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[bookmark: _Toc1023439836]Abstract
This report evaluates IKEA’s potential entry into the New Zealand market by applying key international business theories and strategic frameworks. It examines the external business environment through PESTLE analysis, Hofstede’s Cultural Dimensions and Porter’s Diamond Model, alongside Dunning’s Eclectic (OLI) Paradigm to assess the country’s attractiveness for foreign investment. The report also analyses IKEA’s global strategy using Bartlett and Ghoshal’s framework and evaluates alternative market entry modes before recommending franchising as the most suitable approach. The recommendation is based on balancing strategic control, financial risk, resource commitment and long-term market potential. The second section presents a critical reflection using Gibbs’ Reflective Cycle, evaluating the research process, application of theory and key learning outcomes. Overall, the report demonstrates how international business frameworks support informed market entry decisions in a complex global environment.
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[bookmark: _Toc494334524]SECTION 1: International Business Analysis of IKEA’s Proposed Entry into New Zealand
[bookmark: _Toc344569368]Introduction
With an emphasis on the expansion of a multinational firm into a nation where it presently lacks a substantial operational presence, this report examines the strategic issues involved in entering international markets. The research evaluates New Zealand’s suitability as a potential host market using prominent international business theories, including Bartlett and Ghoshal’s global strategy framework, Dunning’s OLI paradigm, foreign direct investment (FDI) theories, and macro-environmental analysis. To determine the optimal market entry approach, it also examines the political, economic, legal, and cultural factors that affect market attractiveness.
Because of its widespread recognition, unique business approach, and significance to international strategy research, IKEA has been chosen as the main organisation (Figure 1 - IKEA’s logo).
[image: ]
Figure 1: IKEA’s Logo
Source: Wallpapers.com
IKEA provides a rich framework for implementing international business strategies because it is one of the biggest and most well-known home furnishings merchants in the world. It offers a perfect platform for analysing how multinational corporations strike a balance among efficiency, responsiveness, and strategic control, owing to its longstanding commitment to global standards and selective localisation in culturally remote regions. Furthermore, while IKEA has a significant regional footprint in Australia and Asia, its lack of presence in New Zealand presents an opportunity to examine the operational, cultural, and strategic factors influencing market entry decisions.
Beyond its scale and iconic standardised approach, recent empirical research of Bourny et al. (2023) shows that IKEA’s entry into foreign markets generates positive externalities for Swedish trade, with evidence that opening a new IKEA store increases imports of Sweden￼related products by approximately 2%, particularly for goods with high cultural content. This implies that IKEA promotes Swedish design, lifestyle, and consumption habits overseas while simultaneously growing commercially and serving as a cultural ambassador. These results confirm the importance of IKEA as a case study for comprehending how multinational corporations influence international trade flows, cultural diffusion, and market growth.
[bookmark: _Toc1021562224]1. Organisational Classification and Global Strategy
[bookmark: _Toc1695084693]1.1 Company Overview
IKEA is a multinational home￼furnishings retailer founded in 1943 by Ingvar Kamprad in Älmhult, Sweden. Serving millions of consumers through a global network of stores, it has developed over the last eight decades into one of the most well-known and significant retail brands in the world. With a unique business strategy that combines cost leadership, large-scale sourcing, and customer-centred design, the company is best known for its reasonably priced, useful, and well-designed items. IKEA’s flat-pack idea, which transformed the furniture business by enabling effective transportation, lower storage costs, and customer self-assembly, is a key component of its competitive identity. IKEA could maintain cheap pricing while preserving worldwide consistency because of this innovation, standardised product designs, and well-coordinated supply systems (IKEA Museum, 2026). 

