how the company is governed as well as noted the developments, changes 

and the growth of the company. As seen in the beginning, the history of IKEA had a major 

role to play in the IKEA of today. The values-based vision can be seen to be integrated 

throughout the company globally. This empirical part will be tested and interpreted with 

the theories in the final chapter were our research questions are addressed.  
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5. Analysis, Discussion and Conclusion 

In this chapter the empirical data is analyzed and interpreted with the theory while 

answering the research questions. The chapter also includes our reflections, conclusions 

and contributions. 

 

5.1. The Integration of CG and CSR based on Values-Based Service thinking 

According to Edvardsson and Enquist (2009:3) values-based service (VBS) is defined as 

“service that is firmly based on the core company values as well as social and environmental responsibility”. 

IKEA is firmly based on its core company values and CSR thus was deduced a VBS 

business (ibid). Companies are directed and controlled through CG (Cadbury 2000) and at 

the same time are governed through their values. Since values constitute core values and 

foundational values (CSR) (Edvardsson & Enquist 2009) we see that CG and CSR are 

being integrated based on VBS.  

Basing on SDL FP9 where “all social and economic actors are resource integrators” (Vargo & Lusch 

2008) and SSDL from which we include the environmental actors (Sebhatu 2010). IKEA’s 

business concept involves the low-cost strategy which Kachaner et al. (2011) emphasizes as 

a competitive advantage for multinationals in new markets. The CSR movement defining 

broader corporate responsibilities for the environment, local communities, working 

conditions and ethical practices has gained impetus (Vogel 2005). This is seen in IKEA’s 

business concept ‘to offer a wide range of well designed home furnishing products 

(environmental values) at prices so low (economic values) that as many people (social 

values) as possible will be able to afford them. Through the business concept, we see that 

IKEA works in networks of networks with all their stakeholders for value creation (Vargo 

& Lusch 2008) as they make profit by integrating CSR thinking in the entire business. But 

for this to be effectively implemented IKEA needs to integrate CG.   

 

As was mentioned that strong leadership is required for a sustainable VBS (Edvardsson & 

Enquist 2009) even in IKEA it can be seen from history that the founder - Kamprad 

instilled strong values as a person like simplicity and cost consciousness, the desire to do 

better and a little more etc were passed on to IKEA’s leaders today. This means that 

leaders (managers) and co-workers in IKEA integrate their competences, have shared 

values, meanings and culture. IKEA is also socially responsible to them by training them in 

its core values. This is why IKEA strives to source leaders internally and this enables IKEA 
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to have co-worker’s commitment, satisfaction, retention and increased sales. This is 

consistent with the view that values are a new means in which employees follow and 

embrace their managerial culture that governs them (Pruzan 1998).  

 

According to Elkington (1997) in Sebhatu (2010) sustainable development necessitates 

balancing the economic, social and environmental responsibility. We use the value of cost 

consciousness to show how this is enforced in the business case of IKEA. IKEA 

outsources suppliers globally that can provide low costs and high quality. Also through flat 

packaging IKEA saves and offers customers low prices because they self-assemble the 

furniture and co-create value for themselves (Vargo & Lusch 2004). Through this IKEA 

reduces environmental impact since more furniture is packed for transportation and CO2 

emissions are reduced. This shows that IKEA sees value beyond economic value which 

was stressed in the goods marketing era but now sees value linked to values (Edvardsson & 

Enquist 2009). IKEA looks beyond value-in-exchange (Vargo & Lusch 2004) and tries to 

ensure that its core values, social and environmental values are in line with customers’ 

values (Edvardsson & Enquist 2009). However in order to enhance their co-creation they 

need CG principles. 

 

Further more, CG and CSR can be integrated through the value of cost consciousness 

following the OECD (1999) in Mallin (2010:7) definition for CG that “…It also provides the 

structure through which the objectives of the company are set, and the means of attaining those objectives…”. 

This is seen in the new sustainability strategy through the never ending list where IKEA 

intends to improve renewal and recycling, energy consumption and reduce CO2 emissions 

in all areas of the business in order to benefit future generations (Barbier 1987). Likewise 

customers influence designs and tag price in the factory floor, thus with these strategies, 

costs and waste is reduced. This helps IKEA to maximize profits while managing their 

effects on CSR (Kolk & Pinkse 2009). Therefore as IKEA practices CSR they do good to 

do well since they use CSR as a strategy to make profits (Vogel 2005). However, the issue 

of constant CO2 emission is still a weakness in their value chain. From IKEA’s reports we 

see that it is still challenged with completely reducing CO2 emissions.  

