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Executive Summary
This report examines IKEA's potential expansion to Brazil, the largest economy in South America, with over 200 million inhabitants, of whom 80% reside in urban centers (IBGE, 2025). Brazil's growing middle class, the increasing need for affordable and sustainable home furnishings, and the forecasted growth of the furniture market until 2030 present attractive entry opportunities (Grand View Research, 2025; Mordor Intelligence, 2025).
An external parameter, when evaluated, identifies threats in Brazil's demographic size, online retail growth, and sustainability emphasis, combined with risks from intricate taxation, logistical inefficiencies, and competition from domestic players such as Mobly and Magalu (PwC, 2024; Mobly, 2025). Internal factors, such as IKEA's international supply chain, brand value, and sustainability reputation, provide strategic strengths; however, service model evolution and local sourcing are also critical.
Phased market entry is recommended: start with e-commerce through Mercado Libre, followed by opening a flagship store in São Paulo, and then expanding to the region. The KPIs are 5% annual sales growth, 30% local sourcing within five years, a 10% EBIT margin, and improvements in enhanced sustainability and customer satisfaction.
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[bookmark: _Toc215223894]Introduction
This report aims to analyse the strategic expansion of IKEA in Brazil, which is one of the most important emerging markets in South America. The scope includes external study of Brazil's business environment, internal analysis of IKEA's resources and capabilities, formulation of suitable entry strategies, and implementation, control, and evaluation recommendations. This is in harmony with the strategic management process which begins with environmental scanning, proceeds to formulation and implementation of strategy, and culminates with performance evaluation.
IKEA is a globally leading home furnishing business, most famously associated with flat-pack idea, affordable prices, and sustainability commitments (Inter IKEA Group, 2024). The company is now operating in more than 60 markets and continuously employs economies of scale, brand strength, and supply base consolidation to secure competitive advantage (Grant, 2021). Brazil was selected as the target market owing to its large population of more than 200 million, urbanization, growing middle class, and rising consumer demand for sophisticated home solutions (IBGE, 2025; World Bank, 2025). Brazil's economy, while volatile, is strong with expansion helped by structural reforms and retailing activity (IMF, 2024; Reuters, 2025).
Strategic management provides a context for multinational firms to gain competitiveness by achieving internal capability alignment with external opportunities (Johnson and Scholes, 2023). In the case of IKEA, its frameworks need to be applied in order to avoid risks, realise location advantages, and exploit long-term prosperity in the turbulent Brazilian retail environment.
[bookmark: _Toc215223895]Current Situation – Organisation Profile
[bookmark: _Toc215223896]IKEA Overview
Vision, Mission, and Objectives
IKEA's mission is "to create a better everyday life for the many people" (Inter IKEA Group, 2024). Its mission revolves around low-cost home furnishings, which are functional. Strategic intentions are expansion all over the world, sustainability of the supply chain, and digital transformation to enhance customer experience (Ingka Group, 2024) in order to achieve long-term profitability and sustainable development in developed and developing countries.
Ownership and Governance
IKEA has a two-entity organisational structure: Inter IKEA Group oversees brand ownership, product innovation, and franchising, while Ingka Group manages most of the retailing business worldwide (Ingka Group, 2024). The design tries to reconcile global strategic consistency with local adaptability. It has roots of governance in ethical values and sustainability stressing transparency, action on climate change, and sustainable supply chain practices (Filgueira and Norden, 2025).
Financial Position
Inter IKEA Group recorded more than EUR 44 billion revenues in 2024, with robust overall global performance. Ingka Group is also investing significantly in the use of renewable energy, digitalization, and supply chain improvement (Ingka Group, 2024). These investments form the foundation for IKEA expansion into new markets such as Brazil.
Industry and Market Context
IKEA is the global home furnishings industry leader with a value of over USD 700 billion and with ongoing growth due to urbanization and e-commerce (Grand View Research, 2025). Brazil's furniture market will grow by 4–5% per annum to 2030 because of urban spending power and sustainable approaches (Mordor Intelligence, 2025; IBGE, 2025).
[bookmark: _Toc215223897]Strategic Positioning
IKEA's strategic positioning is founded on cost leadership, economies of scale, and supply chain optimization (Grant, 2021). Its flat pack design reduces shipping and storage costs and allows customers to construct products on their own, justifying its low cost. It conceptualizes sustainability in operations through commitments to renewable power, circular design, and sustainable sourcing, making its proposition special and strengthening its competitive advantage (IKEA, 2025; Filgueira and Norden, 2025). IKEA therefore competes as a hybrid by providing low cost accompanied by differentiation along design and sustainability (Hitt, Ireland and Hoskisson, 2024).
[bookmark: _Toc215223898]Business Model Canvas
IKEA's value proposition is on the grounds of affordability, design innovation, and sustainability (Appendix A). Its key resources include brand reputation, design competence, and a global supply chain. Its key activities are product design, sourcing, logistics, and retail activities (Inter IKEA Group, 2024). Customer relationships are maintained through loyalty schemes and omnichannel services (Ingka Group, 2024). Its principal sources of revenue are from furniture, home furnishings, and food retailing in stores.
[bookmark: _Toc215223899]Value Proposition in Emerging Markets
	Dimension
	Relevance for Brazil