[bookmark: _Toc2061057100]1.2 Strategic Categorisation: Bartlett & Ghoshal’s Framework
Many multinational corporations have expedited large-scale international expansion, exporting goods and services to every region of the world in an attempt to gain market share since they are no longer satisfied with their current situation. Nevertheless, multinational corporations encounter numerous new obstacles and hurdles when putting international marketing strategies into practice (HANBING, 2024). IKEA is best placed in the global strategy quadrant of Bartlett and Ghoshal (Bartlett and Ghoshal, 1989), which is distinguished by low local responsiveness and high global integration (Figure 2).
[image: ]
Figure 2: The Bartlett and Ghoshal Framework
Source: tutor2u.net
IKEA’s long-standing dedication to standardisation, particularly in ready-to-assemble furniture, demonstrates a significant level of component standardisation within specific product series, scale economies, and a cohesive worldwide brand identity, which is reflected in this classification (Koszewska and Bielecki, 2020). However, categorising IKEA solely as a globally standardised organisation risks overlooking the adaptive capabilities required in diverse consumer markets. Roy (2020), comparing IKEA’s strategies in China and Finland, demonstrates that changing consumer preferences, technological development, and evolving market conditions increasingly compel multinational corporations to balance standardisation with localisation. The study found that shifts in consumer behaviour influence not only marketing strategies but also management practices and operational integration across international markets. For IKEA, this suggests that while global integration remains central to its competitive advantage, long-term success depends on selectively adapting products, customer experiences, and communication strategies to local market conditions. The company’s expansion into culturally distinct markets such as China illustrates that standardisation alone is insufficient; rather, competitive advantage is derived from combining global efficiencies with targeted local responsiveness. This indicates that IKEA operates closer to a hybrid global strategy than a purely standardised model, despite remaining predominantly positioned within Bartlett and Ghoshal’s global quadrant. 
[bookmark: _Int_yrmswr97]Centralised product development, worldwide coordinated sourcing, and consistent shop formats are key components of the company’s fundamental value proposition, which is reasonably priced, practical, Scandinavian-designed furniture. Value creation via a novelty-centred business model that prioritises value co-creation with customers is at the core of IKEA’s value proposition. This strategy is to achieve a sustained competitive advantage and enhance business performance by meeting corporate and customer demands, according to Yang and Shiming (2009). Additionally, this strategic orientation emphasises the growing interdependence of global markets and the need for firms to leverage cross-border efficiencies to remain competitive.
The VUCA (Volatility, Uncertainty, Complexity, Ambiguity) environment's reality also influences IKEA’s global strategy (Figure 3). Ha et al. (2025) maintain that IKEA’s organisational practices show strong elements of adaptability and dynamic interaction, enabling the company to respond effectively to the complexities of the global business environment. 
[image: ]
Figure 3: The VUCA
Operating within a market characterised by changing consumer expectations, supply chain disruptions, and fluctuating exchange rates, IKEA relies on adaptable leadership, long-term supplier partnerships, and a robust logistics network to minimise uncertainty and maintain operational efficiency. These practices support continuous adjustment to external changes while strengthening organisational resilience and competitiveness.
The Cynefin framework (Figure 4) further demonstrates that IKEA operates across both “complicated” and “complex” domains. 
[image: ]
Figure 4: The Cynefin framework
Source: whatfix.com
As illustrated by Arulsenthilkumar and Punitha (2023), in its expansion into India, the company had to adapt to diverse consumer preferences, regulatory challenges, high land costs, and intense market competition while maintaining its commitment to equality, diversity, and inclusion. These factors required experimentation, cultural learning, and flexible decision-making, particularly during market entry and rapid expansion. At the same time, in line with the Cynefin framework's "complicated" domain, where efficiency and knowledge are crucial, IKEA’s supply chain management and logistics operations remained mostly technical and structured. Strong coordination in product design, development, sourcing, and distribution is necessary for the company's supply chain, which is purposefully built to meet its mission of offering well-designed and practical home furnishings products at cheap rates. To ensure cost-effectiveness and operational dependability, managing operations across more than 290 stores in 26 countries and supporting over 1.1 million consumers requires, as Tunyaplin and Chanpuypetch (2019) suggest, highly organised systems, specific knowledge, and ongoing optimisation.
From a trade theory perspective, Johansson and Thelander (2009) highlight that IKEA’s global strategy reflects principles of comparative advantage and economies of scale, enabling the firm to centralise production in cost-efficient regions while distributing globally. This reinforces its position as a global-standardisation MNC, where efficiency and consistency outweigh extensive local adaptation.
[bookmark: _Toc728775240]1.3 Global Configuration and Geographic Footprint
IKEA’s international footprint spans across many countries, supported by a sophisticated global supply chain and a network of more than 1,000 suppliers. IKEA has no active stores in New Zealand despite its wide global reach, which is a significant weakness in its Asia-Pacific strategy. Given New Zealand’s stable political climate, high purchasing power, and cultural fit with IKEA’s design philosophy, this absence is strategically significant.  Its operations are configured to maximise economies of scale, cost efficiency, and global sourcing advantages while maintaining consistent product quality and sustainability standards. Jiang et al. (2018) found in their research that IKEA builds long-term partnerships with suppliers to ensure reliable material availability, lower sourcing costs, and alignment with the company’s sustainability objectives. This collaborative sourcing approach strengthens operational stability while reinforcing IKEA’s global brand reputation and commitment to responsible business practices. The company’s manufacturing and distribution hubs are strategically located to optimise transport costs, labour productivity, and access to raw materials.
[bookmark: _Toc1195234222]2. Macro-Environmental Appraisal and Market Attractiveness
[bookmark: _Toc1604122847]2.1 Political and Regulatory Environment
New Zealand presents a highly favourable political environment for international business expansion, supported by its stable governance, strong institutional framework and commitment to international cooperation. Its foreign policy emphasises building partnerships and collaboration through bilateral, regional and multilateral relationships, enabling businesses to operate within a secure and globally connected market. This approach is increasingly important as businesses navigate a more uncertain international environment where traditional assumptions about globalisation and regional stability are being challenged (Mahuta, 2023).
As a stable parliamentary democracy with transparent institutions, low corruption, and predictable governance, it offers a low risk setting for long term investment. 
Although political stability in New Zealand lowers uncertainty, it also raises the bar for new competitors. Strict regulatory enforcement, especially regarding labour standards, building permissions, and environmental compliance, can raise entry costs and impede execution, even though open governance reduces systemic risk. These legal requirements may limit speed-to-market for a retailer that relies on large-format locations and intricate logistics. IKEA must determine whether the regulatory cost is commensurate with the market's long-term value because the political climate is encouraging but not without conflict.