IKEA works in networks for value creation with resource integrators (Vargo & Lusch 

2008) like customers, suppliers, partners and NGOs to be social and environmentally 

responsible. For example when customers buy the SUNNAN solar-powered lamps they 

create sustainable value with IKEA. In that they save energy (environmental values) and 
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live more sustainable lives. This shows that IKEA innovatively uses CSR as a proactive 

tool for value creation in order to achieve ‘smart’ solutions for their customers 

(Edvardsson & Enquist 2009). Customers also become socially responsible as on every 

SUNNAN lamp purchased IKEA donates a free one to UNICEF and Save the Children 

(social values). Thus CSR is not for philanthropy for doing good to do good but instead 

more for doing well (Enquist et al. 2008). As such customers participate in the foundational 

values of IKEA (Edvardsson & Enquist 2009). Children from developing countries lacking 

electricity benefit from these free lamps as they can read and write at dusk. Thus IKEA 

also contributes in this network by integrating their resources in form of donations to these 

NGOs. This shows that the value of togetherness is very strong in the company and can as 

well be tallied with the new management business strategy “Growing IKEA-together” that 

focuses on sustainability throughout the business. Since all IKEA’s stakeholders are 

resource integrators, the concept of value creation for business and the idea of creating 

value for all stakeholders are closely related (Freeman et al. 2004). By working with 

stakeholders for value creation IKEA is being transparent and accountable to them. 

Besides that these stakeholders are in turn meta-regulators (Gill 2008) to IKEA. Thus 

IKEA’s commitment to stakeholder dialogue depicts a close relation between CG and CSR 

(Jamali et al. 2008).  

In summary, the VBS takes into consideration CSR and all resource integrators. But it is 

not sufficient to make a complete VBS; there is need for integrating CG principles to 

accomplish CSR strategies, goals and values that must be in resonance with other 

stakeholders’ values. 

 

5.2. The Convergence of CG and CSR in the case of IKEA based on the 
Entrepreneur’s Vision 

As was mentioned CG and CSR emphasize the need for accountability and transparency in   

different aspects (Fassin & Rossem 2009) for ethical behaviour among companies. That is 

why the UNGC principles are a good beginning for CSR (Enquist et al. 2008). Similarly the 

UNGC principles guide IKEA’s CSR but now also its governance according to IKEA’s 

reports. However, IKEA has always had its own governance principles since its formation. 

Culture is very vital to IKEA and governs the way it works. It constitutes strong values 

which can be linked to the furniture dealers’ testament (p.26) which is the basis for the 

IWAY. IKEA’s culture and values are addressed first in the governance section of the 
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report, then the UNGC principles. IKEA is self regulated (Gill 2008) through the COC, 

‘IWAY’. Social and environmental responsibility is also included in the IKEA vision and 

business idea and enforced through the COC that governs them.  

 

With IKEA’s dream to always become better, they have started embracing CG principles 

and change. The new CEO’s new strategy ‘growing IKEA together’ shows that IKEA has a 

new business thinking. IKEA has integrated sustainability in all aspects of the business to 

the extent of revisiting their past deeds to see what can be improved. We see that IKEA is 

strengthening their sustainability as it’s a major driver for their vision. Grant (2003) pointed 

out the need for companies to review their governance structures. Considering the 

management changes, IKEA is also making effort to fit CG in their vision and are being 

responsive and open to stakeholder pressures for accountability, transparency and 

disclosure through their reports.    

 

IKEA’s ownership structure is rather complex and indeed has caught the attention of 

external stakeholders especially NGOs and media. On one hand, IKEA has tried to avoid 

agency related problems that emerge from the separation of ownership and control in 

organizations (Gill 2008; Mallin 2010). We think that it is because the vision of IKEA 

aimed for IKEA to operate as an NGO so as to reduce expenses and improve the lives of 

the people. Besides the managerial responsibility was carefully put in place, that is why the 

INGKA holding supervisory board chairman is not the same as the CEO of IKEA group. 

