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  ABSTRACT 
TITLE  
Compatibility of Corporate Sustainability with a Cost Leadership Strategy 

AUTHORS  
Darius Sarka and Stanislas Bouvrain  

SUPERVISOR  
Andrea Fried 

DATE  
30th of April 2015 

BACKGROUND  
Exploring literature about corporate sustainability and cost leadership strategy and to study the 

collusion of the two concepts through the case of Ikea.  

AIM  
Researching whether firms can align corporate sustainability approach to doing business on the 

imperatives of a cost leadership strategy. The contribution aims to provide guidance on choosing 

appropriate sustainability activities within the context of cost leadership strategy. Furthermore, it 

should be noted that this paper sets out to analyze the compatibility between sustainability and 

cost leadership remaining/gaining competitiveness. 

METHODOLOGY  
The study regards Ikea’s implementation of sustainable business practices through a mixed 

method, via informal interview, bottom-employees survey and secondary data. 

FINDINGS  
Companies having a deep understanding of sustainability can achieve to conciliate their efforts 

toward sustainability with their cost leadership strategy. 

KEYWORDS  
Corporate sustainability, cost leadership strategy, triple bottom line, maturity phase, challenges, 

competitive advantage 
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1. Introduction 
This chapter presents the background of the chosen topic, the starting point of our thinking 

process. Then, the chapter highlights the research gap identified in the existing theory. It ends 

with the aim of our research, the research question and sub-questions that need to be investigated 

to answer it. 

1.1 Background  
“Imagine that you are looking at a piece of impressionist art. Short term, too close, you are 

blinded by millions of dots, stand-back and you see a bigger vision.”1 

Be the change 

The world is in the middle of great transformation where organizations started to recognize 

sustainability as an emerging megatrend and as an increasingly important strategic goal. The 

concept of megatrends is not new. John Naisbitt invented the concept of “Megatrends” in 1980 

and, in 1982, wrote about globalization in “Megatrends” referring to incipient societal and 

economic shifts such as globalization, the rise of the information society. A. Lubin and C. Esty 

(2010) argue that sustainability qualifies as an emerging megatrend that will require firms to 

update traditional business methods. Further G. Vielmetter and Y. Sell (2014) argue that the 

environmental crisis is perhaps the most profound of the megatrends ever. G. Vielmetter & Y. 

Sell (2014) distinguish five essential points in proving that sustainability deserves to be 

considered as a megatrend: 

• Climate change is real and hardly irreversible. Global warming as a result of economic 

activity has caused extreme weather events around the world. 

• Critical natural resources are being depleted. Water shortages around the globe are 

becoming increasingly drastic. Natural resources are becoming scarcer, more expensive, 

and more difficult to access. 

• The implications are potentially catastrophic. Drastically reduced margins for 

organizations with following deep global recession and widespread social turmoil. 

                                                
1 Fisk, P. (2010). People, planet, profit: how to embrace sustainability for innovation and business growth. London; Philadelphia : Kogan Page, 
2010. 
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• Carbon footprint moves from corporate social responsibility to the bottom line. 

Environmental footprint reduction will become essential to market competitiveness. 

• Transformational thinking will not be avoidable. Leaders from politicians to 

entrepreneurs will have to think different to achieve new kinds of collaboration to find the 

innovative solutions needed. 
 

Transformations occur mostly as a result of technological innovation or from new ways of doing 

business. In both situations, many factors can launch (or magnify) the process of change. It can 

arise from financial crises to changes in demography, the threat of conflict over resources, etc. 

(Lubin & Esty 2010). Transformation arisen from sustainability has caused organizations to 

change their strategy in order adequately to respond to the external changes. Living and working 

in a world that could be home of up to 9 billion people with rising expectations, increased energy 

consumption, food and resource security, dealing with climate change and ecosystem degradation 

issues require massive change in products, services, processes, marketing approaches and the 

underlying corporate strategies which frame them (Seebode et al. 2012). To respond to external 

changes has to be pursued through different thinking towards innovation process that leads to risk 

and cost reduction, waste reduction, new business opportunities and ultimately including 

intangibles value creation such as brand and culture (D. Kiron et.al 2013). These changes pursued 

through sustainability strategy can produce significant savings for firms, and this can be an 

important complement to the cost leadership strategy and in that matter to every single business.  

1.2 Starting point 

The traditional view of business is to make profits. Economists and financiers have argued that 

the purpose of business is to make money — the more, the better (Kanter, 2011). Indeed, 

“neoliberal economics, led by the economist Milton Friedman, argues that the role of the 

corporation is simply to maximize short-term returns to shareholders”2. However increased 

negative publicity on firms using child labor, poor working conditions and customer awareness of 

such misbehavior pushed firms to take first steps toward more responsible business and think 

                                                
2 Dunphy, D., Griffiths, A., Benn, S. (2003). Organizational change for corporate sustainability: a guide for leaders 
and change agents of the future. London: Routledge, 2003. 
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beyond profits by implementing Corporate Social Responsibility (CSR) concept (Schwartz & 

Saiia, 2012). 

In practice, the most common definition of CSR can be found in terms of a philanthropic model 

giving away a part of profit or operating the core business in a socially responsible way. CSR 

literature emphasizes to promote the public good and to contribute to society strength and 

harmony (Costa & Menichini, 2013). However, another term has gained traction over the last 

decade - Corporate Sustainability (CS) that started with a very broad definition “development 

which meets the needs of the present without compromising the ability of future generations to 

meet their own needs”3. CSR would be a much less holistic approach, as it is a more superficial 

concept than CS. The fact that social aspects have been gradually incorporated into the issues of 

CS brought confusion between the concepts (Sarvaiya & Wu, 2014). 

CSR initiative is to minimizing the negative effects and maximizing the positive ones (Nelson, 

2010). The problem with CSR is that these initiatives are short-term, oriented to cope with the 

present problems. Companies engaged in CSR continue to view value creation narrowly, 

optimizing short-term financial performance in a bubble while missing the most important 

stakeholders needs and ignoring the broader influences that determine their longer-term success. 

On the other hand CS for a long time have been seen as a long-term approach toward 

environmental issues, but incorporated social aspects as poverty, human rights into CS concept to 

tackle present issues with long-term approach became a promising solution to satisfy 

stakeholders and shareholders needs.  

Protecting the environment and being socially responsible requires heavy investments, which 

results in an opinion that sustainability and profitability are at loggerheads. However, a study 

published by Harvard Business School in 2013 found out that companies embracing a long-term 

corporate culture of sustainability outperformed their peers in many ways including reputation, 

net income and stock performance (Bonini & Swartz, 2014). Despite that, the long–term 

investments implied might dissuade companies with a model sensitive to costs to engage in 

sustainability. 

                                                
3 World Commission on Environment and Development (WCED). Our common future. Oxford: Oxford University 
Press, 1987 p. 43 
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Hereafter in the paper, the terms “Corporate Sustainability”, “CS” and “sustainability” are used 

as synonyms. 

1.3 Relevance 
An MIT Sloan Management Study on sustainability revealed that one-third of the 4.700 

respondents acknowledges that sustainability is a pillar of competitiveness. Nearly 75% agree 

that it is a permanent part of their agenda and that their commitment will further increase (Kiron 

et al. 2012). However, the high awareness of the advantages gained through the implementation 

of sustainability in the corporate strategy dramatically increased recently in the last five years. 

Figure 1: Management awareness of Sustainability 

 

Source: MIT Sloan Management Review (2012) 

While sustainability has made in the scope of management’s attention, responses indicate that it 

ranks just eighth in importance among other agenda items (Kiron et al. 2012). The level of firm’s 

commitment to sustainability is presented in maturity models (Baumgartner & Ebner, 2010), 

which can be used as a tool to determinate a degree of firm’s involvement in the transformation 
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process towards sustainability. Eccles and Serafeim (2012) investigated the effect of corporate 

sustainability on organizational processes and performance between high sustainability 

companies and low sustainability companies. The results indicate that high sustainability 

companies tend to outperform their counterparts over the long term (Eccles & Serafeim, 2012). 

The findings should draw attention on businesses with a cost leadership strategy. According to 

Banker et al. (2014) the competitive advantage through adopting cost leadership strategy is 

temporary, and sustained long-term profitability is not feasible. In this context, analyzing the 

compatibility between both environmental and social sustainability, and firm’s corporate strategy 

could be a trigger to pursue corporate sustainability with a greater commitment and move beyond 

greenwashing strategy (Ramus 2005).  The greenwashing concept is used when a company 

spends more time and money claiming to be “green” through marketing than implementing 

business practices that minimize environmental impact (Ramus 2005). 

The literature on the impact of corporate sustainability on different corporate strategies is not 

extensive yet. Baumgartner and Ebner (2010) present a framework to illustrate fit between cost 

leadership and corporate sustainability strategy in different maturity phases. Furthermore, 

Baumgartner and Ebner (2010) argue that taking economic, environmental and social 

sustainability aspects simultaneously into account can be assured that a sustainability strategy 

aligns to the general strategic orientation of the firm. However Hahn et. al (2010), Leach et al. 

(2012) Margolis and Walsh (2003) addresses the question of trade-offs firms are facing in 

engaging in corporate sustainability where economic, environmental and social aspects of 

corporate sustainability cannot be achieved simultaneously, and least short-term sacrifices have 

to be undertaken. Our purpose of this paper is not to identify trade-offs. However, the existence 

of trade-offs theory supports our effort to research cost leadership strategy within a concrete 

company. Furthermore, since sustainability is perceived as a win-win strategy by many authors 

such as Burke and Logsdon (1996), Dentchev (2004), Husted and Salazar (2006) it remains of the 

utmost interest to understand the impact of this approach to cost leadership companies.  

1.4 Research gap 
Since the beginning of the 1990s, academic community and corporate sector have been showing 

increased interest in corporate sustainability topic (Hart, 1995; Porter, 1987; Porter & Linde, 
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1995; Shrivastava, 1995). Nevertheless, there is still substantial skepticism and uncertainty if 

companies can adapt sustainability approach to their current corporate strategy without 

sacrificing their competitiveness. 

Corporate sustainability is a hot topic for researchers over the last years, which mostly tried to 

prove or disprove the sound economic rationale for corporate sustainability management. 

Nevertheless, most studies adopted a broad view using samples covering multiple industries. 

Consequently, studies focusing on particular sectors (Salzmann et al., 2005), which is particularly 

important because of the uniqueness of sustainability in different sectors. Despite the increasing 

awareness of managers of the sustainability issue (cf Figure 1), there is still a lack of 

investigation assuming an holistic perspective of the role of the new priorities, implied by a 

sustainable approach to doing business, compared to traditional priorities and of their effects on 

traditional operations strategies (Jabbour et al., 2012). 

Sustainability involves adding even more complexity to the problem of defining the operations 

strategy. First, developing a sustainability strategy is a rather complex task itself (Mohrman and 

Worley, 2010). Also, relationships among environmental and social priorities and other 

operations competitive priorities are not sufficiently studied and discussed (Wu and Pagell, 2010; 

Gimenez et al., 2012). Evidence will be fundamental to define how environmental and social 

priorities are integrated with traditional competitive priorities and the extent to which they are 

relevant to foster companies’ competitiveness. Ability to explore sustainability might as well 

differ due to the maturity level of companies regarding corporate sustainability (Cagnin et al., 

2005). 

With this research effort, we intend to understand the relation between cost leadership strategy 

and corporate sustainability, and its implications using the triple-bottom-line concept defined by 

Elkington (1997). This concept regards sustainability from a tri-dimensional perspective: 

economic, environmental and social dimensions. We will especially investigate how 

sustainability enhances company’s ability to convert sustainability challenges into competitive 

advantages in the form of financial and non-financial gain. 
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1.5 Aim and research question 
Driving down costs is a way to increase profitability and to compete on cost, companies with cost 

leadership strategy must balance price with acceptable quality (Porter 1995). Furthermore, 

according to Peters and Zelewski (2011) activities for sustainable development are categorized 

into two dimensions of effects on costs in the long term and effects on product quality. Trade-offs 

occur when activities are incompatible. The cost of pursuing sustainability strategy may make 

difficult to achieve cost leadership since a competitor who is also pursuing cost leadership is 

neglecting such activities. For instance, producing goods using renewable energy has no effect on 

the quality of the goods but requires additional initial investments. Refusal to use toxic chemicals 

in the goods increases quality but results in per unit cost increase. Training employees to act in 

the best interests of sustainable development also initially generates costs. The situation is similar 

to the one when a company attempting to combine the two overall generic competitive strategies 

(cost leadership and differentiation) risks to be “stuck in the middle” (Pertusa- Ortega et al., 

2007).  

A common explanation is that a differentiation strategy raises costs, and these costs are an 

obstacle to achieving the strategic aim of cost. The other side of the story according to Corsten 

and Will (1993) is that hybrid generic strategies can be successful because of gained ability to 

adapt quickly to environmental changes and learn new skills and technologies.  Sustainability 

strategy raises costs, and these costs may prevent a company from being able to beat competitors 

on costs, which is the aim of the cost leadership strategy (Peters & Zelewski 2013). From this 

assumption, rises the question if sustainability costs are convertible to added value without being 

an obstacle to cost leadership strategy, in other words if sustainability is compatible with cost 

leadership strategy. 

The aim of the research is to analyze whether a firm pursuing a cost-leadership strategy is able or 

not to adopt sustainable business practices without damaging its competitive advantage. Our 

primary focus will be on CS and its activities, which is increasingly seen as a megatrend, 

providing new tools for business that is believed to be an essential part of every corporate 

strategy in the coming years. Then, as there already exists general research about the impact of 

CS on business sustainability, this research effort aims to take proceed with an extensive study on 
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compatibility though competitiveness perspective between sustainability and cost leadership 

strategy. Within cost leadership, the study focuses on social, environmental and economical 

dimensions of a Swedish cost-leadership-strategy-lead manufacturer. Lastly, the research aims at 

determining how new sustainable practices affect the cost leadership strategy both in terms of 

competitive advantage and also in terms of creating new opportunities for a firm. To find an 

answer to the gap found in the research literature, the following research question is raised: 

 “How does Corporate Sustainability affect Cost Leadership strategy in terms of 

competitiveness?” 

  
To answer that question, we have elaborate four main sub-questions, which we will answer in the 

case of Ikea: 

1. What are the competitive advantage and opportunities gained through the social 

dimension of Triple Bottom Line? 

2. What are the competitive advantage and opportunities gained through the environmental 

dimension of Triple Bottom Line? 

3.  How do social and environmental dimensions affect the economic performance? 

4. At which maturity level is IKEA pursuing its Corporate Sustainability approach? 

 

Since Corporate Sustainability is concerned with acting in a socially, environmentally and 

economically responsible way, it makes sense to lead our research following the triple-bottom-

line approach. In order to determine whether sustainability aligns with a Cost-Leadership 

strategy, we will then investigate which opportunities are implied by the social (2) and 

environmental (3) initiatives taken in the context of the integration of sustainability. 

One might underline the absence of the notion cost leadership in our sub-questions. Formally, we 

tend to agree. Nevertheless, one should also remark that the third research sub-question is 

concerned with the economic dimension of TBL, i.e., with how the economic performance of a 

company is impacted by the social and environmental initiatives resulting from the integration of 

CS. To do so, we will focus on detailing the cost optimization/reduction implied by the 

integration of corporate sustainability. This makes all the more sense than cost optimization is the 
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primary aim of the economic dimension of the triple-bottom-line approach and the core focus of a 

cost-leadership strategy. 

Our last question is concerned with asserting the level of commitment of Ikea toward corporate 

sustainability. Determining which maturity phase they have reached in this process will help us 

draw more generalizable and accurate conclusions in the following parts of our research. As 

mentioned earlier, the findings will present answers to these four questions in the particular case 

of Ikea. More general conclusions will be drawn in the discussion part. 

1.6 Thesis delimitation 
The study examines the situation at one given company. Thus, we cannot ensure that our 

conclusion would perfectly fit all other organizations. This is mainly because the company 

studied has a singular profile, with activities encompassing distribution but also manufacturing, 

which may have a major effect on our findings. Furthermore, impacts of social initiatives on the 

environmental dimension and vice-versa will not be discussed in this study as they are not 

believed to have significance over the phenomenon investigated. 

Furthermore in chapter 1.1 we explain our choice of researching CS over CSR within cost 

leadership strategy that led us to exclude judgmental outlook on Ikea’s activities. Careful 

attention was paid not to judge whether or not companies are good corporate citizens or not 

which lead us to ignore issues related to CSR. Instead, our focus was to see how companies with 

cost leadership strategy implement different social and environmental activities through 

economic outlook. 
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1.7 Structure of the paper 
The paper has two main parts. The first part is a theoretical discussion, and the second part is an 

empirical investigation analyzing how corporate sustainability affects a Cost-Leadership strategy 

reality in one investigated firm. 

Figure 2 Structure of the paper 
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2. Conceptual Framework  
In this chapter we introduce theories to be used in analysis to answer the research questions. The 

conceptual framework chapter consists of our two main concepts: corporate sustainability and 

cost leadership strategy.  We start with elaborating corporate sustainability theory followed by 

sub-categories of triple bottom line and sustainability maturity levels concepts. The second part 

of conceptual framework we discuss cost leadership strategy and its competitive advantages. Last 

part regards links two major theories in order to connect both concepts. 