[bookmark: _Toc1781431056]2.2 Economic Environment
The economic climate in New Zealand offers IKEA a variety of challenges. The country's small population restricts the scale efficiencies that support IKEA’s cost-leadership approach, but strong purchasing power and a thriving property market drive demand for home furnishings. Low-price positioning is more difficult to maintain without regional supply chain redesign due to geographic isolation, which also increases logistical costs. Ameer (2026) findings reveal that New Zealand’s economy is unevenly resilient, as evidenced by recent data from the COVID-19 period: primary industries like forestry and logging saw a dramatic decline, partly due to government choices on vital services, while service sectors like information, media, and telecom grew. This asymmetry draws attention to structural flaws that exacerbate the difficulties of doing business in a remote, tiny market. Therefore, economic appeal is contingent; demand is high, but IKEA needs to overcome cost and scale. Therefore, economic attractiveness is contingent; demand is high, but IKEA needs to overcome cost and scale limitations without compromising its value proposition.
[bookmark: _Toc1078371296]2.3 Legal Environment
[bookmark: _Int_3o9k7jQV]Although New Zealand’s legal system lowers contractual and operational risk, foreign merchants must adhere to stringent regulations. The cost of doing business in the market is increased by consumer protection laws, employment laws, and strict environmental regulations. The regulatory strategy used for significant hazard facilities, where WorkSafe enforces strict oversight and employs a transparent, full cost-recovery mechanism, exemplifies the larger legal culture of predictability, responsibility, and active enforcement (Ministry of Business, Innovation and Employment, 2023). Despite many of these expectations are met by IKEA’s global standards, there is minimal opportunity for operational misalignment due to the strict regulatory framework. Because of this, the legal environment is tough but steady, necessitating focused execution and possibly greater operating expenses than in similar markets.
[bookmark: _Toc688068555]2.4 Cultural Environment
Cultural alignment between IKEA and New Zealand is generally strong, but not without nuance. New Zealand’s cultural environment is more complex than broad national indicators suggest. To further evaluate the cultural compatibility between IKEA’s home country and the proposed host market, Hofstede’s Cultural Dimensions Model (Hofstede, 2011) provides a useful framework for comparing national cultures across the six dimensions. Understanding cultural differences is essential for multinational corporations (MNCs) when entering foreign markets, as it helps them evaluate the need to adapt management practices, consumer behaviour approaches and marketing strategies to local expectations. Such cultural awareness enables firms to develop more effective international strategies and improve their ability to respond to diverse market conditions (Xi et al., 2020). Figure 5 compares the Hofstede cultural profiles of Sweden and New Zealand, illustrating that while both countries share relatively low power distance and high individualism, notable differences exist in masculinity, uncertainty avoidance and long-term orientation, suggesting that IKEA may benefit from selectively adapting elements of its customer experience and communication strategy while maintaining its globally standardised business model.
[image: ]Figure 5: Hofstede cultural profiles of Sweden and New Zealand
Historical design practices in Aotearoa reveal uneven cultural exchange between Māori and Pākehā, as illustrated by J.H. Menzies’ colonial hybrid designs, which reflect both creative engagement and cultural misunderstanding. This complexity is also evident in contemporary urban design research, which emphasises the centrality of whenua (land) to Māori identity and the need for co-design approaches that embed Māori values in housing and community planning (Smith, 2024; Menzies, 2022). These insights highlight that design preferences in New Zealand are shaped by layered cultural identities rather than a single dominant aesthetic. For IKEA, this means that while Scandinavian minimalism may appeal to many consumers, the company must avoid assuming universal acceptance and instead recognise the need for cultural sensitivity, selective adaptation, and engagement with local cultural frameworks.
Overall, the PESTLE analysis highlights that New Zealand presents a generally attractive but strategically complex environment for IKEA’s expansion. Prior studies by Hong et al. (2025) have noted that political stability, transparent institutions, advanced digital infrastructure, and strong consumer purchasing power create favourable conditions for market entry. At the same time, the country’s small population, geographic isolation, stringent legal requirements, strong environmental expectations, and culturally nuanced consumer landscape impose constraints that could limit the effectiveness of IKEA’s traditional scale-driven business model. As summarised in Figure 6, the attractiveness of the New Zealand market is therefore conditional rather than absolute. Success will depend on IKEA’s ability to balance its globally standardised operating model with selective local adaptation, particularly in relation to sustainability, cultural sensitivity, and cost-efficient market delivery.
[image: ]
Figure 6: PESTLE Analysis of New Zealand as a Potential Host Market for IKEA
In addition to the PESTLE analysis, Porter’s Diamond Model (Porter, 1990) is used to assess New Zealand’s competitive environment and its suitability for IKEA’s market entry. The model evaluates four determinants that influence national competitive advantage and the attractiveness of a host country for international expansion.
[image: ]
Figure 7: Porter’s Diamond Analysis - New Zealand
Porter’s Diamond may be used to assess the competitive landscape for IKEA in New Zealand, as shown in Figure 7. The analysis suggests that although New Zealand benefits from stable institutions, skilled labour and strong consumer purchasing power, its relatively small domestic market and geographic isolation constrain economies of scale. Nevertheless, well-developed logistics infrastructure, sustainable business practices and a competitive retail sector provide supportive conditions for IKEA’s market entry.
[bookmark: _Toc2025914569]3. Entry Mode Strategy and Strategic Synthesis
[bookmark: _Toc357569835]3.1 Historical Pattern Recognition
IKEA’s global expansion strategy demonstrates a deliberate balance between franchising and wholly owned subsidiaries, with entry mode selection shaped by factors such as market attractiveness, institutional complexity, cultural distance, and the degree of strategic control required. In culturally distant and operationally challenging markets, including Japan, China and India, IKEA has predominantly adopted wholly owned subsidiaries to safeguard brand integrity, maintain supply chain efficiency and ensure consistent implementation of its standardised retail concept. This approach is reflected in IKEA’s sustainability initiatives in China, where the company actively manages and adapts its cotton-textile supply chain practices to local conditions while maintaining its global sustainability objectives (Gong et al., 2019). IKEA adopts franchising in smaller or less strategic markets to achieve faster expansion, lower investment risk and access local expertise. However, this approach may reduce managerial control and affect consistency. Therefore, IKEA balances franchising with direct ownership, using internalisation where brand protection and long-term strategic value justify higher commitment.
[bookmark: _Toc625567704]3.2 The Eclectic Paradigm/ OLI Framework
The Eclectic Paradigm, commonly known as the OLI framework (Dunning, 1988), is a foundational model in international business theory that explains why firms engage in foreign direct investment by evaluating their ownership, location, and internalisation advantages (Bedida et al., 2026). This framework provides a structured lens for analysing multinational expansion decisions and is particularly relevant to IKEA, whose global growth has consistently been shaped by the interaction of strong ownership advantages (brand, design capability, supply chain efficiency), selective location advantages (market potential, institutional stability), and carefully managed internalisation advantages (control over quality, customer experience, and intellectual property). Applying the OLI paradigm to IKEA’s potential entry into New Zealand enables a systematic evaluation of how its established global capabilities align with the characteristics and constraints of the host market.
[bookmark: _Toc997773269]3.2.1 Ownership Advantages (O)
Since IKEA has significant ownership advantages, its success in New Zealand is uncertain. Although the brand has a distinct competitive advantage due to its global recognition, creative prowess, and efficient supply chain, these advantages are highly dependent on size. IKEA’s ownership strengths are further reinforced by its flatpack concept, large-scale sourcing, and standardised product designs, which collectively support its global cost leadership model. Although IKEA did not invent flatpack furniture, it transformed the concept into a core ownership advantage by integrating customer assembly, efficient distribution, and large-scale sourcing into a single business model. This innovation on flat-pack furniture, rooted in Ingvar Kamprad’s (IKEA’s founder) early efforts to reduce transport costs and damage, became a defining capability that supports IKEA’s global cost leadership strategy (IKEA Museum, 2026). However, because the flatpack model relies heavily on high volumes and rationalised logistics, its full benefits are harder to realise in smaller markets such as New Zealand. Additionally, IKEA’s capabilities also rely heavily on scale and global standardisation, creating challenges when transferring them into smaller markets that require greater local adaptation. The limited market in New Zealand makes it difficult for IKEA to take full advantage of its economies of scale, which could weaken the cost benefits that support its global strategy. As a result, IKEA’s factory-specific advantages (FSA) remain valuable, although the size of the market and logistical constraints limit their transferability.