	Affordability
	Brazil has a massive middle class that is extremely price sensitive (IBGE, 2025; World Bank, 2025), and therefore IKEA's low-cost strategy is highly attractive.

	Accessibility
	Urbanization concentration in São Paulo and Rio de Janeiro makes digital channels and compact store formats more attractive that enable greater convenience (Reuters, 2025; Veiga, 2024).

	Sustainability
	Environmental awareness among Brazilian customers is on the rise, and IKEA's transparency regarding its sustainability reports contributes to building consumer confidence (Filgueira and Norden, 2025; OECD, 2022).

	Design and Functionality
	Urban homes increasingly need modern and space-saving furniture, and IKEA's line of products becomes more relevant (IMARC Group, 2024; Grand View Research, 2025).


[bookmark: _Toc215223900]Relevance to Emerging Markets and Brazil
Brazil is both an opportunity and a challenge for IKEA. It has over 200 million people, a median age of 33 years, and over 80 percent urbanization (IBGE, 2025). There is a growing demand for contemporary furniture since the market is expecting consistent growth in the furniture market of Brazil up to 2030 due to an increase in disposable incomes and changing lifestyles (Mordor Intelligence, 2025; Grand View Research, 2025). But the tax and regulatory environment remains complex, requiring prudent strategic control (PwC, 2024; ApexBrasil, 2025). IKEA's financial strength, sustainability focus, and adaptive forms allow it to exploit such opportunities without crossing Brazil's institutional limits.
[bookmark: _Toc215223901]External Audit – Brazilian Market Analysis
[bookmark: _Toc215223902]The Role of the External Environment in Strategy
Strategic choice is influenced by external influences that provide opportunities and threats. Organisations are required to analyze political, economic, social, technological, environmental, and legal forces in order to match internal capabilities to external forces (Hitt, Ireland and Hoskisson, 2024). For IKEA, understanding the environment of Brazil is crucial for entry strategy and sustainable existence.
[bookmark: _Toc215223903]Macro Environment: PESTEL Analysis
	Dimension
	Assessment for Brazil

	Political and Regulatory
	Brazil has adopted policies aimed at boosting investor confidence, crafted in the format of the ApexBrasil legal certainty guide (ApexBrasil, 2025). Tax policy changes such as Law No. 14754/2023 demystified offshore taxation, although structural complexity is still an entry barrier to new players (Mayer Brown, 2024). There is still regulatory uncertainty that calls for careful planning.

	Economic
	Brazil has the largest Latin American economy with GDP growth projected to settle in the aftermath of recent global shocks. Article IV consultation of the IMF indicated robust growth and lowering inflation (IMF, 2024). Banco Central do Brasil (2024) concurred with improved control of inflation, whereas OECD (2024) and World Bank (2025) point to reforms increasing resilience. Retail investment prospects are present but uncertainty regarding exchange rates is risky.

