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IKEA'’S Ethical Procurement Practices

TEACHING NOTE

SUMMARY

The case discusses the ethical procurement practices of the world’s largest furniture retailer,
Sweden-based IKEA, a specialist in stylish but inexpensive furniture in Scandinavian designs.
Initially, the company was accused of large-scale cutting of trees and using chemicals in furniture
manufacturing. Thereafter, IKEA started working toward better procurement practices. In 2000, in
an attempt to improve its operations and processes and minimize the negative impact of these on
society and the environment, IKEA launched a set of environmental and social standards called the
‘IWAY”,

Under IWAY, a set of directives was specified for IKEA’s suppliers; it was mandatory for all the
suppliers to abide by IWAY that outlined the requirements for procuring the raw material,
maintaining environmental balance, and waste disposal, among other things. IKEA terminated its
contract with some of its suppliers due to their non-compliance with the IWAY standards.

IKEA’s design team considered the price, quality, function, material, and technical aspects of the
product, and ensured that the products were free from substances that caused allergies or were
harmful to health and to the environment. The designers were encouraged to review the
environmental consequences of their designs. IKEA deployed IWAY inspectors to visit the
suppliers to ensure that they adhered to the code of conduct specified by it.

Despite its stringent IWAY code of conduct, research on IKEA revealed that the company lacked
transparency in the IWAY standards and provided very little information on them to the public;
also, the monitoring process for checking IWAY compliance among its suppliers was vague. On
several occasions, IKEA was also questioned for its forest management practices.

TEACHING OBJECTIVES AND TARGET AUDIENCE

This case is designed to enable students to:

e Understand IKEA'’s Ethical Procurement Practices

o Study IKEA’s IWAY code of conduct that its suppliers were expected to follow
e Examine the various factors which led to establishment of IWAY

e Study IKEA'’s relationship with its customers and suppliers

o Discuss the pros and cons for customers, suppliers, the environment, and for IKEA itself of
having a stringent code of conduct like IWAY

o Discuss the ways by which IKEA could strengthen its relationship with suppliers and
customers
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TEACHING APPROACH AND STRATEGY

The case can be used effectively for classroom discussion as well as in distance learning programs.
The moderator can initiate the discussion by examining the following aspects / issues:

Business ethics in general and various ethical practices followed by companies
Major players of the home furnishing industry and their contribution to society
The balance between ethical business and profitable business

Ethical business: a win-win situation for the company and the environment

The following questions may be used to aid the discussion:

1. List the various practices followed by IKEA and classify each as ethical or unethical

2. What are the challenges in implementing an inflexible code of conduct like IWAY?

3.

How did IKEA develop environment friendly products?

Authorised for educator use only by Irina Neaga, University of Wales Trinity Saint David. Expiry date 1-Mar-2023.
Usage permitted only within these parameters otherwise contact info@thecasecentre.org



714-043-8

References and Suggested Readings

1.

10.

11.

12.

13.

14.

15.
16.

17.

18.

19.

20.

21.

22.

“Business Environment Awards 2013” www.marrickville.nsw.gov.au, Accessed on May
12, 2014.

“IKEA Case Study” www.naturalstep.org, Accessed on May 13, 2014.
David Aaker, “What’s Motivating IKEA?” www.prophet.com, February 27, 2014

“IKEA Faces Criticism for Cutting 600-Year-Old Trees” www.cntvna.com, February
24, 2014.

Brian Wildes, “IKEA a Shining Example for Commercial Solar”
www.ecolibriumsolar.com, February 10, 2014.

“IKEA  Looks to Scale up  Furniture  Sourcing  from India”
http://articles.economictimes.indiatimes.com, November 29, 2013.

Richard Milne, “IKEA Faces Cultural Challenges as Flat-Pack Empire Expands”
www.ft.com, November 28, 2013.

Oliver Balch, “Listening Key to Setting IKEA's 2020 Strategy says Chief Sustainability
Officer” www.theguardian.com, November 04, 2013.

Brian Nattrass, “The Natural Step for Business: Wealth, Ecology & the Evolutionary
Corporation” October 18, 2013.

Diarmaaid Williams, “IKEA Installs Rooftop Solar in Spain” www.cospp.com, October
11, 2013.

Valerie Chu, Alka Girdhar & Rajal Sood, “Couching Tiger Tames the Dragon”
http://businesstoday.intoday.in, July 21, 2013.

Brue Upbin, “How to Stop Three Billion New IKEA Customers from Wrecking the
Planet” www.forbes.com, June 12, 2013.

Leon Kaye, “Sustainable Supply Chain Creates a Competitive Advantage Worldwide”
www.theguardian.com, May 09, 2013.

Harry Bradford, “8 Things IKEA Wants you to Forget About” www.huffingtonpost.com,
March 18, 2013.

“IKEA’s Saudi Catalogue: Still No Women” http://blogs.wsj.com, February 19, 2013.

Aman Singh, “IKEA: Sustainability and Profitability Two Ends of the Same Stick”
www.forbes.com, February 07, 2013.

Annie Kelly, “IKEA to go 'Forest Positive' — but Serious Challenges Lie Ahead”
www.theguardian.com, December 14, 2012.