[bookmark: _Toc1412217750]3.2.2 Location Advantages (L)
New Zealand has favourable institutional and demand conditions, but these benefits are offset by environmental and structural limitations. While market penetration is facilitated by political stability, high purchasing power, and cultural openness, the nation's stringent environmental standards have a big impact on how businesses that use wood-based products are seen. Villamor et al. (2023) highlight that New Zealand’s climate strategy relies on strict forest regulation, balancing sustainable commercial use with environmental and cultural preservation. This aligns with IKEA’s sustainability goals, but the company must demonstrate compliance with local sourcing and carbon standards. Therefore, New Zealand’s advantages are conditional on IKEA’s ability to adapt to its sustainability requirements while managing higher logistics costs.
[bookmark: _Toc1435297382]3.2.3 Internalisation Advantages (I)
Whilst internalisation is essential to IKEA’s business model, complete control might not be the most effective strategy in New Zealand. The strategic advantage of complete internal control is diminished by the high expense of establishing wholly owned businesses in a small, remote market, even though internalisation safeguards IKEA’s design expertise and guarantees brand consistency. Internalisation benefits remain important but do not justify a high-commitment entry strategy. A hybrid approach is more suitable, combining shared operational responsibility with brand control. IKEA also integrates ERP-based forecasting with managerial judgement to improve inventory efficiency, reduce waste and support sustainability goals. IKEA’s capacity to maintain operational resilience is highlighted by the interaction between digital optimisation and human control (Bogati, 2026). This factor is significant when entering a small, unstable market like New Zealand, where demand patterns can change fast and scale savings are limited. Thus, efficient inventory optimisation could boost sustainability performance and cost control, strengthening IKEA’s competitive edge in new markets.
Although the OLI paradigm provides a robust framework for explaining foreign direct investment decisions, it assumes relatively stable competitive conditions and pays limited attention to rapidly evolving institutional environments and dynamic capabilities. As a result, management discretion is still required when using the model to make decisions about modern international expansion.
[bookmark: _Toc375477910]4. Entry Mode Strategy and Strategic Integration
[bookmark: _Toc201675997]4.1 Historical Entry Mode Patterns
As demonstrated by its early entry into Japan, IKEA’s previous expansion demonstrates how a mismatch between entry mode and market conditions results in failure (Subrahmanyam et al., 2026). In smaller or more complex markets, the corporation does best when it maintains strategic control while avoiding excessive capital exposure. This pattern indicates that IKEA benefits from flexible entry methods that strike a balance between control and local expertise, rather than strict adherence to wholly owned subsidiaries (Lindblom et al., 2026).
[bookmark: _Toc243601552]4.2 Evaluation of Entry Mode Options for New Zealand
Research suggests that while wholly owned subsidiaries provide multinational corporations with the highest level of managerial control, this advantage is most valuable when firms need to closely align subsidiary operations with corporate objectives and manage external uncertainties. Mao (2020) found that parent management control is crucial for enhancing subsidiary performance because it keeps subsidiary objectives in line with the parent company's strategic ambitions, especially in high-risk circumstances. In a similar vein, Giacobbe (2016) contends that fully owned subsidiaries allow headquarters to put in place specialised management control mechanisms that lower uncertainty and protect company-specific assets. This degree of control can improve operational consistency, but it also necessitates a significant administrative and financial investment. The advantages of maximum control may not exceed the higher investment and operational risk connected with complete ownership for IKEA in New Zealand, an arguably small and remote market. As a result, franchising is a more suitable entrance strategy that enables IKEA to take advantage of local market knowledge and minimise resource commitment while retaining adequate oversight through established brand standards and contractual agreements. To further evaluate the strategic suitability of the two most relevant entry modes, Figure 8 compares them against the key decision criteria identified in the international business literature.
[image: ]Figure 8: Entry Mode Comparison 
[bookmark: _Toc1195150696]4.3 Recommended Entry Mode
The best option from a strategic standpoint is a franchise model as it reduces financial risk, makes use of local market expertise, and complements IKEA’s prosperous growth in other mid-sized markets. Importantly, franchising enables IKEA to delegate operational responsibilities to a capable local partner while retaining control over brand-critical components like supply chain, design, and catalogue. This strategy provides the finest possible balance between market realism and strategic control. Šarić (2025) maintains that franchising is a strong and adaptable growth strategy that enables companies to grow quickly with little initial investment. However, this entry mode also reduces IKEA’s direct control over daily operations, creating a risk of inconsistencies in service quality, store management, and customer experience that could affect the brand's reputation if not effectively monitored. Although a wholly owned subsidiary would maximise strategic control, the substantial capital investment required, combined with New Zealand’s relatively small consumer base and geographic remoteness, makes this option financially disproportionate.
[bookmark: _Toc57465086]5. Strategic Recommendations
PESTLE analysis, Dunning’s OLI paradigm, and the Bartlett and Ghoshal framework all point to the same strategic conclusion. New Zealand has good institutional and cultural circumstances but low economies of scale because of its tiny market and remote location, whereas IKEA has significant ownership-specific benefits and a globally connected business model. The strongest connection between IKEA’s global strategy and the features of the host market are thus achieved through a lower-commitment entry method that maintains strategic control while using local market experience.
IKEA’s most suitable entry strategy for New Zealand is franchising, as it balances brand control with reduced financial and operational risk in a small, remote market. A local franchise partner can provide valuable knowledge of regulations and consumer preferences, while enabling IKEA to adapt products and store operations. Sustainability and ethical sourcing should also remain central to strengthening IKEA’s market legitimacy. Timber consumption, carbon impact, and supply chain transparency will be extensively examined due to the nation's forestry context and cultural relationship with land. IKEA’s worldwide environmental pledges align with these expectations, but the company needs to show that it complies locally, either by forming alliances with Māori organisations or integrating its supply chain with Australia. Even though Scandinavian design is quite popular, New Zealand’s diverse culture makes thorough localisation and community interaction necessary to avoid cultural mistakes and enhance place-based relevance. Before considering expanding further, IKEA would be able to evaluate demand, improve logistics, and establish brand awareness through a staged development, starting with a flagship Auckland shop backed by online fulfilment.
Evidence from Sweden further suggests that IKEA’s entry can generate positive local spillovers. Nilsson (2020) finds that new IKEA stores increase the turnover of nearby complementary retailers and even boost regional accommodation demand, indicating that IKEA enhances the attractiveness of the surrounding area rather than displacing existing firms. Importantly, the study reports no negative effects on city centre retailers, suggesting that established retail cores may be resilient to competition from out‑of‑town clusters. These findings imply that IKEA’s entry into New Zealand could stimulate local economic activity and support wider regional development.
[bookmark: _Toc1344709191]Conclusion
IKEA has a strong but limited possibility in New Zealand. Despite the market’s small size, high logistics costs, and strict environmental regulations necessitating a carefully calibrated strategy, its political stability, purchasing power, and cultural openness provide a positive basis. While IKEA’s ownership advantages are transferable, the location and internalisation factors do not support a high-commitment entry mode, according to the OLI research. Therefore, a franchise agreement offers the most balanced route, allowing IKEA to take advantage of local knowledge, uphold brand integrity, and conform to the cultural and environmental context of New Zealand. IKEA’s capacity to show environmental leadership, adjust to local cultural dynamics with tact, and grow through a controlled, evidence-based expansion plan that considers the reality of the New Zealand market will be critical to its success. In the end, IKEA’s ability to achieve a sustainable competitive advantage in a comparatively small but institutionally appealing market will be more important to its long-term success in New Zealand than its ability to replicate its global model exactly.