2.1 Corporate sustainability 
2.1.1 Literature on CS 

In 1987, the World Commission on Environment and Development (WCED) discussed the 

general concept of sustainability and silver lining were drawn that became a guidance for 

corporate sustainability concept: “development that meets the needs of the present without 

compromising the ability of future generations to meet their own needs” (World Commission on 

Environment and Development 1987). Sustainable development focuses on sustainability of the 

environment (e.g., minimizing environmental damage) as well as social concerns (e.g., poverty, 

human rights), such as the economic effects of a firm’s activities (Amini & Bienstock, 2014). 

Sustainability concept introduced at WCED conference addressed the need to transform 

businesses platforms through innovation on strategy, design, manufacturing and brand.  

The transformation that is capable to turn challenges to opportunities in rapidly evolving world. 

In order to achieve positive outcomes, transformation has to be coupled with responsible 

investment, which means becoming socially and environmentally sustainable company by 

reducing negative environmental and social impacts by its activities (Baumgartner, 2013). 

Furthermore, according to Hansen et al. (2009), the interrelationships between innovation and 

sustainability are vital, both in terms of competitive advantage, as well as a means to maintain the 

overall capital stock (economic, environmental, social) of a company. Sustainable approach 

involves of a variety of stakeholders in the innovation process such as suppliers and customers 

(Amini & Bienstock, 2014). Therefore, a firm adapting sustainable innovation has to go beyond 

own organization units and include suppliers, customers in the whole transformation process 

towards responsible and sustainable business. In other words, sustainability needs to be 
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incorporated into corporate strategy together with open communication, partnership to different 

stakeholders.  

Growing sophistication level of firm’s increases awareness of the relationship between 

innovation and sustainability that helps to identify synergy between innovation and sustainability. 

Firm increases sustainability with the innovation development once they see the benefits that 

corporate sustainability strategy is bringing to their company (Lampikoski et al. 2010). For most 

firms to engage in CS remains difficult to reconcile with the objective of increasing shareholder 

value. Indeed, "some have even advocated that creating a more sustainable world will require 

firms to sacrifice profits and shareholder value in favor of the public good" (Galaskiewicz 1997). 

However, challenges associated with sustainability can help to identify strategies and practices 

that contribute to a more sustainable world and simultaneously drive shareholder value through 

creating a sustainable value for the firm (Hart & Milstein 2003).  

Apart new opportunities, CS strategy is changing the way companies are managing the risks 

associated with companies’ performances. The practices are shifting from risk reduction to 

creating the value. A perfect example of such approach can be found in evolution process where 

companies go from pollution control to pollution prevention and from pollution control to 

product stewardship. Pollution control means cleaning up waste after it has been created; 

pollution prevention focuses on eliminating waste before it is created and product stewardship 

focuses on all environmental impacts associated with the full life cycle of a product (Hart, 1997). 

Adapting sustainability approach instead of just working to prevent risks creates the value to the 

company in form of reduced waste and savings.  

Beyond sustainability strategy exists enormous challenges and opportunities. As soon as firms 

realize that environmental challenges might actually become a major source of revenue growth, 

they usually start to implement sustainability strategy through the whole organization (Hart 

1997). Operational performance correlates with long-term economic metrics, but not so much 

with short-term metrics (Glover et al. 2011). Both Hart and Milstein (2003) and Gray and Stites 

(2013) emphasize that corporate sustainability is a complex and multidimensional concept where 

businesses are actively trying to balance those considerations with social and environmental 

concerns. The complexity arises from the fact that challenges requires multidimensional 
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collaboration and cannot be addressed by single corporate action. It has to reflect the firm’s 

progress toward triple-bottom-line that relates to organization’s financial performance (Glover et 

al. 2011). 

Complexity level of transformation might be a deterrent for some firms to pursue sustainable 

development. In cases like this, legislations and regulations are playing an important role in 

fostering sustainable development. According to Hansen et al. (2009) new regulations and laws 

in social and environmental matters increase the pressure for innovativeness and sustainability 

presents a new source of ideas and visions leading to new business opportunities.  

There is a wide agreement by academics that the challenges of sustainability offer significant 

potential for innovations related to business opportunities as a major source of sustained growth 

for firms. Practitioners has quite different outlook.  According to Lampikoski et al. (2010) only a 

minority of businesses considers sustainability as a source of innovation because sustainable 

development has been recognized as a difficult and expensive activity. The costs and ability to 

achieve competitive advantage with sustainable development are differing from firms to firms 

depending on their strategies (Hall & Wagner, 2012). Hansen et al. (2009) generalized six market 

opportunities that can be achieved through sustainable development: "reduction of costs through 

increase of efficiency, reduction of risks, planning reliability, assurance of legitimacy, attraction 

of new customer segments and development of new product and business segments" (Hansen et 

al, 2009).  

Internet era brought the concept ‘born global’ where the firms from day one had a global strategy. 

In the same way, the rising importance of sustainability emerged term ‘born sustainable’. A 

company with old traditions and strong organizational culture has to go through the process of 

change to implement corporate sustainability strategy. The concept of triple bottom line and 

sustainability maturity framework is a well-established guide to follow the path of sustainability. 

2.1.2 Sustainability framework and three dimensions of performance  

The history shows that business, which can adapt to new circumstances in the changing 

environment is long lasting. Firms that is unable to adapt to new environment, risks of servicing a 

decreasing market. Sustainability is becoming increasingly important in today’s corporate world 
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and balancing between social, environmental and economic activities can greatly contribute to the 

current and future success of organizations. According to Lubin and Esty (2010) only by 

integrating social, environmental and economic objectives into corporate decisions, firms can 

successfully pursue transformation towards sustainability. These three dimensions represent three 

main pillars of sustainability (People, Planet and Profit) and are also known as the ‘‘triple-

bottom-line’’ concept (Elkington 1997).   

Figure 2: Triple-Bottom-Line concept 
 

 

Source: Greenplanetethics (2014) 

Every of these dimensions include multiple activities that depending on firm’s activity sphere can 

differ dramatically. There are general recommendations as guideline which activities company 

can take into account when planning sustainable development. Social dimension priorities might 

be such as: privacy and equality, health and wellbeing, locality and communities, educational and 

development, relieving poverty, human rights, safety and security, ethics and governance. 

Environmental dimension priorities: building design, renewable energy, logistics and transports, 

end of life disposal, waste management, emission and pollutions, sustaining diversity. Economic 

dimension priorities: business model, efficient processes, competitive advantage, profitable 
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growth, investor growth, enterprise partners, good employer, creativity and innovation (Fisk, 

2010). 

These principles represent a necessity, if any one of the principles is not supported, development 

will not be sustainable (Dyllick et al. 2002). "Organizations must apply sustainability to their 

products, policies, and practices in order to express sustainable development" (Browne 2002). 

Furthermore, focusing only on the economic dimension is proved to be beneficial for short-term, 

but not over the long-term (Dyllick et al. 2002). It is recommended that all dimensions of CS be 

followed simultaneously (Müller & Pfleger 2014). The balancing all three dimensions leads to 

the better performance for sustainability practices of an organization (S. Gupta and V. Kumar 

2013). 

Dyllick and Hockerts (2002) provide a set of definitions to every aspect of triple bottom line:  

"Economically sustainable companies guarantee at any time cash flow sufficient to 

ensure liquidity while producing a constant above average return to their 

shareholders". 

"Environmentally sustainable companies use only natural resources that are consumed 

at a rate below the natural reproduction or at a rate below the development of 

substitutes and they do not engage in activity that degrades eco-system". 

"Socially sustainable companies add value to the communities within which they 

operate by increasing the human capital and they manage social capital in such a way 

that stakeholders broadly agree with the company’s value system". 

Corporations should apply these dimensions to the corporate strategy while maintaining their 

reasonability to their stakeholders and their shareholders. Müller and Pfleger (2014) recognize 

that sustainability rests on its ability to work harmoniously in its social and environmental 

settings. Both social and environmental dimension are concerned primarily with increasing 

economic sustainability (Dyllick & Hockerts, 2002) to make sustainable social and 

environmental practices a good business practices.  
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For years, the general conception had it that there was an inherent and fixed trade-off: social and 

environmental versus economic approach (Porter & Linde, 1995).  On one side, being socially 

and environmentally sustainable company you create a shared value but on the other side costs 

engaging in sustainable development challenges higher prices and reduced competitiveness 

(Porter & Linde, 1995). Today there is quite opposite view on the cost of pursuing sustainable 

development. The costs of environmental input can be minimized, if not eliminated, through 

innovation that delivers competitive benefits (Porter & Linde, 1995).  Innovation can address the 

root causes of pollution by improving resource productivity or/and by managing more efficient 

utilization of particular inputs and better products. It requires constant improvement of the 

products by reducing all resources that are involved in the use and production of the products 

(Müller & Pfleger, 2014). Hence, firms that pursue sustainable development do not engage in 

activities that do not decrease their footprint. Sustainable innovation approach can save money 

and reduce their environmental footprints that transforms into competitively priced goods and 

services while at the same time progressively reducing environmental impacts and resource 

intensity throughout stewardship to a level at least in line with the earth’s carrying capacity can 

bring quality of life to society (Dyllick & Hockerts, 2002). 

A triple bottom line helps companies to understand how sustainable practices affect theirs 

business and various range stakeholders. Following triple bottom line guidelines organization has 

a responsibility to its employees and communities in which it operates that in some cases goes 

beyond its activity scope. Social development is achieved through supporting social and cultural 

activities globally as well as local communities (Müller & Pfleger, 2014).   Increasingly inclined 

practices to integrate society’s expectations into their corporate strategies are response to rising 

pressure from consumers, employees and other stakeholders. Nevertheless, acting socially 

responsibly generates opportunities to explore new sources and markets that are turned into a 

competitive advantage (Petrini & Pozzebon, 2010).  

2.1.3 Maturity Phases and Sustainability Initiatives 

Triple bottom line identifies the connection between social, environmental and economic 

dimensions and sustainability maturity model shows the progress towards sustainable 

development (Cagnin et al., 2013). Corporate world accelerating to realize that satisfying 
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society’s sustainability needs not only helps to avoid risks, but may also create opportunities also 

as Porter and Kramer (2011) termed it – shared value creation. Firms at the higher end of 

corporate sustainability maturity have started to adopt their strategies, proactively including 

society’s concerns (Zadek, 2004; Maon et al., 2010). Due to their large-scale impacts, 

multinational firms can foster innovation, transfer technology as well and spread wealth creation, 

raise productivity, and improve living conditions for people around the world (Nelson, 2006). 

Trying to integrate sustainability challenges into business strategies, companies seem to move 

through stages of maturity, usually starting from a more reactive approach, evolving to a risk 

management approach, and finally to exploiting business opportunities and causing positive 

transformations in society (Spitzeck et al. 2013). Sustainability maturity model assesses that 

companies can only contribute to sustainable development if corporate performance improves in 

all three dimensions (economic, environmental, and social) simultaneously (Figge et al. 2002). 

Most common sustainability maturity model defines five-level maturity grid. According to 

Cagnin (2005) moving from level 1 to level 5 indicates greater commitment and integration of 

sustainability in the firm’s current strategy. Maturity levels according to Cagnin (2005) are: 

• Level 1: Sustainability is conceived as an ad-hoc strategy. At this level, there is little 

understanding of the subject and few-or-no related policies.  

• Level 2: companies begin considering sustainability aspects in decision-making, which 

means only mandatory rules and laws are respected. 

• Level 3: elementary integration of sustainability aspects into corporate strategy. In 

compliance with sustainability-related laws the organization has developed capabilities 

and skills and encourages individuals to contribute to sustainability programs. 

• Level 4: satisfying consideration of sustainability issues (usually above the industry 

average). Sustainability is a component of the business life cycles. 

• Level 5: outstanding effort toward sustainability. The organization employs sustainable 

practices across the entire enterprise and includes customers, suppliers, and partners. The 

industry recognizes the organization as a sustainability leader and uses its sustainability 

maturity practices to drive industry standards. 
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Table 1 illustrates actions that organization is pursuing as it develops a more mature and forward-

looking approach to sustainability with a reporting process that is integrated into value creation. 

Sustainability engagement with business value is focused on how Environmental Social 

Governance (ESG) measurement and management can contribute to future growth. In this sense 

sustainability is seen a source of innovation and competitive advantage in firms value chain.  

Table 1 : Maturity phase, Cagnin (2005) p.22 

 
Source: Cagnin (2005) 

 



 
 

Master Thesis 
 

 
Sarka & Bouvrain 

 

 19 

 

According to Packalén (2010) sustainability is achievable only if it is regarded as a culture-

transforming, creative project for the entire society where culture and sustainable development 

goes hand in hand. Taking into account that CS initiatives have a more positive effect on 

company performance if they are linked to organizational strategy (Amini & Bienstock, 2014) the 

same approach can be applied to organizational culture. Furthermore, central idea is that 

organizations will have to develop a sustainability-oriented organizational culture when 

implementing corporate sustainability in every aspect of business (Linnenluecke & Griffiths, 

2010). Tighter integration of different aspects of sustainability in the corporate strategy most 

likely will require organizational culture implement sustainability culture in day to day activities.  

In their analysis of the relationship between organizational culture and corporate sustainability, 

Linnenluecke and Griffiths (2010) preserve that cultural change efforts and communications, 

such as publication of sustainability related concepts in employee training and employee 

evaluation systems can encourage shifts in organizational values and beliefs related to 

sustainability. According to Amini and Bienstock (2014) as an organization’s culture becomes 

more sophisticated with respect to CS, the emphasis will shift from tactical to strategic, and 

finally to the most sophisticated level of sustainable organization that recognizes the potential 

impact of scarce natural resources on a firm’s strategic capabilities and the importance of a zero-

waste approach to the way they do business. While some firms can take instant changeover 

approach or choose totally to ignore it, most firms will have greater success if they consciously 

and systematically integrate sustainability into their existing culture and processes.  

The practice of CS in firms that is integrating sustainability in theirs organizational strategy "is 

moving beyond ad hoc, opportunistic efforts to embrace a more holistic, strategic approach that 

pursues transformational goals, frequently through partnerships that engage multiple entities, 

including competitors, suppliers, governments, and NGOs" (Cagnin et al. 2013). Collaborations 

require working together with diverse stakeholders and therefore there is a learning curve for 

companies to find the best practice to unite and communicate with these different stakeholders. 

Firms by working closely with value chain partners and other key stakeholders can discover 

optimal solutions towards sustainability (Worley et al. 2010). Firms through collaboration can 

enable greater efficiencies, cost reduction, better product and packaging performance and 
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ultimately increase competitive advantage. Collaboration remains as one of the key elements to 

catalyze solutions to the sustainable development challenges and convert these challenges to 

competitive advantage. The value and the need for close collaboration with different stakeholders 

rise together with firm’s goals to move to high performance sustainability (Cagnin et al. 2013) 

Collaboration generates advantages that are not achievable when organizations and partners 

function independently (Lampikoski et. al. 2010). Stand-alone fact that climate change, human 

rights, poverty, depleting natural resources is global problem and no single organization or sector 

has the knowledge or resources to pursue the change alone. Therefore collaboration is one of the 

keys to unlock sustainability advantages. It requires ambitious collaboration with suppliers, 

partners, and other stakeholders, where all players seek to motivate, influence, and interact with 

each other to adopt and scale up sustainable practices (Lampikoski et. al. 2010). Firms can 

cooperate with their value chain partners to improve social, economic and environmental 

performance, for instance through shared learning. Hence, "firms that are collaborating with 

stakeholders within a broad value chain network, and focusing on improving value chain 

sustainability, companies will be better positioned to manage risk" (Worley et al. 2010). 

According to Porter and Kramer (2006) the lack of success that some corporations experience 

with respect to social and environmental sustainability efforts is primarily due to their failure to 

link corporate strategy to sustainability initiatives. Porter and Kramer (2006) maintain that firms 

must perceive sustainability as building shared value rather than as a superficial tool like a press 

relations exercise. Strategic disconnects with respect to sustainability efforts lead to 

fragmentation in corporations’ sustainability efforts that consequently fail to address the triple 

bottom line dimensions of sustainability and result in frustration. 

2.2 Cost leadership strategy 

We have decided to focus on cost leadership strategy, which is one of the four generic strategies 

(figure 3) defined by Michael Porter. 
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Figure 3: Porter’s Generic Strategies 

 

  

Source: Porter (1985) 

Hereafter in the thesis, we will use the terminology “Cost Leadership” (or cost leader), and not 

low cost business model, as the latter is a fuzzy concept on which experts have not been able to 

agree on a unique definition. 

Cost leadership is a concept developed by Michael Porter in 1985. This strategy aims at 

increasing profit through 1) higher-than-average profit margin compared to the industry or 2) 

larger market share with average profit margin, and, therefore, lower costs. Company efficiency, 

size, scale and scope enable the setting of a cost leadership strategy, which aims to exploit scale 

of production, well-defined scope and other economies (e.g. a sound purchasing approach), 

producing highly standardized products, etc. 

Such a strategy can only be employed, or is more effective, in stable and predictable 

environments (Marlin et al., 1994); otherwise, this could create severe diseconomies for those 

pursuing a cost leadership strategy, threatening a cost leader’s efforts at efficiency and cost 

control (Miller, 1988). 
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All in all, cost leadership is a competitive advantage. Firms can either achieve a higher-than-

average profit rate but they can also choose not to cut down profit rate since high revenue can be 

achieved through a gain of market share (Hooley et al., 2004; Hackett, 1996).  "Lower prices lead 

to higher demand and, therefore, to a larger market share" (Helms et al., 1997).   