Implying that, the owner of IKEA is not its manager (Bouy 2005). Yet also the Stichting 

INGKA Foundation was established to enforce control in IKEA. Additionally, Kamprad is 

just a senior advisor on the Board, showing his aim for an independent IKEA and that he 

is embracing good CG practices. The company has freely chosen to conduct its business 

partly like a public company in order to be fully responsible, transparent and accountable to 

their stakeholders using their own governance principles.  

 

But on the other hand, it is questionable whether IKEA really has good CG practices.  

NGOs’ recent confrontations (Winston 2002) on IKEA and media reports have been 

about Kamprad’s ownership in IKEA, his billions and secret foundation, IKEA’s strategic 

set up as an NGO, evasion of tax and IKEA’s nomination for a public eye award for 

irresponsible behaviour. It can be argued that the value of cost consciousness and the 

business model of low-cost strategy are behind all these unethical practices and it can be 
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seen as a way for IKEA to maintain its vision and business concept. In fact, IKEA 

managed to stand financially strong regardless of the recent global financial crisis that was 

attributed to lack of good CG practices (Mallin 2010). This was illustrated in table 2 (p.29) 

which showed IKEA’s consistent increment in sales yearly regardless of the global financial 

crisis. But we think that IKEA was financially stable because of the fact that they are an 

NGO.  

From all this we see that Kamprad has much control in IKEA and has damaged the values 

of IKEA especially ‘honesty’ as well as the company’s image to its stakeholders. This shows 

social irresponsible behavior and that there are loopholes in IKEA’s governance principles.  

But since IKEA is private and not obliged to publish financial reports, this information was 

successfully withheld. Nevertheless with the pressures for responsibility and accountability 

from NGO’s who act as watch dogs (Sebhatu 2010) and Meta-regulators (Gill 2008) to 

IKEA, IKEA was pushed to conform to the demands of the business environment. 

Without which, NGO’s would influence other stakeholders like customers to boycott the 

company’s products and services through media (Lyon & Maxwell 2008).  

 

Thus to show responsibility to their stakeholders demands (Freeman et al. 2004) IKEA 

decided to publish annual financial reports with effect from 2009 much as it is not a public 

company. This shows that NGOs have become very powerful to influence and nurture CG 

(Ghadar 2007). We say this because now IKEA wants to be transparent and accountable 

through disclosure which also shows how CG and CSR are converging (Gill 2008; Fassin & 

Rossem 2009). Through this IKEA is strengthening its stakeholder relations and meeting 

their needs (Freeman et al. 2004) as well as respecting and responding to their thinking 

(Donaldson 2002). It also shows that private companies and ‘NGOs’ are embracing CG 

principles in addition to CSR practices. 

 

The notion that CG principles can not be one and the same globally due to culture and 

corporate ownership structure (Davies & Schlitzer 2008; Kolk & Pinkse 2009; Fassin & 

Rossem 2009; Mallin 2010) is seen in IKEA which governs itself in its own way using 

‘IWAY’ in all its business operations globally. Much as IKEA started following the UNGC 

principles in 2005, from 2000 IKEA was still practicing CSR with the guidance of the 

IWAY. The UNGC principles focusing on public accountability and transparency indicate 

that CG and CSR are converging. Comparing with the argument that self-regulation acts as 

a match or an alternative to government regulation (Gill 2008), in IKEA’s case government 



42 

 

regulation is an addition to self-regulation since the company urges their suppliers to 

comply with regulations in the countries where they operate.  This shows that IKEA wants 

to be socially responsible wherever they are located. 

As was mentioned in chapter 4 IKEA has continuously improved its COC because they 

want to serve their stakeholders more responsibly and envision a fully sustainable company. 

Nevertheless critiques of the COC claim that it does not necessarily improve corporate 

behavior (Gill 2008). To some extent this is agreeable, because even IKEA which is so 

strict regarding compliance with its COC was recently confronted by NGOs and media 

(Winston 2002) about corruption in Russia. This is seen as a failure in their governance 

principles and social responsibility to their stakeholders or even an ethics of narcissus 

(Roberts 2001). It shows that despite the ethical programmes in place for training co-

workers and suppliers as well as the governance principles, IKEA violated the IWAY and 

UNGC principle 10 on corruption which states that; “Businesses should work against corruption 

in all its forms, including extortion and bribery” (UN Global compact 2011). This whole scenario 

shows how CG can support CSR (Jamali et al. 2008) because corruption indicates that 

IKEA is being unethical. Thus the CSR movement has caused CG to influence 

management’s broad thinking on ethical issues (Gill 2008).  