[bookmark: _Toc762463210]SECTION 2: Reflection 
This reflection applies Gibbs’ Reflective Cycle (1988) because its structured six-stage framework supports systematic critical reflection by encouraging consideration of experiences, emotions, evaluation, analysis, conclusions, and future actions, making it well suited to evaluating both the learning process and professional development (Figure 9).
[image: ]
Figure 9: Gibbs Reflective Cycle adapted
[bookmark: _Toc1700738067]1. Description
This assessment required the application of international business theories to evaluate the potential entry of IKEA into New Zealand, a market in which the company currently has no significant operational presence. The task involved analysing IKEA’s global strategy, assessing the attractiveness of New Zealand as a host market, applying the OLI framework, and recommending an appropriate entry mode. To complete the assignment, I conducted extensive research using academic journal articles, industry reports, government publications, and company sources. The analysis drew upon several concepts studied throughout the module, including Bartlett and Ghoshal’s framework, Dunning’s Eclectic Paradigm, foreign direct investment theories, and macro-environmental analysis. The process required moving beyond a descriptive overview of IKEA and New Zealand and instead developing a critical evaluation of the strategic fit between the organisation and the proposed host market. Throughout the assignment, I continually reviewed and refined my arguments to ensure that theory was effectively integrated with contemporary evidence and real-world business conditions. To ensure the quality of the analysis, I adopted a structured literature search strategy by prioritising peer-reviewed journal articles published within the last five years, alongside government publications, industry reports and IKEA corporate information. Comparing academic and practitioner sources enabled me to evaluate contrasting perspectives and build a balanced evidence base rather than relying on a single source of information.
[bookmark: _Toc816993154]2. Feelings
At the beginning of the assignment, I felt confident in my understanding of IKEA as a multinational corporation because of its strong global presence and well-documented international expansion strategy. However, I initially found it challenging to determine how much emphasis should be placed on theory compared with practical market analysis. I was concerned that the report might become too descriptive if I simply outlined models without critically evaluating their relevance to IKEA’s circumstances. As I progressed, my confidence increased through a clearer understanding of how theories complement each other. For example, Bartlett and Ghoshal’s framework explained IKEA’s strategic orientation, while the OLI framework assessed New Zealand’s ownership, location and internalisation advantages. I also improved my ability to evaluate evidence and recognise the limitations of theoretical models.
[bookmark: _Toc1318222290]3. Evaluation
A key strength of my approach was using diverse academic and professional sources to support an evidence-based analysis of IKEA’s internationalisation, sustainability and entry strategies. I also integrated multiple theoretical perspectives by linking New Zealand’s external environment with IKEA’s strategic objectives and operational model. This enabled me to explain why certain market characteristics, such as geographic isolation and limited population size, create challenges for a retailer whose competitive advantage is strongly linked to economies of scale. However, several challenges emerged during the preparation of the assignment. One difficulty involved balancing standardisation and localisation within the analysis. IKEA is frequently categorised as a globally standardised organisation, yet research demonstrated that the company adapts aspects of its strategy in response to local consumer preferences and institutional environments. Another challenge involved selecting the most appropriate entry mode. While wholly owned subsidiaries provide maximum control, evidence suggested that New Zealand’s market size and logistical constraints may not justify such a resource-intensive investment. Reconciling theoretical benefits with practical market realities required considerable critical evaluation. 
This process strengthened my critical thinking because I moved beyond simply applying theoretical frameworks to questioning their suitability in different contexts. Rather than accepting models at face value, I compared their assumptions with empirical evidence and recognised that no single framework could fully explain IKEA's international expansion decisions.
[bookmark: _Toc466510048]4. Analysis
The learning materials from the module played a significant role in shaping my understanding of international business decision-making. One concept that particularly influenced my understanding was the module’s discussion of cross-cultural business. During the lecture, the example from Eliot's Notes Towards the Definition of Culture (1948), which states that "No culture has appeared or developed except together with a religion," highlighted the close relationship between culture and religion in shaping societal values and consumer behaviour. This encouraged me to look beyond conventional cultural indicators and appreciate that successful international business decisions require a deeper understanding of the historical, social and institutional contexts that influence consumer expectations. As a result, my analysis of New Zealand’s cultural environment became more critical and considered the importance of balancing IKEA’s global standardisation with sensitivity to local cultural characteristics.
Bartlett and Ghoshal’s framework helped me recognise that multinational corporations must balance global efficiency with local responsiveness. Although IKEA is generally classified within the global strategy quadrant, the research process revealed that successful internationalisation often requires selective adaptation to local market conditions. This insight challenged my initial assumption that standardisation alone was responsible for IKEA’s success. Dunning’s OLI framework was valuable in showing that strong firm-specific capabilities alone do not ensure international success. Market attractiveness depends on whether location advantages and internalisation benefits justify the required investment and level of control.
Another valuable insight from the module was the discussion of Foreign Direct Investment (FDI) theories and the distinction between FDI stocks (data) and flows. Learning how international capital movements are influenced by expected returns and how investment often flows towards developed economies despite differences in income levels, strengthened my understanding of why firms evaluate host countries using both market attractiveness and long-term investment potential. This helped me appreciate that IKEA’s market entry decision should be assessed not only through strategic frameworks such as the OLI paradigm but also through broader international investment patterns.
The assignment also reinforced the importance of environmental scanning in international business. Analysing New Zealand through political, economic, legal, cultural, technological, and environmental perspectives highlighted how external factors can influence strategic choices. For example, while New Zealand’s political stability and strong purchasing power create opportunities, its geographic isolation and relatively small market size reduce the potential benefits associated with IKEA’s scale-driven business model. This demonstrated that market attractiveness cannot be assessed through a single dimension but requires consideration of multiple interconnected factors.
Furthermore, reviewing academic studies relating to consumer behaviour, cultural adaptation, sustainability, and entry mode selection enhanced my appreciation of the complexity of international expansion decisions. I learned that multinational corporations rarely follow a single formula when entering foreign markets. Instead, successful internationalisation requires continuous adaptation to changing consumer expectations, technological developments, and institutional environments.
[bookmark: _Toc1171967114]5. Conclusion
Reflecting on the overall process, I believe that this assignment significantly improved my ability to apply international business theories to a practical organisational context. I developed a stronger understanding of how multinational corporations evaluate foreign markets and the factors that influence entry mode selection. The assignment also enhanced my ability to critically assess academic literature, compare competing perspectives, and integrate theoretical concepts with real-world evidence. Most importantly, I developed a deeper understanding of international strategy trade-offs, recognising that multinational corporations must balance control, risk, investment and market responsiveness when pursuing global growth.
[bookmark: _Toc465965918]6. Action Plan
In future assignments, I aim to strengthen my critical evaluation through broader evidence, comparative case studies and a more structured literature review. This module has enhanced my understanding of global business strategy, market entry decisions and the complexities of international business, providing valuable knowledge for my future career. The experience has increased my confidence in analysing complex international business issues and applying academic theory to practical business situations. In future assignments and professional practice, I intend to further strengthen my analytical skills by adopting a more systematic literature review process from the outset, enabling me to identify key debates and research gaps more efficiently. I also plan to incorporate a wider range of international case studies to compare different strategic approaches and develop more balanced evaluations. Furthermore, I will continue to challenge the assumptions underpinning established strategic frameworks rather than relying solely on their theoretical strengths, enabling me to produce more critically informed analyses.