2.2.1 Means to achieve cost leadership 

There are three main sources for companies to compress costs. 

2.2.1.2 Capacity utilization 

Capacity utilization refers to the value of production capacity being utilized over a specific 

period.  Porter (1985) argues that capacity utilization at a given moment is a function of seasonal, 

cyclical and demand/supply fluctuations, which have no influence on the competitive position of 

a company, and rather, capacity utilization over the entire cycle is the correct cost driver.  Over a 

short-medium term period, plant capacity is fixed, and variations in output relate to variations in 

capacity utilization (Grant, 1996). During periods of low demand, fixed costs are spread over 

fewer units of production and consequently increase the cost per unit (Grant, 1996). On the other 

hand, when demand grows significantly, the output may be pushed beyond the usual full capacity 

and will result in an increase of cost per unit (Grant, 1996). 

2.2.1.2 Economies of scale 

According to Hooley et al. (2004), scale economies are the most effective cost driver in many 

industries and arise from gains in efficiency or changing the way things are done in volume.  

Economies of scale result of output increases, for which no proportionate increases in inputs was 

needed (technical input-output relationships). Nevertheless, many resources are not available in 

small quantities and consequently offer economies of scale.  In that sense, firms can spread the 

costs of these items over larger volumes of output. 

Scale economies arise from three main sources: 

• Technical input/output relationships. Increases in output do not necessarily require 

proportionate increases in input. A similar relationship exists in inventory requirements: 

as sales and output increase, inventories do not need to be increased proportionately 

(Grant, 1996). 
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• Specialization. Larger volumes of output require the use of more inputs, which allows for 

increased specialization of the tasks of individual inputs (Hill & Jones, 2012). 

• Capacity to spread fixed costs over a large output volume. Fixed costs being costs due to 

the production process regardless of the level of input and include the costs of purchasing 

and setting up machinery, of facilities, advertising and  R&D (Hill & Jones, 2012). 

2.2.1.3 Value chain 
Linkages between various activities within a firm can affect costs. In 1985, Porter stated that 

there were two types of linkages: 

• Internal Linkages exist between both direct and indirect activities of the value chain that 

impact costs (including quality control and audits, which are greatly affecting costs). 

According to Porter (1985), changing the way of performing a linked activity not only 

will affect the cost of another activity but will also affect the cost of all its linked 

activities.  Therefore, a company must optimize such linkages to obtain competitive 

advantage. 

• External Linkages exist between a firm and its suppliers or a firm and its distributors and 

potentially impact the firm's activities' costs.  According to Porter (1985), external 

linkages with suppliers and channels can lower costs through coordination improvement 

and joint optimization between the activities of the company and its value chain of 

suppliers.  For instance, lean logistics can diminish inventory requirements (time of 

storage, etc.). The same way, appropriate packaging of supplier products can reduce 

handling cost. 

Depending on the integration of activities, internal or external linkages might be of utmost 

importance. 

2.2.2 Competitive challenges 

Firms pursuing a cost leadership strategy face a number of risks, also labeled as competitive 

challenges. 

2.2.2.1 Complexity 

As a company grows, its complexity increases. This process is called managerial diseconomies 

and translates into less efficiently run operations. The growth of a company can, therefore, be 
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detrimental to its own business by harming flexibility and reactivity. In other words, the ability of 

managers to control and operate it efficiently becomes limited (Porter 2008). Therefore, cost-per-

unit of outcome tends to increase, which is contradictory with the principle of a cost leadership 

strategy. Complexity is seen a dimension of uncertainty by Duncan (1972) which explained that a 

rising level of complexity requires managers to change their strategies to achieve higher 

performance. Let’s underline that complexity can also arise, for obvious reasons, from external 

linkages (cooperation with external organizations) as underlined by Porter (1985). 

2.2.2.2 Employee motivation 

A significant source of diseconomies of scale lies in employee motivation. If high volumes of 

production allow workers to specialize in smaller and more narrowly defined production tasks, 

Porter (2008) acknowledges that increasing scale sometimes dampens employee motivation 

resulting in diseconomies of scale. Indeed, previous studies suggest that specialized jobs can be 

demotivating for employees and will “have a tremendous effect on productivity” and quality 

(Valencia, 1998; Hackman & Oldham, 1976). 

Factors impacting employee motivation are divided into two categories; motivator factors on one 

side regard the work itself, hygiene factors on the other side regard the environment (Herzberg, 

1966). Therefore, means to foster and maintain employee motivation include (Valencia, 1998): 

• The use of performance incentive programs 

• The providence of a good work environment 

• Increasing task identity, i.e. the degree to which a job and/or its outcome(s) are 

meaningful (Hackman & Oldham, 1976) 

• Increasing task significance which is concerned with making employee feel that what they 

do is significant or important (Hackman & Oldham, 1976) 

2.2.2.3 Supply chain risks 

The supply chain is of the utmost importance for companies. Being able to secure input is an 

important and constant concern for companies (Porter, 1985). Suppliers can increase cost 

pressure through price increases for the goods or services they supply/perform. They can also 

reduce their quality. Moreover, if any above-normal profits might vanish for a cost leader, due to 
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higher supply costs, they would still earn an above-normal profit (Cavinato, 2004). The 

categorization for identifying risks and uncertainties in supply established by Cavinato (2004) 

refers to it as “financial”. Therefore, it is of the utmost importance for companies to secure their 

supply chain. 

2.3 Sustainability and generic strategies 
This section links generic strategies defined by Michael Porter (1985) and sustainability, 

identifying issues related to the implementation of the second one in different types of strategies. 

This also helps get a better understanding of the complexity of the phenomenon that has not yet 

been extensively studied in the case of cost leadership. 

Sustainability is becoming key competitive priorities for companies, but the way sustainability is 

integrated with operations strategies remains an open issue. Most multinational firms have 

incorporated some sustainability initiative within operations, such as ethical sourcing, 

sustainability report, reducing carbon usage and recycling initiatives. The study conducted by 

Longoni et al., (2015) shows that when sustainability priorities are introduced, companies 

integrate them into traditional operations strategies rather than developing new approaches to 

competition. Therefore, sustainability is not an isolated business priority but is instead 

incorporated to expand traditional operations strategies. Hence, firms plan long-term 

sustainability programs that are tied to business objectives, resulting a more integrated approach 

to sustainability (Longoni et al., 2015). 

Following the logic that sustainability is an integral part of traditional operations strategies, it is 

safe to state that sustainability priorities are, to some extent, unique to every corporate strategy.  

Porter (1985) introduced famous generic strategy framework claiming that firms, which choose 

to implement strategies, based on either differentiation or cost leadership may enjoy superior 

performance. Cost leadership based primarily on operational efficiencies, however, is easily can 

be copied and the superior performance achieved through such strategy is lost over time (Porter, 

2001). Furthermore, Banker et al. (2014) recently conducted an empirical study and results 

indicate that differentiation is a source of sustainable performance while cost leadership is not, 

and firm’s current profitability is more fragile. 
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Sustainability priorities deployment is different within a cost leadership strategy and a 

differentiated one. The efficient use of resources and waste generation prevention, environmental 

sustainability priorities are suggested to be related to cost-leadership business strategies (Banker 

et al., 2014) and can be seen as a trigger to enhance innovation business strategies and create new 

practices. However, the effect of environmental and social sustainability deployment on operating 

cost is under discussion with controversial results because it may sometimes be difficult to 

include in operations strategy models (Longoni et al., 2015). Taking into account that cost 

leadership strategy are less sustainable strategies and more fragile to future profitability than 

differentiation strategy (Banker et al., 2014 and Longoni et al., 2015), we have solid ground to 

believe that sustainability strategy in cost leadership strategy could give long-lasting competitive 

advantage and make less fragile to future profitability. 

For the same reason in the next part of conceptual framework we chose to elaborate cost 

leadership strategy that will be used for further analysis to answer the question: How does 

Corporate Strategy affect Cost Leadership strategy, in terms of competitiveness? 
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3. Research Methodology 

This chapter describes the methodology applied in this research; it covers the unit of analysis and 

justifies the methodology used. Data sources and collection methods are reviewed. Lastly, 

validity and reliability are assessed.  

3.1. Research process 
The introduction and conceptual framework have introduced, explained and illustrated the role 

and the challenges of corporate sustainability integration within a cost leadership corporate 

strategy. As underlined by our interviewee (store manager at Ikea Jönköping, April 2015), 

successful sustainable approach to business has to take into account all three dimensions into 

account, ant not leave economic dimension on the side. The purpose of this research is to 

determine how the sustainability integration impacts one company’s cost leadership strategy. We 

aim to contribute both theoretically in the field of sustainability, but also empirically by 

providing suggestions to align the means to achieve sustainability with the goals of CL. The 

research processes will be illustrated in the following steps: 

3.1.1 Research topic identification 

The process of identifying the research topic was challenging and time-consuming. After 

intensive reading, finally an interesting theoretical gap was identified between corporate 

sustainability integration and imperatives of a cost-leadership lead company. There has been a lot 

of research done in the field of corporate sustainability. However, its effects on CL strategy are 

not really investigated yet. This makes it an interesting topic to study. Thus, we believe our 

research, while providing us with the knowledge we seek, can simultaneously contribute to the 

existing academic findings. 

3.1.2 Searching for access 

As soon as we decided the topic, we started searching for suitable projects. Aware that Ikea was 

orientating much of its image toward being responsible and also knowing that the company had 

committed in 2014 to a 100% renewable energy consumption goal for 2020, we began to contact 

store managers at different store locations. If contact was established in Linköping, it then proved 

unsuccessful. On the other hand, Jönköping’s store manager responded favorably to our request 
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after receiving greenlight from her sustainability manager. To investigate more deeply our last 

sub-question and to cross check data found in corporate documentation, we had an interview with 

Jönköping’s store manager, to which succeeded a survey answered by 13 respondents. 

3.2 Unit of analysis 
When making researches on the subject, we noticed that literature about sustainability and its 

impact on CL strategy was quite limited. Therefore, we have decided to work on a case study 

format. Indeed, case studies are particularly appropriate in areas where theory is not well 

developed and are therefore a starting ground for more extensive research (Scapens, 1990). 

Particularly, a case study is a good source for formulating hypotheses, which can be tested in 

further research (Abercrombie et al., 1984). Nevertheless, Flyvbjerg (2006) shows that careful 

choice of the company or organizations allows for generalization (to some extent) of the results. 

Moreover, a case study is appropriate to investigate a contemporary issue (Yin, 2003) such as the 

adoption by Ikea of a corporate sustainabiltiy approach. This methodology is even more 

appropriate in this case than sources of data related to the use of sustainable business practices, 

and the corporate strategy of Ikea are numerous (Yin, 2003). 

Last but not least, the case study format is well adapted to the aim of our research. Indeed, the 

aim is to determine how implementation of corporate sustainability impacts the competitive 

advantage of cost-leader companies (in this case Ikea). Indeed, since many parameters need to be 

taken into account (competitive challenges, maturity level, etc.), studying a single company is 

more suitable with the time constraint implied by a master thesis. 

From our perspective, it seems irrelevant to study the phenomenon from a CSR perspective. 

Indeed, Costa and Menichini (2013) emphasize that CSR is more concerned with customer 

loyalty and image improvement. Moreover, it is more reactive; as it tries to superficially cover up 

for the negative impact a company has had in the past and present. Therefore, initiatives are short 

term. On the other hand, CS is a long-term approach toward environmental issues, but 

incorporated social aspects as poverty or human rights to tackle present issues with long-term. 

Moreover, research exists on CSR’s impact on economic performance, while the literature on CS 

impact on economic performance still greatly lacks. To finish, it was clear that Ikea was adopting 

a long-term approach to sustainability, which goes beyond CSR. 
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3.3 Choice of company 
As argued by Porter (1985), a cost leadership strategy is only viable if the environment of the 

company is stable. Therefore, we chose the furniture industry, which is characterized by its 

maturity, a large number of customers and a stable competitive environments and cost 

constraints. Indeed, some actors in the industry have adopted a lean production strategy (Hunter 

et al., 2004). This production strategy is designed to produce quality products at the lowest 

possible cost. 

IKEA has a clear mission: “At IKEA, our vision is to create a better everyday life for the many 

people. Our business idea supports this vision by offering 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”4. Following IKEA’s mission statement it qualifies under a cost leadership 

strategy (Porter’s generic strategies).  Moreover, as defined by Porter (1985), cost leadership is 

often driven by company efficiency, size, scale, scope and cumulative experience. The difficulty 

is to deliver a right mix between acceptable quality and fairly low prices. Also, the cost 

leadership strategy aims to exploit the scale of production, well-defined scope and other 

economies producing highly standardized products. Regarding this aspect, Ikea can be considered 

a good fit since it targets particular group of customer  -people who want value at a low price but 

are willing to do a bit of work- and has understood their needs. Ikea then provides quality 

furniture at the low price to its customers by making some trade-offs like ditching typical sales 

people and relying on a self-service model. Similarly, rather than relying on third party 

manufacturers, Ikea designs its own low-cost, modular, ready-to-assemble furniture. Moreover, 

Ikea relies on manufacturers in low-wages countries, which help it keep its costs low. 

Furthermore, from its birth, when it was only a small business, operating in Älmhult, South of 

Sweden, Ikea tried to compress its cost. That is when emerged the idea of reducing labor and 

transportation cost by selling furniture in kits (Alternatives Economiques, 2010). Nevertheless, 

we think that the cost leadership strategy of Ikea -which makes everything to compress costs 

(building additional value compared to the original offer)- makes it a good choice from which 

many of our conclusions will be generalizable. Two mechanisms are involved: the retraction and 

                                                
4 Ikea.com,. 'Our Business Idea - IKEA'. N.p., 2015. Web. 22 February 2015. 
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the volume effect. Retraction consists in transferring one link of the value chain to customers, 

like Ikea does by letting end-users assemble furniture themselves, without a substantial decrease 

in perceived value. Savings for IKEA, especially in terms of storing and transportation, are 

considerable to IKEA while perceived value only slightly decreases (Santi & Nguyen, 2012). 

Along with cost leadership, IKEA also offers differentiated features. IKEA products are 

differentiated because their products are different through good, nice and simple in design 

(Bambang Baroto et al., 2012). However, IKEA do not charge premium price, where in case of 

differentiation, to cover the cost of differentiation, the firm has to charge premium price (White, 

1986). IKEA’s corporate strategy seeks out an efficient ways in all activities to reduce the cost of 

warehouse, cost of inventory, cost of management and so on. Taking into account IKEA’s 

mission statement and the extent of differentiation strategy without charging the premium price it 

is safe to assume that overall, IKEA has an overall cost leadership strategy. 

Moreover, Ikea presents itself as a leader (Cagnin, 2005) in terms of corporate sustainability and 

does not use corporate social responsibility lexica in its corporate documentation, thinking that 

sustainability is a source of innovation and competitive advantage. 

3.4 Data collection 

The data used for this research effort consists of bottom-line employees’ interviews for the 

primary data and business magazines, press release, corporate documentation, etc. for the 

secondary data. Our method is therefore a mixed method, combining qualitative and quantitative 

(survey) approaches. Nevertheless, we argue that, overall, our study is qualitative since the 

quantitative data gathered through questionnaire was mainly used to double-check information 

contained in secondary data, and were also used in only one of the four sub-questions of our 

research effort. 

3.4.1 Questionnaire 

Questionnaires were used for practical reasons, since they are the most common way of gathering 

data from a sample of individuals. The main interest of such format is that it allows gathering 

standardized and relatively structured data, in a short amount of time, in order to enable the 

researcher to answer a research question (Matthews & Ross, 2010). Matthews and Ross (2010) 
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acknowledge that questionnaires allow gathering different types of data like facts, knowledge, 

values, institutions and background information about the respondents. It, therefore, made sense 

to investigate our fourth sub question (linked to knowledge of the bottom-line employees and 

learning and incorporation of sustainability within the corporation) using such format.  

Great attention was devoted to the construction of the questionnaires, since this format does not 

allow the researcher to change the questions in the middle of the process (Matthews & Ross, 

2010). Therefore, we tried to ensure that the questions asked would allow us to gather the needed 

data. Even though questionnaires might contain up to five types of questions (Phillips et al., 

2008), our survey only included three types – chosen considering the data needed and having in 

mind the data analysis (Phillips et al., 2008):  

• Open-ended questions, which allow free expression on the respondent’s side – two were 

used to assess respondent’s position and check understanding of sustainability. 

• Multiple-choice questions, which respondent answer to by choosing the most applicable 

answer in the list – one was used to assess learning effort of the company toward 

sustainability. 

• Scale questions, which asked respondents to give their view using a scale (from 1 to 5 in 

this research effort) – 10 were used to assess employee perception of sustainability and of 

Ikea’s sustainability strategy ambitions and efforts. 

The three types of questions used have been chosen considering the data needed and having in 

mind the data analysis (Phillips et al., 2008).  