IKEA demonstrated their value of honesty in the IWAY by firing those unethical 

irresponsible managers, since they didn’t ‘walk the talk’ of IKEA values (Edvardsson & 

Enquist 2009). Thus IKEA is trying to get back into its value of humility by being 

accountable for their actions. This will make co-workers to be more conscious about what 

governs them and their responsibility to the stakeholders in order to live IKEA’s vision. 

Hence CG and CSR both constitute an ethical aspect, accountability and transparency 

(Fassin & Rossem 2009). 

Although, this was a good management step, it has still affected IKEA group’s values 

negatively and reputation before their stakeholders. Thus business and ethical practice 

should not be separated (Freeman et al. 2004). Since Russia is among the world’s most 

corrupt countries, it means that IKEA needs to strengthen their audit systems to effectively 

monitor corruption in IKEA Russia and the entire IKEA.   

 

As Gill (2008) argued, non-financial reporting is also part of self-regulation. Since its 

existence, IKEA has been practicing CSR but on their initiative in 2004 began reporting 

their social and environmental work.  Although IKEA was inspired by the GRI guidelines 
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(Gill 2008; Hess 2008) the company today follows the UNGC principles for their 

sustainability reporting with CSR commitment and a governance section. Also the annual 

financial reports integrated CSR and governance discussions (Gill 2008) which shows that 

these two concepts are becoming converging. 

 

IKEA’s sustainability reports disclose its social and environmental work progress, 

stakeholder dialogue and Moral development, which Hess (2008) lists for effective social 

reporting. Moral development is also communicated through the IWAY where issues like 

ethics, corruption, and child labour are addressed. Meaning that, corporate social reporting 

communicates a company’s CSR policies to society and is a means for transparency, 

accountability and dialogue between companies and their stakeholders (Gill 2008). The 

entire IKEA group has the same social reporting approach which is good for them since it 

makes possible consistency and enables them to gauge their performance globally using 

their key performance indicators. Just as Gill (2008) argued, indeed the trend of codes of 

conduct and non-financial reporting show that corporate self-regulation is a channel for 

linking CG with CSR. 

 

IKEA claims to be against child labour practice among its suppliers and even has a COC 

specifically for that. Moreover, IKEA is concerned about the environment challenges like 

illegal logging and is ensuring that all suppliers comply with the initial IWAY requirements. 

But like any other company, IKEA has its flaws. NGOs pressured IKEA for accountability 

and transparency (Ghadar 2007) after it was exposed for child labour practice in the media 

and unethical business practices because they were not ‘clean and green’. This indicates that 

IKEA is violating its IWAY COC on child labour in the under developed nations as well as 

the UNGC principle 5 which states “the effective abolition of child labour” (UN Global compact 

2011). In this aspect, we see the need for strong CG to strengthen IKEA’s CSR since their 

malpractices portray betrayal of their vision.  

 

Just as Lyon and Maxwell (2008) argued that entrepreneurships need to fully disclose their 

social and environmental activities to stakeholders, even IKEA was transparent enough to 

report the above challenges in their reports before media reported in order to secure 

themselves. This shows that despite these unethical practices, to some extent IKEA is not 

green washing (Ibid) to their stakeholders. However, IKEA finds it difficult to address 

these issues alone. That is why in IKEA annual reports they are motivating and 
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encouraging their suppliers to become responsible and take ownership themselves in order 

to drastically reduce these unethical business practices witnessed in developing countries. 

 

From the discussion above, it is important for entrepreneurships’ visions to integrate CSR. 

But for effective implementation of CSR there is need for strong CG principles. Therefore 

we believe that new governance is the channel for linking the convergence CG and CSR. 

NGOs are also key players in empowering new governance which constitutes CG and 

CSR. Their presence will make companies like IKEA to strengthen their business practices 

and thereby out perform the market while appeasing stakeholders.  