[bookmark: _Toc1264131837]References
Ameer, R., 2026. Economic winners and losers of the COVID-19 pandemic: evidence from New Zealand. Journal of Economic Studies, 53(1), pp.47-66.
Arulsenthilkumar, S. and Punitha, N., 2023. Ikea India: Building diversity and inclusion. JIMS, 8, p.59.
Bartlett, C.A. and Ghoshal, S. (1989) “Bartlett, Christopher A and Ghoshal, Sumantra. Managing Across Borders: The Transnational Solution // Review,” Globe and mail. Toronto, Ont: The Globe and Mail.
Bedida, E.M.S., DOURAID, A. and LARADI, M., 2026. The Evolution of the Eclectic Paradigm: A Review of the OLI Framework in International Business Research. Revue Marocaine de Publication des Recherches.‎
Bogati, S., 2026. Inventory Management Optimization for High-Demand Products in IKEA.
Bourny, D., Mirza, D. and Turcu, C., (2023). The culture-promotion effect of multinationals on trade: the IKEA case. Journal of Economic Geography, 23(4), pp.771-800.
Dunning, J.H. (1988) “The Eclectic Paradigm of International Production: A Restatement and Some Possible Extensions,” Journal of international business studies, 19(1), pp. 1–31. Available at: https://doi.org/10.1057/palgrave.jibs.8490372 (Accessed 20 July 2026).
Eliot, T.S. (1948) Notes Towards the Definition of Culture. London: Faber & Faber. Available at: https://archive.org/details/dli.ernet.544021 (archive.org in Bing) (Accessed 21 July 2026).
Giacobbe, F., Matolcsy, Z. and Wakefield, J. (2016) “An investigation of wholly-owned foreign subsidiary control through transaction cost economics theory,” Accounting and finance (Parkville). Edited by T. Smith, 56(4), pp. 1041–1070. Available at: https://doi.org/10.1111/acfi.12118 (Accessed 15 July 2026).
Gibbs, G., (1988). Learning by doing: A guide to teaching and learning methods. Further Education Unit.