	Social
	Brazil has more than 200 million inhabitants, of which more than 80 percent live in urban areas (IBGE, 2025). The median age of 33 indicates a youth-dominated, consumption-focused population. Consumer research discovers consumers are receptive to international brands but still maintain ethnocentric values that emphasize local preference (Ma, Yang and Yoo, 2020). IKEA therefore must balance global identity with local culturalization.

	Technological
	E commerce is expanding very rapidly, with digitalization driving omnichannel shopping. Veiga (2024) refers to strong expansion of the internet, and Mercado Libre invested 5.8 billion USD in Brazilian operations in 2025, confirming the strength of the digital store market (Mercado Libre, 2025; Reuters, 2025). IKEA has the potential to leverage this infrastructure to build brand presence before opening up physical stores.

	Environmental
	Sustainability becomes increasingly vital in Brazil. OECD (2022) identifies governance structures with ESG practices, while IKEA's FY24 Sustainability Report illustrates conformance with such priorities (IKEA, 2025). Ethical procurement is vital in terms of deforestation and wood importation (OjoPúblico, 2024).

	Legal
	Tax complexity is a major issue. PwC (2024) calls such burdens group taxation, which raise compliance costs. Existing reforms will enhance legal clarity and promote investor confidence, but problems will not evaporate.


[bookmark: _Toc215223904]Industry Analysis: Porter’s Five Forces
	Force
	Assessment for Brazilian Furniture and Retail Industry

	Rivalry among Competitors
	Competitor rivalry is high, with local competitors like Mobly and Magazine Luiza vying against Tok&Stok. Mobly's 2024 report shows strong sales online, while Magalu develops omnichannel capabilities (Mobly, 2025; Magalu, 2025). Competitor rivalry will put pressure on IKEA to differentiate based on price, design, and sustainability.

	Threat of New Entrants
	Entry barriers are moderate. Investment is attracted by Brazil's large market but repelled by expensive setup, taxation, and logistics complexities (PwC, 2024; ApexBrasil, 2025). The size of IKEA reduces these barriers, although it would be challenging for small businesses.

	Threat of Substitutes
	Substitution threat is high since customers are more likely to buy from local woodworkers, workshops, or websites (Sousa et al., 2021). Expansion of digital retailing provides dynamic substitutes, enhancing competition.

	Buyer Power
	Price sensitivity is also extremely high with Brazilian consumers, especially the middle-class target segment targeted by IKEA (IBGE, 2025). Ethnocentrism can impact brand selection but cultural adaptation will assist foreign retailers in achieving success (Ma, Yang and Yoo, 2020). Buyer power is moderate due to fast-changing tastes.

	Supplier Power
	Supplier power is medium to high, particularly for timber and raw materials. Timber import inspection linked to deforestation increases dependence on certified suppliers (OjoPúblico, 2024). Geographical location high logistics costs emphasize the need for local sourcing partnerships (Prologis Research, 2025).