The primary data gathered for this research has consisted firstly of questionnaires handed to 

bottom-line employees of Ikea’s Jönköping store (Sweden) with three main purposes:  

1. Ensuring the validity of the research effort, as its aim is to prove that all of Ikea’s 

employees know and are concerned with sustainability. Indeed, according to 

(Linnenluecke, M. K., & Griffiths, A. (2010). Corporate sustainability and organizational 

culture. Journal of world business, 45(4), 357-366.), there is evidence that sustainability 

exists only if the corporate culture integrates it, and bottom-line employees are always the 

last strata within an organization to integrate such culture. 
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2. The second purpose is to assess in which maturity phase, regarding corporate 

sustainability, Ikea is. Therefore, the data is of the utmost importance for providing an 

answer to our fourth sub-question. 

3. Lastly, the gathered data also served to check some of the information contained in the 

used secondary data – notably about the knowledge of employees about sustainability. 

This short survey has been conducted with bottom-line employees of Ikea’s Jönköping store 

(Sweden) who could participate anonymously. Participants could either choose to answer in 

English or in Swedish. The surveys have been filled after the lunch break of employees inside the 

employee restaurant on the Sunday 12th of April. This was made possible thanks to the 

cooperation of stores manager, which obtained green light from sustainability managers at Ikea. 

3.4.2 Informal interview 

The primary data used in this research effort also includes an informal interview of Jönköping’s 

store manager, Anna-Karin. Informal interviews’ purpose is to rely on spontaneity when asking 

questions to make the interaction as natural as possible (Gall, et al, 2003). During these 

interactions, the interviewer relies on the interaction with the interviewees rather than following 

a predetermined set of questions (McNamara, 2008). Therefore, questions are being constructed 

as you move forward.  

Other characteristics of informal interviewing include the fact that there is no usage of a 

structured interview guide. They allow for questions based on the interviewee’s responses and 

proceed like a friendly, non-threatening conversation (Lewis-Beck, 2004). Moreover, the 

researchers use brief notes taken in the field to help in the recall and writing of notes from 

experience in the field. This type of interviewing was particularly adapted here since it actually 

consists of casual conversations with the people the people the researchers are observing.  

This type of interview has many advantages. Its lack of structure allows for flexibility in the 

interviewing process. However, some researchers believe informal interviews are unreliable 

because of their inconsistency, thus making it difficult to code data (Creswell, 2007). To gather 

interesting data, it is critical to understand the need for flexibility this type of interview 

requires. 
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We decided to rely on informal interviewing because this types of interviews is particularly 

adapted to the early stages of the development of an area of inquiry, where there is little 

literature describing the setting of interest (Qualres.com). Benefits of informal interviewing are 

numerous (Qualres.com): 

• Interviews do not require scheduling time with respondents. Respondents often see this 

as conversation.  

• Informal interviews may further relaxed interactions and allow respondents to speak 

more freely and openly. 

• Informal interviews, like unstructured interviews, are an essential part of gaining an 

understanding of a setting and its members' ways of seeing.  

The informal interview conducted on the Sunday 12th of April during a 50-minute meeting. Data 

was recorded taking field notes. Those have then been transcribed the same day in order to better 

understand the answers and to work faster with a high quality, following Saunder et al. (2009) 

recommendations. 

3.4.3 Secondary data 

Secondary data comes from a number of sources including business magazines, news articles, 

company reports and also previous research efforts. The list of secondary data sources used for 

research purpose is consultable on the table below.  

Ikea follows the Global Reporting Initiative (GRI) guidelines on sustainability reporting to 

inform theirs activities towards more sustainable business in their Sustainability Report (FY14) 

and their “People & Planet Positive”, which is the Ikea Group Sustainability Strategy for 2020. 

United Nations Environment Program (UNEP) is a co-founder of the GRI. GRI is a leading 

organization in the sustainability field with a mission to make sustainability reporting standard 

practice for all companies and organizations. GRI concluded global strategic partnerships with 

the Organization for Economic Co-operation and Development, the United Nations Environment 

Program and the United Nations Global Compact (Globalreporting.com).  
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Ikea aligns with GRI approach by focusing its reporting on People & Planet Positive strategy, 

which covers material impacts across the value chain. Moreover, IKEA is a signatory to the 

United Nations Global Compact, a set of 10 principles in the areas of human rights, labour, 

environment and anti-corruption, which are included in sustainability report 2014.  

Table 2: Secondary data sources 

The secondary data used in this research only includes corporate documentation. 

1. Ikea Sustainability report FY 14 - 2015 

URL: http://www.ikea.com/ms/en_GB/pdf/yearly_summary/sustainability_report_2014.pdf 

[Accessed 20th of March 2015]. 

 

2. People Planet and Positive Ikea Group Sustainability Strategy for 2012 - 2020 

URL: http://www.ikea.com/ms/en_GB/pdf/people_planet_positive/People_planet_positive.pdf 

[Accessed 13th of March 2015]. 

 

3. Code of Conduct - The IKEA Way on Purchasing Products, Materials and Services - 2008 

URL: http://www.ikea.com/ms/en_IE/about_ikea/pdf/SCGlobal_IWAYSTDVers4.pdf. 

[Accessed 05th of April 2015]. 

Secondary data used in this paper is drawn from multiple Linköping University databases such as 

Jstor and ResearchGate. The research has been lead using terms such as ‘low cost’, ‘Ikea’, ‘cost 

leadership’, triple bottom’ and ‘corporate sustainability’ for the secondary data. Most of this data 

are considered neutral sources of information regarding Ikea’s adoption of sustainable business 

practices, as these sources were mostly the work of parties independent of Ikea’s corporation. 

Moreover, business magazines cited have no funding relations with Ikea. 

3.5 Sampling 
Sampling is a critical step for research to be lead efficiently and practically, since doing a census 

is much more time and cost consuming (Marshall, 1996, p.94). Qualitative researchers usually 

work in small samples of people nested in their context and studied in depth. Although sampling 
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is time-and-cost saving, Flowerdew and Martin (2005) acknowledge that there is always a trade-

off between decreasing sample size and increasing sampling error. 

Drawing some conclusions about a certain population is nonetheless possible even if the sample 

is small –if the methodology chosen for sampling is rigorous enough (Flowerdew & Martin, 

2005). Another concern about sampling is he number of participants required. Many factors, 

some related to the particular research itself, have to be taken into account (Saldaña, 2011). 

There are three main types of samples used for qualitative researches (Marshall, 1996): 

• Convenience sampling is a non-scientific sampling technique where subjects are selected 

because of their convenient accessibility and proximity to the researcher. Therefore it is 

the least rigorous sampling method. It may result in poor quality data and lacks 

intellectual credibility. 

• Judgmental sampling, also referred to as purposeful sample, is a sampling technique 

where the researcher selects units to be sampled based on their knowledge and 

professional judgment. Most widely used type of sampling. 

• Theoretical sampling. In this type of sampling, participants are selected to inform the 

researcher's developing understanding of the area of investigation. It is used in the 

grounded theory research in order to develop a theory throughout the research effort. 

In our research effort, literature allowed us to study the sustainability integration within Ikea’s 

culture, reducing the scope from the entire company to the bottom-line employees. Therefore, we 

have chosen to hand in questionnaires to bottom line employees at Jönköping’s Ikea store. For 

representation matters, we waited not to have only sales respondents. No other study at another 

store had to be lead since Anna-Karin, store manager (Jönköping) acknowledged that each store 

had the same approach to sustainability with employees being given a great influence over the 

sustainable initiatives, trainings being hold at the same interval time and sustainability managers 

being present at every store. 

Therefore, the sampling group –bottom employees- is considered to be the best sample to be 

surveyed. Due to conceptual framework, we believe that the chosen sample is a judgment sample, 
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since bottom employees are the most productive sample to answer our fourth sub-question. 

Moreover, they can be considered a convenience sample, because they were selected as the most 

accessible subjects. 

The small sample does not constitute an obstacle to valid research in our point of view since 

comparable size sample (about 15 questionnaire) are said to fit single case studies (Marshall et al, 

2013). Moreover, the number of interviewees was not predetermined and the process stopped 

when we observed that workers from a diverse enough number of departments within the 

company had responded. We acknowledged that a bigger sample might have produced more 

accurate results (Niles, 2006). Due to time constraints, we were not able to conduct bigger sample 

but still found results in coherence with the secondary data. 

3.6 Data analysis 
3.6.1 Questionnaire 

After 13 surveys were filled out by bottom-line employees in Jönköping’s Ikea store, comes the 

time of the analysis. Since, the aim of this data is to find primary to find whether or not 

sustainability is a theme well incorporated in the organization’s culture, we will look for patterns 

and will use statistical techniques which are more appropriate in this kind of situation. These 

techniques are all the more useful than they allow for data reduction, which facilitate the 

researchers’ effort to make sense of the gathered information. Indeed, Bryman (2013) argues that 

data reduction and its classification into themes are necessary to interpret the material. 

First task then is to check whether the collected data is exploitable. In the case of surveys, we had 

to check whether the answers were adequate to the questions asked or not; also, answers needed 

to be readable to allow for transcription, and if necessary translation from Swedish to English. 

Second task in order to analyze the data provided by the surveys was to extract the numbers from 

the quantitative questions and transcribe the qualitative questions. The analysis itself was led 

using a thematic approach. Within the thematic analysis the researcher examine the data to 

extract core themes that can be distinguished within and between the quantitative and qualitative 

data. 
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Analysis of the survey has been lead thanks to a thematic analysis, which allows for data 

reduction, making the data more comprehensible to the researchers (Yin, 2009). Moreover, Yin 

(2009) states when analyzing data, a strategy to rely on is the analysis on theoretical propositions, 

implying that the data is related to the theoretical concepts developed on the conceptual 

framework. Lastly, keywords have been used to link it to the developed theory. They can be 

found in the operationalization table developed in 3.10. 

Our survey contained nine Likert-type questions, which were originally proposing "five response 

alternatives: strongly approve (1), approve (2), undecided (3), disapprove (4), and strongly 

disapprove (5)" (Likert, 1932). Over the years, other variations of this answer alternative have 

been recognized appropriate (Clason & Dormody, 1994). In this research effort, we mostly used 

ordinal scale observations. Indeed, these "are ranked in some measure of magnitude. Numbers 

assigned to groups express a "greater than" relationship". The numbers indicate the order (like 

low, medium, high).  

To analyze the data resulting from the use of Likert-type questions (with five options) it appeared 

particularly adequate to use the guidelines provided by the University of Read (2001), regarding 

the analyses of survey data (2001). Our scale questions were analyzed by calculating the mean 

answer of respondents, each grade of the scale being assigned a factor from 1 to 5 (Likert, 1932). 

If necessary, top and bottom deciles were not integrated to have a better understanding of where 

the overwhelming majority of respondents lies, i.e. study the dispersion (Likert, 1932). 

3.6.2 Informal interview 

The data resulting from the informal interview was unstructured. Therefore, it was necessary to 

structure the collected data by determining themes before a conclusion could be drawn (Bryman 

& Bell, 2011). In this paper, the qualitative analysis of the data followed a three-steps process: 

 

• Data reduction, which consisted of simplifying and coding. (Miles and Huberman, 1994). 

• Data display, which consisted of organizing and combining the data by combining words. 

We linked the key words to that of the conceptual framework. 

• Conclusion, which consists of making sense of the data. 
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Since the informal interview was based on one aspect of the research (integration of sustainability 

within the organizational culture), the themes and the proposition it answered were already 

specified which eased our analysis process, as suggests Yin (2009). 

3.7 Research quality 
To ensure the validity of our research, argumentation and results, we have decided to rely on the 

concepts of Credibility, Dependability, Transferability and Conformability (Denzin & Lincoln, 

1994). 

3.7.1 Credibility 

The credibility concept regards the reliability of the findings and results are. According to 

Bryman and Bell (2011), the credibility can be ensured if the research used reliable research 

practices. This is the case in this research effort. Indeed, external validity by using multiple 

sources of knowledge and cross checking of information. Some of the information about 

integration of corporate sustainability within the organizational culture has been checked using 

questionnaires. Sources used can be found in the end of the thesis in the “References” chapter and 

sources for secondary data used in the findings are listed in the ‘4.3.2 Secondary data’ part, under 

‘Table 1: Secondary data sources’. Moreover, external validity is also ensured by the careful 

choice of Ikea that is acknowledged to pursue a cost leadership strategy while at the same being 

deeply committed to be sustainable. Research validity was addressed by using established 

concepts such as ‘triple bottom-line’, ‘cost leadership strategy’, ‘value chain’, etc. 

We have relied on a survey (primary data) with bottom line employees (see 4.4.1) to ensure that 

Ikea is implementing sustainable business practices. Our choice of bottom line employees is 

motivated by two reasons. First, they would not provide us with ready-made answers that would 

paraphrase corporate documentation. Moreover, previous research (Linnenluecke & Griffiths, 

2010) shows that bottom line employees are always the last one to be aware of such approach 

within an organization. As awareness of sustainability issues is a cultural prerequisite of the 

implementation of CS (Linnenluecke & Griffiths, 2010), this primary data was collected to 

ensure that this prerequisite was filled in the case of Ikea. 
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Credibility of a research effort can also be ensured by relying on correct operational measures for 

the concepts in the study (Shenton, 2004). To ensure the credibility of this thesis, we therefore 

built an operationalization to ensure that the interview questions would measure the concepts. 

3.7.2 Dependability  

Dependability is a synonym for replication and is concerned about the consistency and ability to 

replicate of the research (Lincoln & Guba, 1985). Indeed, replication embodies the degree to 

which a study is replicable by other researchers (Bryman and Bell, 2011). To ensure the 

dependability of this research effort, our procedures have been described in detail. Moreover, the 

questionnaire can be found in Appendix 2. All together, this allows future researchers to repeat 

our work.  

3.7.3 Transferability  

Transferability is concerned with whether other researchers can apply the findings of the study to 

their own (Denzin and Lincoln, 1994). To ensure transferability, a detailed description of the 

phenomena observed was provided; it makes it possible for other readers to make judgments 

regarding the possibility of transferability and generalizability of the findings. 

3.7.4 Conformability 

Conformability regards the internal coherence of the data in relation to the findings, 

interpretations, and recommendations (Denzin & Lincoln, 1994). In other words, conformability 

depends on the activities that ensure that the findings of the study are the experiences of the 

respondents rather than the interpretations of the researchers (Shenton, 2004). We have ensured 

the conformability of our research by relying on four colleagues and our thesis supervisor, 

auditing all of our research methods, processes and progress, following the recommendations of 

(Lincoln & Guba, 1985) auditors. 

3.8 Operationalization 
We need to operationalize the concepts to gather the data needed (Bryman & Bell, 2011) to 

answer our main research question. Thanks to operationalization, the focus of the study moves 

toward the empirical level, and concepts are broken down into variables and measures. 

Measurement is the process by which numerals or other labels are attached to levels or 
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characteristics of the variables. The actual research will then involve empirically studying the 

variables to make statements about the concepts. (Lewis-Beck, 2004). Therefore, 

operationalization is made of three steps: 1) formulating concepts into variables, 2) formulating 

measures for these variables and 3) measurement itself.  

As mentioned in the introduction, we have broken down our main research question into four 

sub-questions. Sub questions one and two are concerned, respectively, with the social and 

environmental dimension of sustainability, and what Ikea’s commitment to theses dimensions 

imply in terms of opportunities and competitive advantage. Since we need to find what it means 

from an operational point of view, we will inspect the initiatives taken by the company in that 

perspective. 

Our third sub-question deals with the implications of sustainability for the economic performance 

of the firm, focusing on costs. We have chosen not to explicit Cost Leadership as a concept since 

at the root of this strategy is cost reduction, and theory acknowledges that sustainability is also 

concerned with cost optimization. As a matter of consequence, exploring the economic 

dimension of the triple bottom-line is sufficient to draw the conclusions we are looking for. 

The last question is concerned with the level of integration of a sustainable approach into the way 

Ikea conducts its business operations. Therefore, the fourth concept of our operationalization 

table is maturity phases. One might underline the absence of the “corporate sustainability” 

concept in the following table; it is not exact. Since corporate sustainability has to be understood 

as a tri-dimensional concept (environmental, social and economic) we have decided to use “triple 

bottom line”. Triple bottom-line is the approach by which Corporate Sustainability is 

apprehended and can be asserted. 

The measures and keywords for the three dimensions come from the concept of triple bottom-line 

discussed in 2.1 As for the maturity phase, they come from Cagnin (2005) which provided a 

reference model for assessing maturity phases in terms of corporate sustainability.  

 

 



 
 

Master Thesis 
 

 
Sarka & Bouvrain 

 

 41 

 

Table 3 : Operationalization 

Concepts Conceptual definition Operational definition Measure Keywords 

TBL - Social 
Dimension 

Sources 
SR : p.88, 89, 91, 
92, 94 

Social commitment is 
achieved by actively 
supporting social and 
cultural activities (Müller 
& Pfleger, 2014) and is 
primarily concerned with 
increasing economic 
sustainability (Dyllick & 
Hockerts, 2002).  

The company intends to add value to 
the communities within which they 
operate by increasing the human 
capital of individual partners as well 
as furthering the societal capital of 
these communities (Dyllick & 
Hockerts, 2002). 

Does the company 
promote human rights? 
Does it engage in 
volunteering projects 
like mentoring programs 
as a part of a company’s 
daily life? 
Does it provide fair 
working conditions, a 
healthy work 
environment, social 
advantages and 
education opportunities? 