 

5.3. The Role of External Stakeholders 

As Pruzan (1998) mentioned, stakeholders are very vital to companies because of the 

information they have that can influence a company’s wealth. Similarly, IKEA regards 

highly its stakeholders and ensures to have dialogue with them to achieve more. The 

NGO’s mentioned in section 4.7 majorly play the role of engager (Winston 2002) by 

guiding IKEA in following their COC, especially the UNGC. As was shown in the analysis 

NGO’s are a very important stakeholder and act as advisers to companies to ensure that 

they follow ethical CG principles and CSR practices. 

 

According to Sebhatu (2010) NGOs also play a role of change agents in addition to being 

watch dogs to companies. They can influence companies’ business strategies and pressure 

them to change if they are not being compliant with the CSR and CG practices. For 

example OXFAM France confronted IKEA on legal wages issues and exposed them 

through the media because they were violating the IWAY and UNGC principle 3 

“Businesses should uphold the freedom of association and the effective recognition of the right to collective 

bargaining” (UN Global compact 2011). 

 

However, the complexity of China’s labour regulations hinders IKEA’s effective 

implementation of the IWAY. We think that it will remain a challenge to IKEA because 

they have to follow China regulations and fit in their business culture like Gill (2008) 

argued. In fact the new strict China law on companies that don’t pay workers wages, will 

affect IKEA’s suppliers because cheap labour may be avoided and the suppliers will be 

bound to pay required wages in time. This means that in future IKEA may also realize 

increased costs in purchases which may affect their vision, business model and pricing 
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strategy. Just like Gill (2008) argued, it can thus be seen that ethical norms are influencing 

CG while CSR is conforming to business practice.   

 

5.4. Final Reflection and Contribution of the Thesis 

The aim of this research was to assess the integration of CG and CSR based on an 

entrepreneur’s values-based vision. From the arguments in our theoretical and conceptual 

framework we have seen that it is more beneficial for companies to integrate CG and CSR 

instead of looking at them as independent issues. We also see that companies that have 

fully embraced CSR in their strategies have VBS thinking because they create values 

resonance with their stakeholders. However, CSR is not sufficient in itself to create a fully 

VBS company, but with the addition of CG this can be achieved. New governance acts as a 

catalyst in the dialogue between CG and CSR as was summarized in figure 3 (p23). 

Therefore, we propose another model in figure 5 for the business case of IKEA to 

incorporate in their business thinking under the umbrella of new governance. 

 

 

 

              

                                                      

  Figure 5: The New Governance Business Model                  

      

The above model signifies that a VBS should incorporate CG and CSR in their strategies 

and that this can be done through new governance. It also shows that CG and CSR are 

converging and imperative for companies to achieve their goals.  

 

New 
Governance 

Business 
Case 
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Since the definition of a VBS doesn’t take into account CG principles yet they are 

fundamental for good business practices, we propose an extension to Edvardsson and 

Enquist (2009) definition. That is a complete VBS is service that is firmly based on the core 

company values as well as social and environmental responsibility and corporate governance. 

 

Although substantial work has been done on the CSR part of IKEA’s business, we think 

that there is a need for the company to strengthen their governance principles with CG in 

order to become more ethical in their business practice with their stakeholders. If 

addressed, IKEA can become a complete VBS business and their values would effectively 

drive customer value. Even though entrepreneurships are private, they are in a changing 

business environment because of globalization, to which they must conform. Otherwise 

pressures from stakeholders, like NGOs who aim for transparency, accountability and 

ethical business practices will force the companies through media to stand firm in 

exercising new governance. Thus NGOs play a vital role in empowering new governance. 

For instance they influenced IKEA’s business thinking on CG as was seen in the thesis. 

For IKEA to live its values to the fullest they need to embrace new governance which will 

enable them remain responsible to all their stakeholders.  

 

5.5. Further Research 

 
In this thesis, the dialogue of CG and CSR based on an entrepreneur’s values-based vision 

has been explored. We suggest that the same research be carried out in other MNEs since 

the new governance research is still emerging and NGO pressures for transparency and 

accountability are still on the rise. Further research could also look at how corporate 

governance can be effectively integrated into values-based service thinking. The new 

governance literature should also be expanded to provide solutions for ethical dilemmas in 

companies. 
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