[bookmark: _Toc215223905]Key Issues and Opportunities
The analysis identifies some key problems. Politically, regulatory uncertainty and intricate taxation are barriers to entry, yet reforms are enhancing transparency (ApexBrasil, 2025; Mayer Brown, 2024). Economically, the resilience of Brazil and sizeable urban consumer market hold long-term growth opportunities, though exchange rate volatility poses a risk (IMF, 2024; World Bank, 2025). Socially, the young and urban customer base generates high need for contemporary home solutions, but ethnocentrism of consumers means that local cultural tastes need to be included by IKEA (Ma, Yang and Yoo, 2020). Technologically, Brazil's online business environment is expanding rapidly, providing avenues for digital access (Veiga, 2024; Mercado Libre, 2025). Environmentally, sustainable practices are necessary with respect to stringent natural constraints, particularly in forestry sourcing (OECD, 2022; OjoPúblico, 2024). Legally, the complexity of taxation presents cost and risk but reforms suggest betterment (PwC, 2024).
For IKEA, the external environment brings opportunities of size, expansion over the internet, and congruence with sustainability, but threats on the ground include taxation, supplier availability, and stiff competition. Strategic success will lie in capitalizing on the global strength of IKEA to respond effectively to the complex but promising retail environment in Brazil.
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The internal environment is the organisational in-house structure, resources, culture, and capabilities collectively determining its strategic potential (Hitt, Ireland and Hoskisson, 2024). It includes tangible assets such as operating systems and financial resources, and intangible resources such as brand equity, leadership, and innovation. Measurement of the internal environment is necessary to determine sources of sustainable competitive advantage and match organisational strengths with external environment opportunities (Grant, 2021). To IKEA, the understanding of the internal environment gives it the basis on which to determine how its global capabilities and distinctive competencies can be harmonized in the Brazilian market in a way that ensures successful international expansion.
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Resource Based View posits that companies gain long-term competitive advantage by utilizing distinctive resources and capabilities that are valuable, scarce, hard to replicate, and organized (Grant, 2021). IKEA has a solid foundation of tangible and intangible resources that enable global competitiveness.
Physical assets have a global supply base with over a thousand suppliers spread across different continents, facilitated by best-located distribution centers (Inter IKEA Group, 2024). It has over 450 stores across over 60 countries, giving geographic reach and economies of scale (IKEA, 2025). It is testified by over EUR 44 billion revenues in 2024, which supports ongoing reinvestment in store growth, digitalisation, and sustainability activities (Inter IKEA Group, 2024; Ingka Group, 2024).
Intangible assets are also crucial. IKEA's brand is well recognized across the world as a promise of affordability and Swedish design with a proven consumer trust based on consistent delivery of value propositions (IKEA, 2025). Company culture is focused on cost awareness, sustainability, and innovation that is aligned with long term strategic goals (Hitt, Ireland and Hoskisson, 2024). IKEA also has a high design competence, with over 2,000 new product launches every year, to remain relevant to changing consumer tastes (IKEA, 2025).
[bookmark: _Toc215223908]VRIO Analysis
The VRIO analysis indicates that IKEA’s most defensible resources include its global supply chain, store network, brand reputation, and sustainability practices. These resources provide the foundation for sustained competitiveness in new markets such as Brazil (Refer to Appendix C).
[bookmark: _Toc215223909]Value Chain Analysis
	Activity
	IKEA Practice
	Relevance to Brazil

	Inbound Logistics
	IKEA sources globally from over a thousand suppliers using centralised hubs (Inter IKEA Group, 2024).
	In Brazil, infrastructure and customs challenges require adaptation (PwC, 2024). Increasing local sourcing will lower costs and strengthen supply resilience (OjoPúblico, 2024).

	Operations
	IKEA applies scale economies and flat-pack production for efficiency (Grant, 2021).
	Affordable operations will support low prices for Brazil’s cost-conscious middle class despite taxation complexity (IBGE, 2025; ApexBrasil, 2025).

	Outbound Logistics
	Distribution integrates warehousing and digital logistics systems (Ingka Group, 2024).
	Brazil’s vast geography necessitates regional hubs to sustain delivery efficiency (Prologis Research, 2025).

	Marketing and Sales
	IKEA promotes affordability, design, and sustainability through digital platforms (IKEA, 2025).
	Messaging should adapt to Brazilian cultural preferences while appealing to value-driven consumers (Ma, Yang and Yoo, 2020).

	Service
	IKEA emphasises self-service supported by guides and return policies (Ingka Group, 2024).
	High service expectations in Brazil require expanded delivery and assembly options (Sousa et al., 2021).


[bookmark: _Toc215223910]Linking Strengths to Brazil’s Market
IKEA’s global resources align well with Brazil’s opportunities. The company’s cost leadership and scale directly address Brazil’s large price sensitive middle class (IBGE, 2025). The strong brand reputation and design capabilities support entry into urban markets where demand for modern space saving furniture is growing (Grand View Research, 2025). Sustainability practices also align with increasing regulatory and consumer focus on environmental responsibility in Brazil (OECD, 2022; Filgueira and Norden, 2025).
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There are challenges to these strengths. The tax system in Brazil is complex and increases compliance costs (PwC, 2024). There may be gaps in logistics infrastructure that could lengthen lead times and supply chain expenses (Prologis Research, 2025). Ethnocentrism on the part of consumers could restrict foreign brand acceptability unless IKEA proves local adaptation (Ma, Yang and Yoo, 2020). Moreover, service expectations in Brazil could necessitate more emphasis on home delivery and assembly that breaks from IKEA's conventional self-service standard (Sousa et al., 2021). Closing these gaps will be paramount to sustainable market entry.
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[bookmark: _Toc215223913]Defining Strategy Formulation
Strategy formulation is the process of choosing right courses of action for an organisation to attain long term goals by coordinating internal resources and external opportunities (Grant, 2021). Strategy formulation includes examining strategic options, an evaluation of risks, and selecting an optimal route for long term competitiveness. For IKEA, developing strategy in Brazil means combining data from the external audit and internal audit to suggest the most appropriate market entry mode and positioning strategy.
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Ansoff Matrix offers four growth strategies: market penetration, product development, market development, and diversification (Johnson and Scholes, 2023). For Brazil, IKEA's options can be discussed as follows.
	Strategy
	Application for IKEA in Brazil