·   Social benefits 
·   Preserving 

community 
·   Community 

integration 
·   Environment 

TBL - 
Environmental 
Dimension 
Sources 
SR : p.11, 13, 
15-17, 19-20, 47, 
52, 62, 100-103 

Aims at progressively 
reducing environmental 
impacts throughout the 
life-cycle to a level at least 
in line with the earth’s 
carrying capacity (Dyllick 
& Hockerts, 2002). 

Sustainability does not engage in 
activity that degrades ecosystem 
services (Dyllick & Hockerts, 2002). 

Is energy/efficiency 
balance take into account 
for choice of machinery? 
To which extent are 
recyclable materials 
used? 
How is marketing 
realized? 

·   Environmental 
benefits 

·   Waste 
reduction 

 

TBL - -
Economic 
Dimension 
Sources 
SR : p.23, 25, 29, 
32, 37-40, 43, 
44, 52, 54, 60, 
62-65 

This dimension is 
concerned with ensuring 
profitability of the firm in 
line with environmental 
and social initiatives 
which are complementary 
(Müller & Pfleger 2014). 

From the economic dimension 
perspective, sustainability must 
guarantee at any time cash flow 
sufficient to ensure liquidity while 
producing a persistent above average 
return to their shareholders (Dyllick 
& Hockerts, 2002). 

Does it use modern 
machines with a good 
energy balance and 
efficiency? 
Does it improve 
warehousing time with 
lean production? 
 

·   Cost reduction 
·   Economic 

performance 
·   Competitive 

advantage 
·   Comparative 

advantage 

Maturity phases 
Sources 
SR : 76, 99, 
Informal interview, 
Questionnaire, 
People & Planet 
Positive 
 

Companies move through 
stages of maturity, starting 
from a reactive approach, 
evolving to a risk 
management approach, and 
finally exploiting business 
opportunities and causing 
positive transformations in 
society (Spitzeck et al. 2013). 

There are five phases of commitment to 
sustainability: 
·   Beginner: limited understanding. 
·   Intermediate: compliance with 

mandatory rules and laws only. 
·   Mature: Encourages individuals to 

contribute to CS programs. 
·   Leader: Sustainability is a core 

component of the business planning. 
·   Greatness:  sustainability is used across 

all activities and departments. 
(Cagnin et al, 2005). 

Does it issue a public 
sustainability report? 
Is the company reactive or 
proactive in its approach to 
sustainability? 
What is the purpose of the 
collected data? 
Or does it understand the 
value creation resulting 
from sustainability 
initiatives? 
Does it further regard 
sustainability as a source of 
innovation and competitive 
advantage, integrated into 
core strategy? 
Is awareness of CS issue 
spread over the company? 

·   Sustainability 
report 

·   Risk 
minimization 

·   Opportunities 
understanding 

·   Reactive and 
proactive 
approaches 

·   Awareness 
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3.9 Methodology summary 
The following table gives an overview of the methodology used to lead our research effort by 

summarizing the sections preceding using keywords. It goes from describing the research process 

to giving our detailed research method in the operationalization, not forgetting to deal with all of 

the methodology issues related to a research paper: discussing choice of the company, listing the 

sources, how data is gathered and its validity. Research quality and limitations are also dealt with. 

Table 4: Method summary  

Methodology summary 

3.1 Research process Research topic selection, information access 

3.2 Unit of analysis Compatibility of a Corporate Sustainability approach to business in the case of companies with a Cost 
Leadership strategy 

3.3 Choice of company Ikea, home furniture manufacturer and seller 

3.4 Data sources Primary (informal interview and survey) and secondary (corporate documents) data 

3.5 Data collection and analysis Informal face-to-face interview and questionnaire, Data display and analysis approach 

3.6 Research quality Credibility, transferability, dependability and conformability 

3.7 Limitations Scope of research, extensive reliance on secondary data. 

3.8 Operationalization Concept and operational definitions, measurement, research question allocation, keywords 
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4. Results and Discussion 
4.1 Empirical findings 
For readers’ comfort and clarity of the paper, the sources of the information and data contained in 

each section are listed in the operationalization table (cf. 3.8). 

Empirical findings were gathered from primary and secondary data. Primary data consists of a 

survey and informal interview conducted at Ikea store in Jönköping.  For the secondary data, we 

used Ikea’s sustainability report 2014 with independent articles to support the data gathered from 

sustainability report.  These findings are used for to answer the main research question and sub-

questions. The findings are presented following operationalization table to keep consistency with 

the theory and incremental evolvement of its weight to the results. Triple Bottom Line (TBL) and 

its three dimensions (social, environmental and economic) are the performance measurements to 

identify Ikea’s priorities and activities in different dimensions and ability to convert challenges 

into the opportunities. Furthermore, the findings of maturity phase are used to evaluate integrity 

level of sustainability strategy at Ikea’s cost leadership strategy. 

The social dimension of TBL consists of various social areas that companies are held accountable 

to make a positive impact. The spectrum of social activities in which companies should engage is 

not strictly defined by any organization. However, there are some guidelines established by 

different NPOs that have common recommendations. Following the main aspects of a social 

dimension, we chose to include: human rights, charity and volunteering and supporting local 

communities. The environmental dimension of TBL follows the same logic and includes such 

activities as renewable energy, reducing carbon footprint, stewardship, and resource efficiency 

through optimizing its own operations, supply chain and engagement of consumers. Economic 

dimension findings of TBL are presented through social and environmental activities, which have 

a direct impact on Ikea's actions to secure the essential resources to its business and savings. The 

maturity phase findings are following maturity phase model criteria to identify the level of 

performance towards sustainable development. 

The first three sub-sections of Empirical Findings (4.1.1, 4.1.2 and 4.1.3) come from the 

documents listed in Table 2, where their reliability is justified. 
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4.1.1 Social dimension 
Human rights 

Human rights are mentioned in most policies, codes and standards of the company. Recently, 

Ikea launched new guidelines on human rights to ensure IKEA communication reflects its 

commitment to human rights. This move was proactive and must prevent any negative impacts 

on human rights associated with Ikea’s business. 

Ikea collaborates with its extended supply chain, interviewing workers; this has allowed Ikea to 

take initiatives to improve their working conditions. Nevertheless, the relationship between Ikea 

and its suppliers consists of a partnership (involving mutual benefit) rather than charity. Workers 

in Asia often get in a situation where the promise for a better life turns to hardship with high fees 

and recruitment practices pushing them further into debt. Also, Ikea set clear standards to ensure 

respect for migrant workers’ rights. 

Protecting children’s rights is another area where the Ikea Group sets clear standards, as 

underlined in its sustainability report:“We strive to make children feel welcome in our stores and 

provide products in our Children’s IKEA range that promote safety, education, play, and 

development”. 

Ikea also acts for children through advocacy, raising awareness and by supporting families in 

vulnerable communities. Besides the respect of UN guidelines, Ikea also operates the Ikea 

Foundation Centers on the rights of children and their families. The Same commitment is 

required from Ikea’s suppliers. 

Charity and volunteering 

IKEA Foundation engages in global projects in some of the world’s poorest communities - Ikea 

supports children, refugees and homeless people through stores, distribution center, factories and 

trading offices. Ikea also works with NGOs to help improve the local environment. Co-workers, 

as well as customers, give their time and resources to support these activities. 

The IKEA Foundation is also active in the humanitarian area, providing supports to children and 

their families affected by disasters and conflicts. In 2014, Ikea: 
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• Donated IKEA children’s products to UNICEF’s childhood development kits for around 

1.2 million children  

• Committed EUR 1.3 million to Save the Children’s innovative pilot program to protect 

the rights of the child in humanitarian crises  

• Donated EUR 5 million to Médecins Sans Frontières to fuel the fight against Ebola 

• Sent 150,000 blankets, quilts and pillowcases to UNHCR for refugees in Iraq 

Social entrepreneurs 

Ikea’s supply chain model nowadays allows collaboration with small-scale suppliers. Despite 

their reduced production capacity, Ikea managed to integrate them into their model and, 

therefore, gave opportunities for social entrepreneurs to earn a living and improve their way of 

life. Ikea can align its global business with limited production through the sale of limited-edition 

collections in selected stores. But small-scale entrepreneurs also go through requirements and 

Ikea focuses on entrepreneurs who work with handicrafts (textiles, natural fibers and ceramics), 

contribute to social change, poverty reduction and women’s empowerment in some of the world’s 

poorest communities. Ikea also pays attention to select entrepreneurs that can form solid, long-

term business relationship. 

Social contribution 

The innovation is essential to create real change with limited resources, but Ikea also believes 

that collaboration with NGOs can foster creative thinking that can lead to high returns on social 

investment. To do so, Ikea promotes dialog with its partners to share ideas and best practices. 

The IKEA Foundation’s partnership with the UNHCR and the Refugee Housing Unit is a 

groundbreaking example of such collaboration with both technical innovation and practical 

application. By the time Sustainability Report 2014 was written, 50 prototype shelters have been 

tested in the field and feedback used for design modifications. Recently, it was announced that 

Ikea would produce 10,000 flat pack refugee shelters for UN to replace tented cities across the 

globe. This two-year project lead to the creation of an innovative roof that reflects 70% of the 

sun’s rays during the day yet retains heat during the night, and it is fitted with solar panels.  

(K.Pickles 2015). Prototypes cost $10,000 to produce, but mass production will reduce it to 

$1,000 per unit (K.Pickles 2015). 
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Among other initiatives, the IKEA Foundation’s work with UNHCR led to improving lighting, in 

camps across Africa, Asia, and the Middle East. To improve lighting, Ikea also launched a 

campaign that saw the Ikea foundation give one euro to UNHCR for every LEADARE LED bulb 

sold between February and March 2014. 

4.1.2 Environmental dimension 

In corporate documents, Ikea emphasizes to encourage its customers to live in a sustainable way. 

Nevertheless, this is mostly done by commercializing dedicated products. “By the end of FY20, 

our goal is to increase by four times the sales of goods and solutions for a more sustainable life 

at home.” An ambitious target considering its baseline of EUR 641 million sold in FY13 for such 

products. 

Ikea is reducing its environmental footprint through optimizing its own operations, supply chain 

and creating the products that are more environmentally friendly year after year. In FY14, sales 

of products for a sustainable life at home were EUR 1,015 million, to compare with EUR 641 

million in FY13. In FY13, Ikea allocated EUR 20 million for the development of products for a 

more sustainable life at home across a five-year period. There are two main reasons for increased 

sales in more sustainable products. One is due increased the number of products that classifies as 

sustainable ones and the second one is due to more aggressive marketing of these products. 

Engaging customer 

For a positive impact on the environment, Ikea is improving its products to be able to offer 

savings on energy, water, and waste. The outcome for customers is reduced energy bill that 

translates to minimizing the impact on the environment. At the end of FY14, energy-consuming 

products are on average 50% more efficient than in 2008. In FY08, 25% of sold bulbs were low 

energy and 75% were halogen and incandescent and in FY14, 68% of sold bulbs were low energy 

and LED. The same tendency is seen in products that reduce water consumption. In FY14, the 

taps were sold saved between 173 and 288 million liters of water, compared with conventional 

taps without an aerator. Water is a scarce resource in some parts of the world, and these 

sustainable products enable to utilize less water without trading off the quality of the products. 

Ikea’s success to increase the sales of sustainable products highly depends on customer 

awareness. In FY13, Ikea’s consumer tracker survey showed that more than 85% of consumers 
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wanted to reduce energy, waste, and water use, but less than half of respondents were aware that 

Ikea had the solutions. To increase awareness from consumer side Ikea uses its co-workers as 

ambassadors of sustainability that are capable to communicate with the customers about benefits 

of more sustainable products. In February 2014, Ikea has launched its first ever sustainability 

marketing campaign, in the UK and Ireland. The advertisement was created with informational 

approach how customers can reduce waste, energy and water efficiency. As a result of the 

campaign, sales of LED bulbs more than tripled. The number of visits to IKEA UK’s People & 

Planet Positive web pages grew by over 30 times. 

Environmental advocacy 

Action and advocacy on climate change are priorities for Ikea, and they are working to become 

climate positive. The actions are taken for a reason that many countries Ikea source materials and 

products from are particularly vulnerable to climate change. Acting on climate change can create 

innovation, business opportunities and economic benefits for a more prosperous future. Ikea is 

also working on to encourage others to act, so climate change advocacy is one of the priorities in 

the global public affairs strategy. Ikea are calling for robust policies to unlock the investment 

needed to accelerate the transition to a low-carbon economy. 

Ikea’s main areas of public policy activity related to sustainability are: climate policy that helps 

to drive more proactive climate change policies, including aggressive decarbonization of 

business; forestry to conserve forests and prevent illegal logging; low-carbon economy to push 

for innovation and investment in the low-carbon economy; resource efficiency and waste policy 

to turn waste into secondary raw materials. Ikea is reducing its carbon footprint by investing in 

renewable energy and energy efficiency, cutting emissions in its supply chain. The target for 

2020 is to produce as much energy from renewable sources as all the energy Ikea consume in its 

buildings. Nevertheless, collaboration with suppliers to improve energy efficiency and usage of 

renewable energy has a positive effect to reduce carbon footprint through the whole value chain. 

Furthermore, efficiency is a big part of sustainability and its impact on climate change by 

reducing carbon footprint. At Ikea, they are always searching for ways to make more from less, 

by being more inventive in the use of resources.  The process towards make more from less is 

achieved through inventing new materials and aim to use only renewable, recyclable and 

recyclable materials. 
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4.1.3 Economic dimension 

Ikea shows a real understanding of the economic rationale behind the implementation of 

sustainability within its strategy. Indeed, one of the justifications for being less dependent on 

conventional sources of energy (aside from coping with climate change) is “to keep costs low”. 

Ikea in collaboration with suppliers and partners working towards to ensure that the materials 

used in production are in the frame of sustainability. Using these materials helps to sustain a 

business by providing access to an affordable and reliable supply of the products. The leverage is 

recourse and energy independence.   

Natural resource and new materials 

Wood is essential to Ikea’s business. Ikea set a goal by August 2017; at least 50% of the wood 

used for production will come from more sustainable sources. This means wood that is recycled 

or certified to Forest Stewardship Council (FSC) standards. And by August 2020, the target is to 

buy 100% from more sustainable sources.  This “forest positive” approach is beyond immediate 

needs of Ikea’s business; the purpose is to ensure that forests are handled in a responsible way in 

the long run. To improve forest management and stop forest deforestation Ikea support NGOs 

funding to improve forest management through government training and education initiatives. 

The wood is essential to the Ikea’s business but so cotton it is as well. Ikea has the same approach 

to cotton as it wood supply to ensure that the cotton used in the production is from the more 

sustainable source. Cotton grown by farmers has to be working towards the Better Cotton 

Initiative (BCI) standards. To support the growth of the Better Cotton market, Ikea source cotton 

from more sustainable sources. Ikea also tries to find the ways to reduce the volume of cotton by 

improving efficiency, blending it with other materials and replacing with other materials such as 

cellulose fibers. To decrease usage of natural resources, Ikea is developing new, high-performing 

raw materials that can help keep costs low and at the same time reduce environmental impacts. In 

2012, the project “Resource Chain” was created with the ambition to develop a framework for 

how used materials can re-enter the supply chain and how they can secure access to secondary 

raw material in the future. Learning outcome from the project is that choosing the right materials 

from the start is crucial, and the “Take-Back” programme gives the access to valuable material to 

use for making new products. 
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More sustainable products 

Ikea products are known for their affordability, style, quality, and not least functional designs. 

Ikea is challenging every aspect of its business to make the whole range of products more 

sustainable. One aspect of this approach is a better outcome for the environment, and the other is 

it helps to keep the low price for Ikea customers. To do so Ikea provides co-workers with all 

necessary tools and guidelines to meet all criteria to ensure functionality, quality, sustainability 

and a low price. Ikea has its own name for this approach “democratic design”. 

Since FY09, Ikea have been using Product Sustainability Scorecard (PSS) to assess continually 

and improve the sustainability of its products. PSS is a tool that will help to get 90% of wholesale 

value from more sustainable products by August 2020. Ikea assess its products by 11 criteria: 

More from less, renewable materials, reused and recycled materials, material from more 

sustainable source, recyclability at product end-of-life, quality, energy use in production, 

renewable energy in production, transport efficient (number of products per container), raw 

material utilization in production and sustainable life at home. 

Efficiency in production, energy, transport and waste 

Ikea is always looking for ways to make more from less. There are two ways Ikea is achieving it: 

by improving processes and being more inventive in the use of resources. The economic benefit 

is well integrated into Ikea’s management, which understands that smart design can reduce 

material needed (therefore transportation costs and storing cost). That is why Ikea asks its 

suppliers to make an effort in the field of material reduction.  

Besides above mentioned the ways to reach efficiency Ikea, is achieving overall efficiency by 

making buildings more efficient, managing co-worker travel better, reducing the energy and 

water usage. Through energy efficiency efforts in Ikea’s stores and warehouses since FY 2010 

Ikea saved 66 million Euro. In FY14 energy efficiency improved by 15.1% in stores, 27.1% in 

distribution centers and 17.2% in IKEA Industry Group Divisions Flatline and Solid Wood, 

compared with FY10. IKEA Industry Group Division Board decreased in efficiency by 1.6% 

largely due to its expansion since FY10. These sites have less efficient machinery, but Ikea is 

working on to replace machinery to more energy-intensive production. Proposed energy 

efficiency projects have to meet savings criteria with pay back the initial investment within eight 



 
 

Master Thesis 
 

 
Sarka & Bouvrain 

 

 50 

 

years. Since FY10, Ikea have saved EUR 66 million through energy efficiency in its stores and 

distribution centers alone. Rising energy prices may mean that some projects could achieve 

payback more quickly than projected. 