Gong, Y. et al. (2019) “IKEA: Sustainable Cotton Initiative in China,” Asian case research journal, 23(2), pp. 491–518. Available at: https://doi.org/10.1142/S0218927519500202 (Accessed 20 July 2026).
HANBING, Q., (2024). THE INFLUENCING FACTORS OF INTERNATIONAL MARKETING STRATEGY FOR IKEA GROUP'S PRODUCTS (Doctoral dissertation, SIAM UNIVERSITY).
Ha, Y., Lee, C. and Kim, S. (2025) “The IKEA effect in supply chain relationships: mediating role of power types on supply chain sustainability,” International journal of managing projects in business, 18(3), pp. 506–527. Available at: https://doi.org/10.1108/IJMPB-12-2024-0298 (Accessed 14 July 2026).

Hofstede, G. (2011). Dimensionalizing Cultures: The Hofstede Model in Context. Online Readings in Psychology and Culture, 2(1).  https://doi.org/10.9707/2307-0919.1014 (Accessed 20 July 2026).
Hong, Y.W. et al. (2025) “DIGITAL GOVERNANCE FRAMEWORKS AND TRANSPARENT INSTITUTIONS: A BUSINESS-DRIVEN APPROACH TO ACCOUNTABLE INSTITUTION DEVELOPMENT IN SUSTAINABLE PUBLIC ADMINISTRATION,” Lex localis-journal of local self-government, 23(S5), pp. 1629–1640. Available at: https://doi.org/10.52152/801434 (Accessed 19 July 2026).

IKEA Museum (2026) Flatpacks: A flatter furniture future. IKEA Museum. Available at: https://ikeamuseum.com/en/explore/the-story-of-ikea/flatpacks/?t=innovation (Accessed 15 June 2026).

IKEA Museum (2026) The Story of IKEA. IKEA Museum. Available at: https://ikeamuseum.com/en/explore/the-story-of-ikea/ (Accessed 15 June 2026).
Jiang, Y., Jia, F. and Gong, Y. (2018) “IKEA: global sourcing and the sustainable leather initiative,” The international food and agribusiness management review, 21(5), pp. 627–640. Available at: https://doi.org/10.22434/IFAMR2017.0109 (Accessed 12 July 2026).
Johansson, U. and Thelander, Å. (2009) “A standardised approach to the world? IKEA in China,” International journal of quality and service sciences, 1(2), pp. 199–219. Available at: https://doi.org/10.1108/17566690910971454 (Accessed 12 July 2026).
Koszewska, M. and Bielecki, M. (2020) “How to make furniture industry more circular? The role of component standardisation in ready-to-assemble furniture,” Entrepreneurship and Sustainability Issues, 7(3), pp. 1688–1707. Available at: https://doi.org/10.9770/jesi.2020.7.3(17) (Accessed 10 July 2026).
Lindblom, A., Kautto, M. and Mitronen, L., (2026). Make Long-Term Strategic Choices. In Omnichannel Retail: A Strategic Approach for Planning and Decision Making (pp. 43-53). Cham: Springer Nature Switzerland.
Mahuta, N., 2023. Aotearoa New Zealand's place in a troubled world. New Zealand International Review, 48(5), pp.6-9.
Mao, Y., Norkaew, O. and Liu, Y. (2020) “Parent-firm advantages and management control effects on subsidiary performance in emerging economies: a study of foreign direct investment in Thailand,” Asia Pacific business review, ahead-of-print(ahead-of-print), pp. 1–29. Available at: https://doi.org/10.1080/13602381.2020.1726047 (Accessed 15 July 2026).