Matthew Day, “IKEA ‘'Regrets’ Forced Labour Use in East Germany”
www.telegraph.co.uk, November 16, 2012.

James Hurley, “IKEA Returns to Growth After Price Cuts” www.telegraph.co.uk,
November 02, 2012.

Karl Ritter, “IKEA Deletes Women from Saudi Catalog; Draws Criticism”
www.csmonitor.com, October 01, 2012.

Sarah Laskow, “IKEA Won’t Tell Where It Gets Its Wood — and Congress is About to
Give it a Pass” http://grist.org, June 21, 2012.

Walter Loeb, “IKEA is a World-Wide Wonder” www.forbes.com, May 12, 2012.

Authorised for educator use only by Irina Neaga, University of Wales Trinity Saint David. Expiry date 1-Mar-2023.
Usage permitted only within these parameters otherwise contact info@thecasecentre.org


http://www.marrickville.nsw.gov.au,
http://www.naturalstep.org,
http://www.prophet.com,
http://www.cntvna.com,
http://www.ecolibriumsolar.com,
http://articles.economictimes.indiatimes.com,
http://www.ft.com,
http://www.theguardian.com,
http://www.cospp.com,
http://businesstoday.intoday.in,
http://www.forbes.com,
http://www.theguardian.com,
http://www.huffingtonpost.com,
http://blogs.wsj.com,
http://www.forbes.com,
http://www.theguardian.com,
http://www.telegraph.co.uk,
http://www.telegraph.co.uk,
http://www.csmonitor.com,
http://grist.org,
http://www.forbes.com,

23.

24.

25.

26.

217.

28.

29.

30.

31.

32.

33.

34.

35.
36.

37.

38.
39.
40.
41.
42.

43.
44,
45,
46.
47.
48.

714-043-8

Paul  Snell, “IKEA Prepares to Drop Non-Compliant  Suppliers”
www.supplymanagement.com, February 25, 2012.

Jo Confino, “Former IKEA CEO: Laddish Culture Bars Sustainability from the
Boardroom” www.theguardian.com, January 19, 2012.

Richard Tyler, “IKEA Should be Broken into Three, says Former CEO”
www.telegraph.co.uk, January 17, 2012.

“Spotlight on IKEA: Commitments and Challenges of Responsible Procurement...”
www.isealalliance.org, November 03, 2011.

Nathaniel Popper, “Group of Unions Challenges IKEA” http://articles.latimes.com, April
28, 2011.

Nathaniel Popper, “IKEA's U.S. Factory Churns out Unhappy Workers”
http://articles.latimes.com, April 10, 2011.

“IKEA Introduces Sustainable Product Score Card” www.sustainablebusiness.com,
March 31, 2011.

“IKEA CEO Focuses on Customers’ Needs in Hard Times” http://dailycaller.com,
October 28, 2010.

Kristie Thong, “IKEA Beefs Up Indian Sourcing” www.procurement-online.com,
September 21, 2010.

Lindsay Clark, “IKEA Goes Green on Transport Buying”
www.supplymanagement.com, May 04, 2010.

Andrew E. Kramer, “IKEA Fires 2 Officials in Russia Bribe Case” www.nytimes.com,
February 15, 2010.

“IKEA to Close Three Trade Offices In China” www.chinaretailnews.com, May 25,
2009

“IKEA Looks to Local Sourcing” www.procurementleaders.com, March 26, 2009.

“IKEA China to Boost Sales by Slashing Prices” http://news.alibaba.com, March 09,
2009.

“Improving Non-Core Costs at IKEA Systems B.V.” www.franchisebusiness.com.au,
July 23, 2008.

Steve Bose, “Welcome to IKEAtown” www.theguardian.com, April 2, 2007.

“What a Sweetheart of a Love Seat” www.businessweek.com, November 13, 2005.
“Need a Home to go With That Sofa” www.businessweek.com, November 13, 2005.
“IKEA” www.businessweek.com, November 13, 2005

“IFBWW Experiences with Global Company Agreement” www.newunionism.net,
February 2004.

Annual Reports, IKEA
Sustainability Reports, IKEA
www.ikea.com
www.boklok.com
http://supplierportal.ikea.com.
www.ikeafoundation.org

Authorised for educator use only by Irina Neaga, University of Wales Trinity Saint David. Expiry date 1-Mar-2023.
Usage permitted only within these parameters otherwise contact info@thecasecentre.org


http://www.supplymanagement.com,
http://www.theguardian.com,
http://www.telegraph.co.uk,
http://www.isealalliance.org,
http://articles.latimes.com,
http://articles.latimes.com,
http://www.sustainablebusiness.com,
http://dailycaller.com,
http://www.procurement-online.com,
http://www.supplymanagement.com,
http://www.nytimes.com,
http://www.chinaretailnews.com,
http://www.procurementleaders.com,
http://news.alibaba.com,
http://www.franchisebusiness.com.au,
http://www.theguardian.com,
http://www.businessweek.com,
http://www.businessweek.com,
http://www.businessweek.com,
http://www.newunionism.net,
http://www.ikea.com
http://www.boklok.com
http://supplierportal.ikea.com.
http://www.ikeafoundation.org