Ikea is selling millions of products in countries around the world every day therefore the service 

providers has to move products efficiently from suppliers to distribution centers or direct from 

suppliers to stores, by rail, road, and sea. Efficiency is essential to the Ikea business idea and 

transportation is one of the areas where Ikea is working on to minimize the number of journeys 

and distances traveled. Packaging and the way products are packed into vehicles can have a big 

impact on the efficiency of transport.  With efficient packing, the fewer journeys have to be made 

resulting lower costs and reduced CO2 emissions. Ikea is looking to improve efficiency and 

decrease CO2 emissions by improving ordering process, equipment, packaging and net cubic 

meters of transported goods per shipment.  Furthermore collaborating with transport suppliers 

Ikea is exploring ideas and test innovations to reach these goals. As a result of improvements and 

innovation Ikea has increased the volumes per shipment by 1.5% in FY14, compared with FY13, 

and the filling rate increased to 64%. In FY14, Ikea launched a new waste management guideline 

and reporting system that can track performance and identify areas that has to be improved.  

Also, Ikea also launched Recovery Direction FY14-16, a strategy for preventing unnecessary 

costs due to damaged packaging and products. The strategy to prevent unnecessary costs 

increases Ikea’s revenue and reducing waste by giving its products a second chance. 

Ikea have been installing re-packing machines in 190 existing stores since FY12, and they are 

available in all new stores. In FY14, Ikea repaired or repackaged 26% of the damaged items that 

were returned by customers, or damaged during transport or in-store. By FY16 Ikea’s goal is to 

repack and sell 30%, which will generate around EUR 7.5 million in additional revenue. 

Supply sustainability 

Ikea has 1,002 home furnishing suppliers and works together to reduce their use of energy and 

water. The result of the effort is improvements in overall environmental objectives while saving 

money for our customers, suppliers, and the business. Supplier Sustainability Index is used to 

track the performance and improvements of Ikea’s suppliers towards sustainability performance 
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and sustainability of the products. The sustainability index covers energy management and 

energy-efficient production, renewable energy and raw materials efficiency. 

Convinced that sustainability increases competitiveness, Ikea has understood that constituting a 

supply chain also integrating sustainability is more beneficial to business than being isolated 

actor with sustainability approach. Therefore, it seems coherent that its corporate documents 

include statements reading: “We will never meet our ambitious sustainability goals unless we 

partner with those who share our values (...) throughout the supply chain”. 

The project ‘Suppliers Go Renewable’ is design to work more closely with suppliers to enable 

them to become more energy efficient and encourage the transition to renewable energy. The 

projects are designed to reduce energy use and emissions, and save money. Suppliers often saw 

sustainability as a cost, not an opportunity to save, but for the past four years the mindset has 

changed. Ikea believes that that this type of collaboration can result in a better workplace, saving 

money, and becoming a better business.  

Renewable energy 

Ikea’s business growth is connected to the usage of resources efficiently and investing in 

renewable energy. This is good for the planet, but nevertheless it helps Ikea to manage its costs 

so that they can keep prices low, and it can be achieved by working towards energy 

independence. 

The plan is by the end of 2015, to invest EUR 1.5 billion in renewable energy projects that 

include offsite wind farms and photovoltaic (PV) panels. The investment towards energy 

independence makes good business sense. Being more energy efficient and depending on 

renewable energy enables Ikea to reduce costs and make them more resilient by protecting them 

from fluctuating energy prices. 

4.1.4 Maturity phase 
4.1.4.1 Informal interview 

From notes taken during the informal interview with Jönköping Ikea store manager, we have 

reconstituted the interview according to themes we dealt with. Hereafter is the reconstitution. 
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View on sustainability 

Anna-Karin’s underlined the role of sustainability as a motivator for co-workers since it gives 

meaning to their work. Moreover, the mission statement of the company is quite well integrated: 

We have to take responsibility for what we do, we are a member of the community and must act in its 

interests by providing quality products, supporting local initiatives for a fairer society, helping our 

customer reduce their negative impact on the planet and providing our workers with fair working 

conditions. 

Global presence, global strategy but flexibility and local action “Ikea is present in several 

countries and has a consistent global strategy” Anna-Karin started. For instance, the goal of 

using 100% renewable energy by 2020 is pursued in every country. As a matter of fact, every 

store has a sustainability manager, usually working part time. That “does not mean that all stores 

are run the same way”. The store has a role in the local community providing 300 direct jobs; 

this comes with responsibilities. An example of this involvement is: “Ikea Jönköping’s 

warehouse, which started an experiment in which co-workers provide high school student of the 

area with school support for free, during working hours”. Jönköping store is closely following 

the experience of involvement in volunteering, before a possible adoption. 

Ikea emphasizes on integrating as many of its co-workers in its sustainable approach. This 

statement is a reflection that sustainability also creates meaning in the work. “Employees are not 

only the interface between Ikea and the customers but also between Ikea and whole local 

community.” Anna-Karin acknowledged that there is a deep understanding that employees are the 

interface with the community. Because they live in the area, their friends, families, the 

association they participate in create an eco-system, which make them perceive the issue at stake 

in the local community faster and more efficiently than any sustainability manager on itself 

could. 

These characteristics explain why Anna-Karin considers co-workers “to be the most important 

resource”. Initiatives in the local community include: 

● YMCA (KFUM): YMCA in Sweden engages 60,000 people in Sweden and organizes 

all types of activities that allow young people to grow and realize their full potential. Ikea 

provides furniture that young boys and girls can use to work or play. 



 
 

Master Thesis 
 

 
Sarka & Bouvrain 

 

 53 

 

●  Jönköping’s Abused Women Center: The center is a place where abused women can 

reconstruct themselves in a safe environment where specialists take them in charge. Ikea makes a 

contribution by providing furniture for the rooms so that abused women get all the comfort they 

need at a rough moment in their lives. 

Other initiatives include supporting the fire department. The common denominator between those 

initiatives is the fact that employees proposed them first. 

Details make a difference 

“Initiatives to reduce the impact of Ikea on the environment are numerous. Often people talk only about 

the emerged part of the iceberg, mentioning only our efforts to implement LED-lighting” 

But according Anna-Karin, Ikea is doing much more, for example, the store also focuses on 

waste reduction, process optimization, etc. One illustration is a system that would allow turning 

the lights off in areas of the store where no customer is present. 

A particular understanding of the economics of sustainability Store Manager Anna-Karin is 

totally convinced of the economic incentive of doing business from a sustainable perspective. 

Over the last five years, energy consumption has been reduced by 4% on average every year, 

totaling a 20% reduction since 2010, and the goal is to maintain that rhythm until 2017 at least. 

This allows the store to make enormous savings. Anna-Karin also seemed convinced of the 

importance of the social dimension: “When you make people appreciate their work environment 

and when they feel meaning in their work, they are less absent”. 

Ikea’s communication must align with its progress. When asked whether Ikea’s efforts towards 

sustainability had any impact on sales, Anna-Karin conceded that surveys showed no positive 

correlation between purchasing decision and sustainable practices. She admitted that Ikea had so 

far followed a do-instead-of-talk communication strategy but also thinks that now might be the 

time to tell customers the story of sustainability by highlighting the fact that “Ikea already 

produces 100% of its electricity consumption thanks to windmills in Sweden, 5 years before due 

date”. 
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Identification to sustainability values / Collaboration 

Anna-Karin said that sustainability makes Ikea’s business meaningful and that she feels good 

knowing that she is working in a conscious organization, which cares about customers, 

employees, the environment… society as a whole. “Questions that we ask ourselves today are 

much more engaging to us: how can we help customers live more sustainably? How we can we 

be involved in the local community?” To do that they work with NGOs; the expertise of those 

key stakeholders is today needed to foster sustainability at Ikea. 

4.1.4.2 Questionnaire 

Transcripts of the answers from respondents can be found in Appendix 3. 

Preliminary analysis 

To ensure Ikea’s commitment to CS, we asked bottom employees to rank the ambitions of Ikea 

the field of sustainability (Q6). No one indicated poor ambitions (grades 1 and 2). Rather 69% 

awarded Ikea with a 5 for a mean reaching 4,54. A significant difference between this score and 

the score found in (Q5) would indicate good communication but weak commitment. Rather, 

employees awarded Ikea’s efforts with a 3,85 mean (still no 1 or 2 grades). This seems to indicate 

that employee perceive Ikea to allow enough resources (financial, human and material) to reach 

their goals. 

Understanding / Awareness 

Employees at Ikea Jönköping seem to understand the concept of sustainability (Q2). Indeed, 77% 

know what sustainability is and are able to explain what this concept is about mentioning 

initiatives like recycling or activities like “using resources and reusing them (…) instead of using 

one-time resources that are hard to develop” or having products “designed and structured in 

order to either have a long life, or be easy to recycle”. Not only did the customers underline the 

environmental aspect but they also mentioned the social dimension. 

Sustainability integration in the company’s strategy is illustrated by the proportion of respondents 

able to give us an example of how sustainability was incorporated in the respective positions 

(Q13). 77% of the respondents were able to mention at least one sustainable practice they were 

following. Crossing this data with the views of the respondents also shows a great understanding 

of how company mission and its commitment to sustainability are aligned: 
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• The customer relation manager mentioned saving “spare parts in order to help customers 

with complaints instead of taking out new products” as its sustainable daily practice. This 

shows an understanding of sustainability, both the social and environmental dimensions, 

as well as an understanding of the economics behind it. 

• Another co-worker (customer relations department) mentioned being cost conscious, 

further indicating that this concept is not incompatible with sustainability. 

The different positions are not only defined by their mission in relation to the objectives of the 

company but they are also perceived by the workers who occupy them as a mean to serve a 

higher cause “preservation of the environment” and a consciousness that sustainability is 

everywhere and is necessary to do business right. Employees not only understand CS but allow it 

to move forward. Indeed, no one felt that Ikea’s sustainability strategy was not important to 

improve the environment and social conditions (grades 1 and 2; Q8). Actually, 77% of 

respondents believe it to be crucial (5). The average amounted to 4,69. 

Learning 

From the answers provided in Q11, we perceive that Ikea understands the idea that learning is a 

key issue when integrating CS. For that matter, it seems to allocate resources to training its 

employees about sustainability. Indeed, 85% of them receive a yearly training session while 7,5% 

follow such training every sixth month and 7,5% every third month. 

Collaboration with stakeholders 

Employees are well integrated into the sustainability efforts, and they perceive the management 

to create conditions to engage in sustainable activities (mean of 3,62 on Q9). No respondent said 

that the management team at Ikea Jönköping was not setting conditions to participate in 

sustainability (grades 1 or 2). Moreover, most employees regularly engage in activities 

“contributing” to a better world (answers above three on Q10). 
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Information access and communication 

Sustainability is part and parcel of internal communications at Ikea with 8% of respondents 

expressing poor communication about sustainability from the managers (Q3). The other 92% 

seem to receive information about sustainability on a fairly regular basis (mean of 3,4). 

Nevertheless, asked (Q7) whether they know about Ikea’s “People and Planet Positive” strategy 

for 2020, bottom employees at Ikea Jönköping score at a mean of 2.7. 23% of respondents 

acknowledged not knowing about it (1) while the same proportion expressed knowing it well 

(grades 4 and 5). Therefore, the mean, here is no valid indication of the global employee 

knowledge. Rather we left aside top and bottom 10% of respondents aside. The mean barely goes 

down at 2,63. Therefore, we observe that bottom-line employees have a very variable knowledge 

about the “People and Planet Positive”. However, the communication aspect is not invalidated. 

Indeed, 92,5% of respondents agreed to say that information about Ikea Jönköping initiatives are 

very readily available (grades 4 or 5). 

4.2 Case analysis 
4.2.1 Triple bottom line and value creation 
In this chapter, we will analyze Ikea, and its approach simultaneously applies social and 

environmental activities to gain competitive advantage and convert challenges into opportunities 

through products, policies, and practices. 

Ikea can practice all three dimensions of sustainability, due to the interrelations between those 

dimensions, which in turn should increase its competitiveness in the long run. According to 

Dyllick et.al (2002) focusing only on one dimension that has a direct influence on organizations 

economic performance is beneficial for short-run but not in the long-run. Therefore balancing all 

three dimensions leads to better performance. The evidence suggests that Ikea recognize the 

importance of balancing these three dimensions by applying its social and environmental 

activities to their products, policies, and practices. According to Browne (2002) organizations are 

required to apply sustainability to the entire business to pursue sustainable development. Hansen 

et.al (2009) identifies six opportunities that translates to increased competitive advantage of 

pursuing sustainable development: “reduction of costs through improvement of efficiency, 
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reduction of risks, planning reliability, assurance of legitimacy, attraction of new customer 

segments and development of new product and business segments”.  

Products – Social, Environmental and Economic 

In order to become socially sustainable company you have to add value to the communities 

within which you operate by increasing the human capital of individual partners as well as 

furthering the societal capital of these communities (Dyllick & Hockerts 2002). Ikea, provide 

social entrepreneurs an opportunity to improve the quality of life for through the collaboration 

with small-scale suppliers in the poor areas. In that way, Ikea contributes to social change, 

poverty reduction, and women’s empowerment in some of the world’s most impoverished 

communities while at the same time creating value for the Ikea business. Created value of such 

collaboration is limited edition design products, which are sold in selected Ikea stores to increase 

the range of design products at a low price.  

Furthermore, through the Ikea Foundation’s partnership with the UNHCR, Ikea agreed to 

produce 10,000 flat pack refugee shelters for UN to replace tents currently used in refugee 

centers. The shelters are the product of two years collaboration and intensive innovation process. 

These shelters are built on innovative solutions with features such as an innovative roof that 

reflects 70% of the sun and retains the heat during the night. The roof is covered by solar panels 

and walls with built in USB (Universal Serial Bus) ports. The knowledge gain to design the 

shelters is highly valuable to Ikea for several reasons. First of all the design of the shelters are in 

line with Ikea’s core strategy to build innovative, well-design (well-design refers to functionality) 

products at affordable price that are in line with Ikea’s core strategy. Therefore, the experience 

and knowledge apply to the broader spectrum of products to design more sustainable products. 

Secondly, with a new product category it creates new opportunities to enter emerging markets 

with enormous potential for future growth in such regions as Africa, Asia, and Latin America. 

Nevertheless, a new product might be attractive in developed countries as well.  Thirdly, if the 

projects turn out to be a success, the corporation with UN can be expanded which results in 

reduced costs through a mass production. 

The other aspect of the production of more sustainable products is a positive impact on the 

environment. Ikea allocated EUR 20 million for a 5-years period to the development of 
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environmental friendly products that reduce both energy and water consumptions. As a result of 

these investments, at the end of FY14, energy-consuming products are on average 50% more 

efficient than in 2008. According to Dyllick and Hockerts (2002) both social dimension and 

environmental dimension are concerned primarily with increasing economic sustainability 

(Dyllick & Hockerts, 2002). Ikea’s substantial investment in more sustainable products can be 

explained by rising demand for low energy class products or Ikea’s genuine interest in reducing 

negative impact on environment with its products, but most likely it is both with win-win 

approach. If, in 2008, 25% of all sold bulbs were low energy and 75% were halogen and 

incandescent and in FY14, 68% of all sold bulbs were low energy. The demand for sustainable 

products should increase in near future that will increase the sales as well. The consumer tracker 

survey indicated that 85% of customers would like to reduce energy and water usage, but less 

than half of respondents were aware of Ikea’s solutions. 

In 2014 the first time Ikea launched an ad about its sustainable products, and the results were 

outstanding. The sales more than tripled during the marketing campaign featuring its product as a 

sustainable way to reduce energy bill. There is a market for a sustainable products and interest in 

solutions to reduce energy and water usage is rising. Ikea, by investing in developing more 

sustainable products put itself in front of the competition. According to Spinler and 

Huchzermeier (2009) by implementing sustainable innovation corporations can save money and 

reduce their environmental footprint that nevertheless is the source of achieving a competitive 

price. The innovation through sustainability prism applies well to Ikea and its cost leadership 

strategy. Making more from less not only reduces the usage of natural resources but also has a 

direct impact on the production costs that translates into the lower price to the end consumer. 

Rising demand for sustainable products and awareness of the origin of the product adds a good 

selling point to already well known selling qualities such as well-design and a low price. 

Sustainability becoming bigger and bigger part of Ikea’s business might result that shortly it will 

extend its mission statement with emphases on sustainability. For now well-design and affordable 

price are the competitive advantages that are a part of Ikea’s mission. Highlighting sustainability 

and sustainable products most likely will increase Ikea’s competitiveness among the consumer 

segment with a need for the sustainable products. 
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Policies and Practices – Social, Environmental and Economic 

The sustainable organization has a responsibility to its employees and to the wider communities 

in which it works that most of the time is declared in policies and code of conducts.  At Ikea 

policies and practices of being socially responsible relies on international guidelines and its 

initiatives that are applied through the whole supply chain. Ikea has established its organization 

called “Ikea Foundation” that handles global projects in some of the world’s poorest communities 

and refugee places. Through sustainable policies and practices, Ikea is preventing adverse 

publicity and helps to create a positive image in the media. Taking into account that an 

environmental coverage reach mainstream media, the positive imagine being socially, and 

environmentally friendly is a significant role in the company’s relationship strategy with the 

media and society. 