Mei-Hui, T., Ya-Chin, Y., Chen, Q., Guo-Zhen, C. and Chun-Wei, C., IKEA.(2020). Available at: https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&as_ylo=2020&q=IKEA%27s+ESG+strategy+&btnG=#d=gs_cit&t=1780427199452&u=%2Fscholar%3Fq%3Dinfo%3AvHaRLBW6gJAJ%3Ascholar.google.com%2F%26output%3Dcite%26scirp%3D0%26hl%3Den  (Accessed 15 July 2026).
Menzies, D. (2022) “Huaki : cultural landscape recognition needed for Māori to flourish in housing,” Landscape review (Lincoln), 19(1), pp. 22–43. Available at: https://doi.org/10.34900/lr.v19i1.1192 (Accessed 12 July 2026).
Ministry of Business, Innovation and Employment (2023) Cost Recovery Impact Statement: Recovering the regulatory costs for major hazard facilities. Available at: https://www.mbie.govt.nz/dmsdocument/26301-recovering-the-regulatory-costs-for-major-hazard-facilities-cost-recovery-impact-statement-proactiverelease-pdf (Accessed: 20 June 2026).
Mohanty, S.,(2026). Analysis of IKEA: A Case Study.
Nilsson, H., 2020. IKEA entry-Effects on firms in retail and hospitality (No. 11). HFI Working Paper.
Roy, D., 2020. Impact of Consumer Market Preferences on Expansion Strategies: Strategies Used by IKEA in the International Market.
Smith, D.C., 2024. A neglected design style: Colonial era hybrid architecture, furniture and interior decoration in Aotearoa New Zealand. Journal of New Zealand Studies, (38), pp.31-65.
Subrahmanyam, S., Santos, V. and Marcão, R., 2026. Market Entry Modes and Strategies. In Practices, Strategies, and Emerging Trends in Marketing for Global Expansion (pp. 45-78). IGI Global Scientific Publishing.
Tunyaplin, S. and Chanpuypetch, W. (2019) “Development of a performance measurement system for a home furniture delivery and assembly logistics provider in Thailand,” International journal of business process integration and management, 9(4), pp. 292–306. Available at: https://doi.org/10.1504/IJBPIM.2019.105686 (Accessed 14 July 2026).
Villamor, G.B., Wakelin, S.J., Dunningham, A. and Clinton, P.W., 2023. Climate change adaptation behaviour of forest growers in New Zealand: an application of protection motivation theory. Climatic Change, 176(2), p.3.
Xi, J. et al. (2020) “Employees Perspectives of the Determinants of Corporate Culture in Western-based Multinational Corporations Operating in China,” Revista argentina de clínica psicológica, 29(5), p. 392. Available at: https://doi.org/10.24205/03276716.2020.1038 (Accessed 20 July 2026).
Yang Yang and Shiming Li (2009) “A Study on Novelty-Centered Business Model Based on Value Co-Creation of IKEA,” 2009 International Conference on E-Business and Information System Security. IEEE, pp. 1–4. Available at: https://doi.org/10.1109/EBISS.2009.5137903 (Accessed 10 July 2026).
Šarić, L., (2025). Franchising as a Growth Model (Doctoral dissertation, Sveučilište u Zagrebu, Sveučilište u Zagrebu Ekonomski fakultet, Katedra za poduzetništvo).





























2


image1.png
University of Wales
Trinity Saint David
BIRMINGHAM





image2.png




image3.png
The Bartlett & Ghoshal Matrix
e —————————

LOW PRESSURE FOR HIGH PRESSURE FOR
LOCAL RESPONSIVENESS  LOCAL RESPONSIVENESS.

HiGH PRESSURE .
FOR GLOBAL Global Transnational
INTEGRATION

LOW PRESSURE Multi-

foraoeaL | International
INTEGRATION domestic





image4.png
Volatility

Uncertainty

Complexity

Ambiguity

Unpredictable but not
complex change.

Limited ability to predict
future outcomes.

Multiple interconnected

factors influencing decisions.

Lack of clarity about how to
interpret conditions.

Demand fluctuations in a

small market increase
forecasting risk and require
agile inventory and
supply-chain adjustments.

New market entry with no
prior presence creates
uncertainty around customer
adoption, logistics costs, and
long-term demand.

NZ’s strict regulatory
environment, sustainability
expectations, and
distance-driven logistics
create operational
complexity.

Limited comparable markets
make it unclear how IKEA's
global model will translate to
NZ’s scale, culture, and cost
structure.




image5.png
The Cynefil

b

Complex

Expative Practice

n Framework

E

Complicated
Good Practice

Probe Se > Respond S Analyse
Confused
Q o0y
Chaotic Clear
Novel Practice Best Practice
> Sense -> Respond Sense -> Categorise -> Respond





image6.png
W New Zeatans X [ Swedenx

100
%0
0
0
k)
0
0

30

New Zeaont 49 5
»

10

‘Power Distance Tndividualism Masculinity Uncertainty Long Term
Avoidance Orientation.




image7.png
Political

Economic
Social/Cultural

Technological

Legal

Environmental

Stable democracy, low
corruption, pro-FDI environment

High purchasing power but
small population and
geographic isolation

Growing interest in sustainable
living, diverse Maori and
Pakeha cultural influences

High interet penetration and
mature e-commerce
infrastructure

Strong consumer protection,
employment regulation, and
environmental compliance
requirements

Strong focus on sustainability,
carbon reduction, and
responsible forestry

Strategic Impact

Reduces political risk and
supports long-term investment

Strong demand potential but
limited economies of scale and

higher logistics costs

Supports IKEA's sustainability
positioning but requires
selective localisation

Facilitates omnichannel retailing
and online fulfilment

Increases operational costs but
provides regulatory certainty

Aligns with IKEA's ESG
(Environmental, Social, and
Governance) strategy but
requires transparent sourcing
and environmental
accountability (Mei-Hui et al.,
2020)




image8.png
Factor Conditions:
Skilled workforce
Stable economy
Modern transport
infrastructure
Geographic isolation

N\

Firm Strategy, Structure, and
Rivalry

Competitive fumniture market
Presence of local retailers

High quality expectations
Opportunity through differentiation

7 N\

Demand Conditions
High purchasing power
Environmentally conscious
consumers

Demand for affordable furniture
Small population (5.3 million)

Related & Supporting /

Industries
Efficient logistics

Strong digital retail
Sustainable timber suppliers
Growing e-commerce sector




image9.png
Evaluation Criteria

Franchising

Wholly Owned Subsidiary

Financial risk

Operational control

Resource commitment

Flexibility

Local market knowledge

Strategic fit with New Zealand

Evaluation Criteria

Lower initial investment reduces
exposure

Moderate; maintained through
franchise agreements and
brand standards

Limited

High; easier to adapt or exit

Immediate access via local
partner

Strong alignment with a small,
remote market

Franchising

Significant capital investment
increases financial risk

Maximum managerial control
over operations

Extensive

Low; fixed assets reduce
flexibility

Must be developed internally

Less suitable due to high costs
and limited economies of scale

Wholly Owned Subsidiary





image10.png
Description
Researched IKEA's entry
into New Zealand
Applied international
business theories
Integrated academic and
industry sources

Conclusion
Improved strategic Evaluation
analysis skills Strong evidence base

Better understanding of Effective integration of
market entry decisions frameworks
Greater appreciation of Challenges selecting the