The scope of policies and practices to act socially responsibility are extended beyond its 

operations that include suppliers and sub-suppliers.  According to Worley et. al (2010) 

collaborating with stakeholders within a value chain network and focusing on improving 

sustainability, companies will likely be better positioned to manage risk. Extending policies and 

practices beyond its operations to manage risks is critical in the globalized world, where business 

through the networks are more connected as ever before. The companies are not evaluated as a 

single unit anymore; the whole value chain is analyzed for the evaluation process in sustainable 

development. Ikea has a history of long-term relation with its suppliers. An average length of 

collaboration with suppliers is 8 years. Therefore building the relationship and applying the same 

policies and practices through the whole supply chain helps to minimize the risk of suppliers’ 

misbehavior that potentially could harm Ikea’s business. As mentioned above Ikea in 2014 the 

first time through the ad in Great Britain and Ireland identify itself as a sustainable company. 

That obliges Ikea’s responsibility for its suppliers as well. You cannot declare being socially and 

environmentally friendly when your suppliers, you buy cotton from is producing it in an anti-

humanitarian way. 

Ikea has a proactive climate policy approach and practices to decarbonize its business activities 

through: 
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• Forestry to conserve forests and prevent illegal logging 

• Low- carbon economy to push for innovation and investment 

• Resource efficiency and waste policy to turn waste into secondary raw materials are 

applied to the whole value chain. 

To make differences to reduce carbon footprint, Ikea is investing in renewable energy and energy 

efficiency by cutting emissions in its operations and supply chain. The policies and practices 

mentioned above to reduce environmental footprint are in line with Ikea’s strategic interest to 

make affordable price products. According to Baumgartner and Ebner (2010) taking economic, 

environmental and social sustainability aspects simultaneously into account can be assured that 

sustainability strategy aligns to the general strategic orientation of the firm. The policies and 

practices at Ikea are well designed to meet short and long-term compatibility with its strategic 

goals. An example of Ikea’s attempt to achieve the balance between these dimensions can be 

found in energy projects. Ikea is pursuing energy projects only if it the project will pay back in 8 

years or less.  

Policies and practices to foster transformation towards more sustainable business are compatible 

with the current Ikea’s strategy. Being innovative in the use of resources that leads to inventing 

new materials, adapting an approach to making more from the less to reduce waste and decrease 

usage of depleting natural resources favors overall corporate strategy. Ikea and its new 

innovative, sustainable approach not only secure the independence of natural resources but also 

create a competitive advantage through innovativeness. 

Resource independency 

Natural resources such as wood and cotton are essential to Ikea’s business and depleted natural 

resource is a direct threat to Ikea’s business. Cotton is to be one of the most “thirsty” crops 

therefore water shortage also are the recourse that has to be taking into account as critical to Ikea 

business. Furthermore, cotton production is both a contributor (emissions and forest clearance) 

and a ‘victim’ (water recourse) to a climate change. Hence, natural resources and climate change 

is in a scope of Ikea’s interest to secure these resources. The situation of endangering natural 

resources is a direct threat to a company. Depending on what actions are taken by a business to 

respond to these threats, it can become a challenge or an opportunity. 
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One way to answer to the threat is by not doing anything for the sake of short-term financial 

performance that eventually will lead to the bankruptcy or the company can choose these 

challenges to associate with sustainability and identify the best practices to contribute to a more 

sustainable world by increasing a shareholder value in the long-term (Hart & Milstein 2003). 

Empirical findings suggest that Ikea has chosen to convert these threats to opportunities. In order 

to do so and achieve the balance between social, environmental and economic performance Ikea 

is optimizing its own operations, supply chain and emphasizing the importance of consumer 

engagement in the transformation process. Transformation is carried out through innovation by 

making more sustainable products, inventing new source of materials and achieving efficiency 

and energy independence. The cost of minimizing environmental input and in the same time 

securing long-term accessibility to the essential resources is achieved through innovation that 

leads to a competitive advantage (Porter & Linde, 1995). 

Securing resource availability and independence are a long-term investment that might take 

decades to take an advantage of such investment. Hahn et. al (2010) addresses the question of 

trade-offs firms are facing in engaging in corporate sustainability where economic, environmental 

and social aspects of corporate sustainability cannot be achieved simultaneously. Securing 

recourse for the future might be the closest situation to circumstances where trade-offs at some 

extent have to be made. However, Ikea is engaging in different areas of sustainability where the 

payback time is distributed in a way that do not make bleed their business. Moving towards 

energy independence with an investment in renewable energy is good for the planet, and 

nevertheless it helps Ikea to reduce and better manage its energy costs. The investment in energy 

independence makes good business sense. Ikea being energy resource independent makes them 

more resilient by protecting them from fluctuating energy prices. 

Reduction of costs through increase of efficiency 

Ikea is developing high-performing raw materials that can help keep costs down and with a 

framework introduced in 2012 how used materials can re-enter the supply chain and create the 

usage of the secondary raw material gives the access to valuable material at a lower cost to use 

for making new products. Ability to convert used materials and secondary raw materials to 

produce new products adds financial value to the company because it decreases the purchase of 
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primary raw materials. The usage of secondary raw material to make products instead of 

throwing away it adds direct financial value. Furthermore, making buildings more efficient, 

reducing the energy and water usage can significantly reduce operating costs. Just through energy 

efficiency Ikea’s stores and warehouses since 2010 fiscal year saved EUR 66 million. 

Transportation is another area where efficiency can reduce the transportation costs (fewer 

journeys has to be made resulting lower costs) and at the same time reduces CO2 emissions. Ikea 

together with suppliers are continually improving transportation efficiency and as the result the 

volumes per shipment increased by 1.5% in FY14, compared with FY13, and the filling rate 

increased to 64%. Reducing waste is another opportunity to improve financial performance and 

reduce the adverse effect to climate change and global warming. 

The strategy to prevent unnecessary costs increases Ikea’s revenue and reduces waste by giving 

its products a second chance. Ikea has been installing re-packing machines in 190 existing stores 

since FY12, and they are available in all new stores. In FY14, Ikea repaired or repackaged 26% 

of the damaged items that were returned by customers, or damaged during transport or in -store. 

By FY16 Ikea’s goal is to repack and sell 30%, which will generate around EUR 7.5 million in 

additional revenue. To achieve such results through sustainable development requires constant 

improvement of the products by reducing all resources that are involved in the use and 

production of the goods (Müller & Pfleger, 2014). Improved efficiency year after year testifies 

Ikea’s effort continuously improve its operations through the whole value chain. Even though 

sustainable development is associated with a long-term investment with expected returns, in the 

long run, nevertheless some of the sustainability efforts rewards with immediate benefits in 

monetary and non-monetary form. 

Ikea’s attempt to pursue sustainable development through its products, policies and practices is in 

line with Müller and Pfleger (2014) identification that sustainability rests on its ability to work 

harmoniously in its social and environmental settings. Social and environmental dimensions 

appropriately identified and defined by Ikea’s strategy is one of the key elements of how 

sustainable development can become a competitive advantage.  
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4.2.2 Determining maturity phase  

The deeper a company integrates sustainability, the more proactive it becomes (Zadek, 2004; 

Maon et al., 2010). There are several dimensions that have to be emphasized, when determining 

at which maturity phase Ikea is at. 

Collaboration with stakeholders 

Firms integrating corporate sustainability in their organizational strategy tend to embrace a more 

holistic and strategic approach that pursues transformational goals, continually through 

partnerships that engage multiple types of stakeholders (Cagnin et al. 2013). 

Collaboration with employees is fostered. Indeed, employees are at the root of the sustainability 

approach, being at the source of many initiatives. Moreover, employees are understood to be an 

interface between Ikea and the local community. Ikea also collaborates with NGOs; for the 

identification of responsible wood suppliers as well the responsible sourcing of timber, through 

referring to the Forest Stewardship Council (FSC) standards. 

Ikea also collaborates with suppliers to ensure they follow Ikea’s code of conduct: the IWAY, 

which stands for Ikea WAY on Purchasing Home Furnishing Products. At the end of the day, 

Ikea is collaborating to foster its sustainable approach to business. Indeed, despite Ikea's 

knowledge, it has to rely on the experience of other stakeholders to move toward better 

sustainability performances. It supports the idea that firms by working closely with value chain 

partners and other key stakeholders can discover optimal solutions towards sustainability 

(Worley et al. 2010). Following the table developed by Cagnin (2005), some elements allows us 

to state that Ikea is at level 5, indeed: 

• Ikea has set quantified goals for social and environmental improvements such as a 4% 

yearly reduction in energy consumption. Moreover, it has set the goal of renewable 

energy production covering 100% of its needs by 2020 (P&PP). 

• Ikea uses of renewable energy sources, like windmills and reduces its consumption of 

natural resources. 
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• Stakeholders engage, and trust is leveraged through dialog. Moreover, the surveys seem 

to evidence that employees acknowledge the importance of Ikea’s sustainability strategy 

to improve environmental and social conditions. 

As shown by Q10, employees are part and parcel of the sustainability efforts and perceived 

management creates conditions to engage in sustainable activities.  

Learning dimension 

One aspect that shows that Ikea is, at least, on the fourth level of maturity is that previous stages 

of maturity do not take deeply into account the learning dimension of corporate sustainability. 

Ikea clearly emphasizes its strategy on this dimension. 

Moreover, Ikea relies on cross-boundary learning and knowledge flow between some of its units 

and focus on a continuous learning/adaptation approach to sustainability. Indeed, Ikea leads 

experiments in some of its units before a potential generalization. In this perspective, Anna-Karin 

(store manager at Jönköping’s Ikea store) is closely following the outcomes of the initiative taken 

at the Jönköping warehouse where employees can engage in tutoring activities with high school 

students during paid hours, in the limit of 3 hours per week. This attitude toward sustainability 

qualifies Ikea for the fifth level of sustainability that is labeled by Cagnin (2005) as “High-

Performance Sustainability Net”. 

From employees’ point of view, the company offers “a wide range of learning and career 

development opportunities to enable everyone to reach their potential” using tools as e-learning 

and training.  On a broader perspective, Ikea seeks feedback from stakeholders (NGOs, 

customers, suppliers, etc.) about its sustainability performance and acknowledges that by 

listening to others, it can make positive changes and develop long-term plans. Moreover, the 

dialog is fostered, and Ikea requires an active participation of employees. It has made the bottom 

line employees the root of the initiatives of the company whenever it acts locally, in the 

community. 

 

 



 
 

Master Thesis 
 

 
Sarka & Bouvrain 

 

 65 

 

Information access and communication 

As shown by the survey, sustainability is part and parcel of internal communications at Ikea with 

92% of respondents saying they receive information about sustainability on a relatively regular 

basis. 

Moreover, the company issued a yearly sustainability report and had axed its strategy on the 

triple bottom-line approach (P&PP). Nevertheless, asked whether they know about Ikea’s 

“People and Planet Positive” strategy for 2020, the dispersion of results is quite significant, 

underlying needed improvements in the communication of the corporate strategy. However, the 

communication aspect is not invalidated. Indeed, 92,5% of respondents agreed to say that 

information about Ikea Jönköping initiatives is easily accessible. 

Values, mission, and awareness 

Ikea qualifies for the fifth level of maturity since its values and missions are jointly defined. Ikea 

defines itself as a company who wants to create “a better everyday life for the many people”5. 

This is said to be achieved through a triple focus: 

• Inspire and enable millions of customers to live a more sustainable life at home 

• Strive for resource and energy independence 

• Take a lead in creating a better life for people and communities 

Employees at Ikea Jönköping to understand the concept of sustainability and can explain what 

this concept is about, not only mentioning the environmental aspect but also the social dimension. 

Even the economic rationale behind it is understood. Moreover, 77% of the respondents are able 

to mention at least one sustainable practice they were following. 

Employees not only understand CS but also allow it to move forward with 77% of respondents 

believing Ikea’s sustainability strategy is extremely important to improve the environment and 

social conditions. 

                                                
5 Ikea.com,. 'Our Business Idea - IKEA'. N.p., 2015. Web. 22 February 2015. 
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Apparently, Ikea qualifies for the fifth maturity phase described by Cagnin (2005). Results show 

that Ikea has a proactive approach to sustainability and employs sustainable practices across the 

entire scope of the company, even including other members of the value chain like customers, 

suppliers, and partners. Sustainability is a core approach to the business planning life cycles. 

Moreover, since Ikea collaborating with stakeholders within a broad value chain network and 

focuses on improving value chain sustainability, it will be better positioned to manage risk 

(Worley et al. 2010). Responses obtained for Q2, Q3 and Q8 together with the informal interview 

data also allow us to conclude that CS is embedded within the organizational culture of Ikea. 

4.3 Discussion 
Sustainability and cost leadership strategy 
Companies that have a profound understanding of corporate sustainability approached through a 

triple bottom line, which integrates social, environmental and economic dimensions can enjoy 

different benefits from sustainable development. The benefits various from case to case but an 

overall positive sphere of influence were seen in resource management, risk management, new 

competitive advantages and new market opportunities. The evidence suggests that sustainability 

has a positive effect and is complementary approach to cost leadership strategy. Sustainability is 

perceived as a win-win strategy by many authors (Burke and Logsdon, 1996; Dentchev, 2004; 

Husted and de Jesus Salazar, 2006). However, an author such as Hahn et al. (2010) addresses the 

question of trade-offs that has to be made pursuing sustainability strategy where social, 

environmental and economic aspects cannot be achieved simultaneously. Our findings and case 

analysis contribute to a win-win theory along with overall cost leadership strategy, however with 

a few essential conditions that has to be applied to perceive a win-win situation. 

The important starting point is to understand that corporate sustainability is a complex and a 

multidimensional concept that cannot be pursued by a single corporate action in a closed 

organizational environment.  Sustainability maturity levels described by Baumgartner and Ebner 

(2010) are a perfect illustration of the complexity of the process moving towards excellence of 

sustainability. While Baumgartner and Ebner (2010) identified the actions, which have to be 

taken by a company to secure high-level sustainable performance, there is very limited insight 

about the alignment of the activities to company’s corporate strategic goals. 
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According to Yasai-Ardekani and Nystrom (1996) differentiation strategy for cost leadership 

firms is helping to minimize their vulnerability due to heavy reliance on cost-based advantages. 

As Ikea study shows, sustainability approach serves a cost leadership strategy in a similar way as 

differentiation strategy does by minimizing their vulnerability through increased scope of 

competitive advantages and created new opportunities. Furthermore, moving towards the 

excellence level of sustainability makes it very hard for competitors to copy advantages gained 

through sustainability because of its complexity and uniqueness in each case. To reach excellence 

requires cooperation with different stakeholders, suppliers and firm has to go through the learning 

process. All this together makes almost impossible straightforward to copy strategy achieved 

through sustainable development. Even though our findings cannot be generalized because of its 

uniqueness to each industry and the need to emphasize different activities towards sustainable 

development, it provides valuable information for companies how sustainability can minimize 

vulnerability of cost leadership strategy. 

Securing long-term success 

A cost leadership strategy relies mostly on economies of scale (even though not only) to 

pressurize its costs (Porter, 1985). Larger volumes allow for specialization of the tasks performed 

by individual inputs (Hill & Jones, 2012). Nevertheless, such specialization can harm the 

company in the long run since specialization can be the source of broadness and therefore 

demotivation on the employee side (Hackman & Oldham, 1976). We observed sustainability as a 

useful mean to prevent such attitude by increasing task identity, task variety, and meaning to the 

employee. In other words, employees feel that their work is significant, not only for the company, 

but also for the whole community by contributing to a more sustainable society. Moreover, 

sustainability has an inevitable impact on workers’ morale by providing them with hygienic 

factors, i.e., good working conditions and a safe working environment. All in all, sustainability is 

a mean to maintain the productivity of the workers. 

For decades, the general conception was that there was a trade-off between environmental and 

social on one side and the economy on the other hand (Porter & Linde, 1995); in other words, 

increased production costs would result in decreased competitiveness. The reasons for such 

assumption may vary from the lack of adopting innovative technology, to lack of fully 



 
 

Master Thesis 
 

 
Sarka & Bouvrain 

 

 68 

 

understanding sustainable development. A hybrid strategy seeks simultaneously to pursue 

differentiation and low price to keep relative with costs to its closest competitors (Bambang 

Baroto et al. 2012). The same approach is taken pursuing CS where three dimensions interplay 

simultaneously in the process of sustainable development: social, environmental and economic. 

As S. Gupta and V. Kumar (2013) emphases, balancing all three dimensions leads to better 

performance for sustainability practices. The focus on just one of the activities at the time is a 

short-term minded strategy and nevertheless has to challenge trade-offs. However, if social and 

environmental dimensions are concerned primarily with increasing economic sustainability 

(Dyllick & Hockerts, 2002), company has enormous potential to succeed and outperform 

competitors with its sustainable development strategy.  

Taking this approach company is strengthening its competitiveness in securing long-term success 

by reducing cost related risks, planning reliability securing essential materials, assurance of 

legitimacy, attraction of new customer segments and development of new product and business 

segments. The outcome of the sustainable development is in line with a cost leadership core 

competitiveness, to keep costs as low as possible. Nevertheless, the result from sustainable 

development mentioned above transforms cost leadership strategy from a short-term minded 

approach to a long-term strategy. Therefore, simultaneous implementation of all three dimensions 

of corporate strategy that aligns with corporate goals and mission can strengthen company’s 

competitiveness that leads to a better market position. According to Banker et al., (2014) the 

competitive advantage through adopting cost leadership strategy is temporary, and sustained 

long-term profitability is not feasible. Hence, for the companies that chose a cost leadership 

strategy, sustainability is not a choice, but rather a must strategy in order to secure long-term 

competitiveness. 

Strengthening supply chain relation 

To secure long-term success, to identify synergy between innovation and sustainability, and 

perceive sustainability as win-win companies has to develop sustainability-oriented 

organizational culture and go beyond own organization units to include supply chain, customers 

in the whole transformation process towards sustainable development. According to Packalén 

(2010) sustainability is achievable only if it is regarded as a culture transforming where vital 
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culture and sustainable development goes hand in hand and is a motivated to implement 

sustainability in every aspect of business. Collaboration together with sustainability-oriented 

organizational culture is one of the vital elements of unlocking sustainability. Lamikoski et.al 

(2010) remarks that collaboration generates advantages that are not achievable when 

organizations and partners function independently. According to Porter (1985) external linkages 

with suppliers and channels can lower costs by improving coordination and joint optimization of 

a firm's activities and the value chains of suppliers and channels. Sustainability initiatives tend to 

reduce the risks of suppliers increasing their prices through the implementation of a code of 

conduct and establishment of long-term relations. Financial risks, as defined by Cavinato (2004), 

are especially better dealt with. Firms with overall cost leadership strategy have already so 

required competencies to work with suppliers in order to cut costs. Sustainability approach 

requires even closer collaboration with external suppliers to ensure that the whole value chain is 

affected by the sustainability strategy. Following the logic that close collaboration with suppliers 

is beneficial for cost leadership strategy it is safe to draw a conclusion that sustainability 

approach will strengthen the relation between supply chain and company. 

New markets and opportunities 

Apparently, corporate sustainability allows companies to enter new markets and reach new 

opportunities. As mentioned by Cagnin et al. (2013), we observed that high-performance 

sustainability requires close collaboration with different stakeholders to develop innovative 

solutions. Those can then be used to modify existing product or create a new product range that, 

in the end allows for gains in market share -through the reach of an additional group of 

customers- or for introduction in new markets. In short, the new markets’ exposition is often the 

outcome of a new product category that was developed as a result of a sustainability initiative. 

This is probably more likely to happen for companies who reached the fourth or fifth stage of 

maturity regarding corporate sustainability (Cagnin, 2005). Indeed, while integrating 

sustainability challenges into business strategies, companies seem to move from a more reactive 

approach toward a proactive one leading to exploitation of business opportunities (Spitzeck et al. 

2013). 
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The traditional view of business is to make a profit. Economists and financiers have argued that 

the purpose of business is to make money — the more, the better (Kanter, 2011). However, there 

is no evidence that sustainability has a negative financial impact, prior to sales, at companies 

reaching the fifth maturity phase (Cagnin, 2005) of corporate sustainability integration. Usage of 

secondary raw material allows for cost reduction, and most of the initiatives related to water and 

electricity consumption have an immediate positive financial impact on companies at Ikea. 

Initiatives like selling damaged products at a discount also allow for reduced losses. In the end, 

the competitive advantage of firms engaged in such a sustainability effort seems to be fostered. 

This tends to prove that sustainability initiatives can only be successful and lead to better 

performance only if all three dimensions (economic, social and environmental) are pursued 

simultaneously by the organization (S. Gupta and V. Kumar 2013). Companies that have a 

profound understanding of corporate sustainability approached through triple bottom-line, which 

integrates social, environmental and economic dimensions-, and of the economics behind it, can 

enjoy different kind of benefits. 
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5. Conclusion and Contributions 
5.1 Introduction 
The aim of this research was to determine whether corporate sustainability goals could be aligned 

with the imperatives of a cost leadership strategy by investigating four specific research 

questions. The conclusion links the results and findings to the general literature and shows the 

greater context and implications. Limitations and further research questions and the contribution 

to the literature are closing this chapter. 

5.2 Conclusion 
Sustainability, previously seen as a marketing gimmick, is now seen as an increasingly important 

strategic goal that is shaping the way organizations compete. As with any change, some business 

will benefit while others won’t, depending on how they will respond to the transformation 

towards sustainability trend. Most of the researchers agree on the fact that sustainability strategy 

can be an answer to climate change and contribute to better living conditions for society through 

a shared value creation. However, prior this study the compatibility question between cost 

leadership strategy and sustainability haven’t been explored at the extensive level. 

The research question was asked in order to answer: 

“How does Corporate Sustainability affect Cost Leadership strategy in terms of 

competitiveness?” 

 

The findings proved that it is worth for companies with cost leadership strategy go beyond green-

washing strategy. Ikea is one of these companies that recognized that challenges linked to 

depleting natural resource, climate change, growth in demography, poverty, and natural disasters 

presented an opportunity for growth and increased competitiveness. The case results show that 

cost leadership strategy is compatible with doing business sustainably and companies with cost 

leadership strategy, despite sensitivity to the costs, should pursue transformation toward 

sustainable development through responsible investment. Our analyzes justified that the 

implementation of sustainability approach to cost leadership strategy is not only feasible, but will 

also generate superior competitiveness and opportunities. Therefore, a cost leader integrating CS 



 
 

Master Thesis 
 

 
Sarka & Bouvrain 

 

 72 

 

is not in the risk of being “stuck in the middle” since sound implementation of sustainability 

increases its competitiveness and allows it to retain its low cost advantage. Indeed, the 

implementation of sustainability strategy results in multiple sources of competitive advantage 

(e.g., new customer segment, tightened supply chain relations, efficiency, securing resources, 

know-how knowledge). Moreover, firms that pursue a sustainability strategy are capable to keep 

a low-cost position by emphasizing efficiency in their value creating activities. Thereby further 

strengthening their competitive position vis-a-vis their rivals that also pursue cost leadership but 

neglecting sustainability activities. Sustainability initiatives are not obstacles to cost leadership 

strategy as long as these initiatives are in line with the core business activities. 

Ikea analysis proved that there are few essential conditions for successful exploitation of 

sustainability. All three dimensions (social, environmental and economic) have to be proceeded 

simultaneously to secure shareholders and stakeholders support. Social and environmental 

dimensions include a lot of different activities and different approaches on how to become 

socially and environmentally responsible company while contributing to the financial health of 

the company. However, we recommend that company should choose carefully in which activities 

to get involved in shaping its strategy. The choice should be based on compatibility with 

company’s core strategy and its ability to convert these activities to long-term benefits. The 

maturity levels of corporate sustainability and their relation to competitive strategies are both 

helpful in the process of planning and deployment strategy in the case of developing a sustainable 

corporation. To achieve excellence in sustainability performance, companies should consider all-

in approach towards sustainability strategy. An ad-hoc approach is too narrative that could make 

any differences in its strategy, except added extra expenses without long lasting effect. 

Sustainability approach has to be a part of innovation, collaboration, organizational culture, 

constant learning process that is applied to the whole organization in order to exploit 

sustainability advantages such as new markets/opportunities resource independence, saved costs 

and efficiency. 

Environmental and social sustainable development can be a trigger to explore alternatives, 

manage risk and to create new practices, and overall it enhances innovative business strategies, 

which can lead to new markets and opportunities. Moreover, firms can use sustainability to 
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minimize their vulnerability due to heavy reliance on cost-based advantages. Hence, successfully 

integrate and convert sustainability into competitive advantage is a long and complex process that 

eventually transform cost leadership strategy from being a short-term minded strategy to a long-

term strategy with lasting competitiveness. 

5.3 Theoretical contribution 
Climate change and social issues have generated a wide interest in sustainability topic and how 

companies could take responsibility and significantly contribute to improving living conditions 

without sacrificing its primary purpose, to make the profit. Many researchers have investigated 

the relationship between sustainability and firm’s ability to explore its benefits. Starting with 

win-win supporters such as Burke and Logsdon (1996), Dentchev (2004), Husted and Salazar 

(2006) and those who emphasize trade-offs such as Hahn et al. (2010), Leach et al. (2012) 

Margolis and Walsh (2003). However, there were no extensive studies analyzing sustainability 

practices compatibility in the context of cost leadership strategy. This study aimed to check the 

compatibility of cost leadership strategy with corporate sustainability, through a holistic 

understanding of sustainability -including all three environmental, economic and social 

dimensions. As a matter of consequence, a more detailed picture was drawn between these two 

concepts, proving the sound economic rationale behind doing business from a sustainable 

perspective and showing that sustainability does not affect negatively the competitive advantage 

of cost leadership strategy. Moreover, taking a holistic approach to compatibility between 

sustainability and cost leadership strategy contributed to the theory that sustainability strategy is a 

vital part of corporate strategy rather than an add-on strategy. 

5.4 Practical contribution 
The single case study is a limited study format. However the results of the research can be 

generalized to a broader range of companies and industries to foster awareness of sustainability 

benefits. Foremost, for companies in the furniture industry with cost leadership strategy, it could 

be a signal that corporate sustainability strategy is not only compatible with a cost leadership 

strategy but also can bring significant opportunities for future growth. Moreover, the study 

evidenced that sustainability can be a tool for managing risks, which could lead to significant 

savings. The analyzes contribute to the establishment of guidelines, showing that companies 
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should first look to their value chain to identify which sustainable activities are compatible with 

corporate strategy since they could foster competitiveness of the firm. This study highlights the 

benefits of sustainability and, therefore, constitutes an argument for companies, regardless of 

their industry, to pursue transformation toward doing business with a sustainable approach. 

5.5 Limitations 
The research methodology previously described contains some limitations. The research findings 

are mainly drawn from secondary data because of the limited accessibility to top management. 

The risk of data being biased due to the subjectivity of the authors cannot be ignored. To check 

the credibility of the secondary data (organizational culture), we conducted a survey with 13 

bottom line employees and an interview with a store manager at Ikea in Jönköping. Even though, 

a store manager confirmed that similar practices are applied to all Ikea stores in Sweden we 

would suggest conducting an interview to at least 5 Ikea stores for the purpose of increased 

validity and richness of data.  Our original plan was to conduct a survey at two Ikea stores, 

however after multiple attempts to arrange the date and time with no success; we have decided to 

limit our survey to one store. 

After completing our interpretation of the findings, we discovered that we didn’t include a 

question (Is sustainability a natural part of everyday work within your department?) in a survey 

that, in retrospect, could have helped solidify culture part of sustainability at Ikea store.  The 

survey and interview were conducted in English. Ikea store co-workers might have had some 

trouble to understand the questions. Even though we simplified the terminology used in our 

survey, there is a risk that questions might have been misunderstood. 

Furthermore, due time constraints, we were limiting the scope of our studies to compatibility 

issues while excluded corporate governance methods and influence to transform its business to 

more sustainable one. Corporate governance plays an important role deciding the depth and 

direction of a corporate sustainability strategy. Nevertheless, it provides analytical input to 

contemporary discussions about how a company manages their social and environmental 

performance as part of their responsibility. Additional data would have complemented the 

analysis, through balancing short and long-term performances that affect competitiveness. For 
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future researchers, we would suggest to include corporate governance in their research paper for 

more detailed analyzes. 

5.6 Further research 
Reflecting on the questions addressed in this research, we observed several interesting research 

topics that could further expand the findings of this thesis. Our research main goal was to answer 

if sustainability is compatible with cost leadership. Ikea is operating in the furniture industry that 

consumes a lot of natural resources that are directly connected to sustainability. Therefore, it 

would be interesting to see an extensive study with companies that operate in other industries and 

how sustainability activities are converted into a competitive advantage. The study would 

contribute to building a customized Triple Bottom Line framework of sustainable activities in 

every industry that could facilitate the transition to more sustainable development. 

With our analyzes, we could identify the correlation between sustainability maturity level and 

capability to transform sustainable development to competitive advantage through responsible 

innovation, collaborator, organizational culture, and learning. However, deepened analyzes 

between the investment needed to move from one maturity phase to another and created shared 

value could greatly contribute to the discussion if firms should pursue all in or step-by-step 

sustainable development. The study could help identify the breaking point in sustainable maturity 

development where an investment in sustainable development is starting to pay back and firms 

see increased ROI. 

Interdependence between risk management and sustainability not only refers to compliance 

issues, as our analysis showed, sustainability can be an effective management tool (understanding 

threats can lead to new business opportunities) as well. In our analysis, the risk management and 

sustainability strategy interrelationship is analyzed in the broader sense. Therefore, further 

researchers could take more holistic approach towards sustainability and its relationship to risk 

management that could greatly contribute to the theory of sustainability as a management tool.  
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APPENDIX 
Appendix 1: Questionnaire  
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Appendix 2: Questionnaire guide 

Number Question Type Themes 

1 1.   (What is your position at Ikea?) In what 
department do you work ? 

Open 
question 

No theme; validity purpose 

2 Do you know what sustainability is? If so, 
please explain it in your own words. 

Open 
question 

Understanding / Awareness 

3 1.   How often do managers communicate about 
sustainability initiatives in your store ? 

Scale 
question, 1 
to 5 

Information access and 
communication 

4 1.   How easy can you access information about 
Ikea Jönkoping initiatives? 

Scale 
question, 1 
to 5 

Information access and 
communication 

5 1.   How would you evaluate Ikea’s effort toward 
a more sustainable future? 

Scale 
question, 1 
to 5 

Preliminary analysis 

6 1.   How would you position Ikea’s ambitions 
toward a more sustainable future? 

Scale 
question, 1 
to 5 

Preliminary analysis 

7 1.   How well do you know about Ikea’s “People 
and Plant Positive” strategy for 2020? 

Scale 
question, 1 
to 5 

Information access and 
communication 

8 1.   How important do you feel Ikea’s 
sustainability strategy is to improve 
environment and social conditions? 

Scale 
question, 1 
to 5 

Understanding / Awareness 

9 1.   Do management team create conditions to 
engage in sustainable activities? 

Scale 
question, 1 
to 5 

Collaboration with 
stakeholders 

10 1.   Do you participate in activities contributing to 
a better world organised by Ikea? 

Scale 
question, 1 
to 5 

Collaboration with 
stakeholders 

11 1.   How often do you receive training about 
sustainability? 

MCQ Learning 

12 1.   How often do you engage in discussion with 
the customers about Ikea’s sustainable 
approach? 

Scale 
question, 1 
to 5 

Additional piece of 
information 

13 1. Can you give us an example how do you 
incorporate sustainability in your day to day 
activities at Ikea? (Open Question) 

Open 
question 

Understanding / Awareness 
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Appendix 3: Questionnaire answers 

# Answers 

Q1 Self serve co worker 
Salesman 
Salesman 
Customer Relations Manager 
Co-worker at the restaurant 
Recovery 
Salesman 
Co-worker at the Restaurant 
Cashier at Ikeafood 
Co-worker at Customer Relations 
Salesman 
Salesman 

Q2 ‘Sustainability for me is using resources and reusing them over and over again instead of using one-
time resources that are hard to develop’ 
No answer 
‘That  you can have your things for a long time’ 
‘Yes, it is to produce items that are durable and friends with environment’ 
‘Yes, good for the environment, long lived product, the future’ 
‘How do we use our resources’ 
‘Yes, it is the way a product is designed and structured in order to either have a long life, or be easy 
to recycle’ 
No answer’ 
’It’s about how we, humans, work for a better environment to create a healthy life on our planet’ 
No answer 
‘Environment and happy customers’ 
‘Long term solutions’ 
‘Sustainable environment’ 

Q3 5,4,3,3,3,3,5,2,3,3,4,3,3 

Q4 5,4,4,4,4,4,5,4,2,4,4,5,5 

Q5 5,4,5,4,5,4,5,5,4,4,4,3,3 

Q6 5,4,5,5,5,4,5,5,3,5,3,5,5 

Q7 5,2,1,3,4,4,1,4,1,3,3,2,2 

Q8 5,4,5,5,5,5,5,5,4,3,5,5,5 

Q9 5,3,3,3,3,4,5,3,3,3,5,4,3 

Q10 5,2,3,2,2,4,5,no answer, 4,2,5,2,3 
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Q11 Once per year 
Once per year 
Once per half-year 
Once per year 
Once per year 
Once per quarter 
Once per year 
Once per year 
Once per year 
Once per year 
Once per year 
Once per year 
Once per year 

Q12 5,4,3,2,2,3,5,4,2,3,4,1,1 

Q13 When talking about our products with customers. When recycling trash like wallpaper, plastic, 
metal and so on. Talking to co-workers and explaining which gives us money back and which costs 
us when we do not recycle well. 
No answer 
Led lights 
Recycling 
At customer relations, we are very good to save spare parts in order to help customers with 
complaints instead of taking out new products and throw away the rest. 
We are helping our customers with recycling. Later on, we recycle the personal’s glass (colored and 
white), food wastes, plastic and so on. 
Recovery is very active in quality questions. Within Ikea, we report quality problems. 
No answer 
We are sorting out food disposal from the other disposal. 
No answer 
Saving reserve parts, working with the quality, Cost consciousness for the customer. 
Recycling, sorting, advice, common transportation 
Recycling 

  

 