	Market Penetration
	This is a less applicable strategy since IKEA has not yet entered Brazil, so there is no available market to penetrate deeper.

	Product Development
	IKEA can modify its product assortment according to local tastes, for example, by providing furniture appropriate for Brazilian apartment sizes or using locally available materials (Sousa et al., 2021).

	Market Development
	Foreign entry into Brazil is a traditional market development approach, taking IKEA's current product range to a new geographically dispersed high-growth market (IBGE, 2025; World Bank, 2025).

	Diversification
	IKEA can undertake related diversification by marrying online retail channels with physical flagship stores, thus forming an integrated omnichannel approach in keeping with consumer trends (Veiga, 2024; Iglesias-Pradas and Acquila-Natale, 2023).


The analysis suggests that market expansion is the prevalent strategy, supported by selective diversification into digital and physical channels to hasten market entry.
[bookmark: _Toc215223915]Evaluation of Entry Modes
Several entry modes are available for multinational retailers, each with advantages and limitations in the Brazilian context.
	Entry Mode
	Advantages
	Disadvantages

	Wholly Owned Subsidiary (Greenfield Investment)
	Provides full control and alignment with IKEA’s global standards. Ensures consistent brand positioning and full profit capture. Suitable for large urban markets such as São Paulo or Rio de Janeiro (IBGE, 2025).
	Requires high capital investment and exposes IKEA to political, taxation, and regulatory risks with long setup times (PwC, 2024; ApexBrasil, 2025).

	Joint Venture with Local Partner
	Reduces risk through shared investment and local expertise. Enhances legitimacy among consumers by signalling adaptation to local needs (Ma, Yang and Yoo, 2020).
	Profit sharing and potential conflicts in decision-making may arise if strategic goals diverge (Holtbrügge and Baron, 2013; Mayer Brown, 2024).

	Acquisition (for example Tok&Stok)
	Provides immediate market access, customer base, and established channels. Tok&Stok’s recognised brand could accelerate IKEA’s acceptance (Mobly, 2025; Magalu, 2025).
	Integration challenges, cultural misalignment, and high acquisition costs may create financial and reputational risks (Hitt, Ireland and Hoskisson, 2024).

	Franchise or Online-First Model
	Minimises financial risk and allows testing of consumer demand before store rollout. Supported by Brazil’s rapidly expanding e-commerce sector (Veiga, 2024; Mercado Libre, 2025).
	Limits operational control and weakens IKEA’s in-store experiential brand identity (IKEA, 2025).


This evaluation indicates that both a joint venture and a phased online entry combined with flagship investment are strategically viable.
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Dunning’s Eclectic Paradigm argues that internationalisation is determined by ownership, location, and internalisation advantages (Dunning, 1988).
· Ownership Advantages: IKEA possesses strong brand equity, scale economies, and unique design capabilities (IKEA, 2025; Grant, 2021). These ownership advantages favour entry into Brazil.
· Location Advantages: Brazil has a population of over 200 million with over 80 percent of its population being urban dwellers, generating tremendous demand for budget-friendly home furnishings (IBGE, 2025). Overburdensome taxation and regulatory complexity lower location attractiveness, however (PwC, 2024).
· Internalisation Advantages: Having control over operations, IKEA is able to guarantee product quality, brand consistency, and compliance with sustainability goals (IKEA, 2025; Filgueira and Norden, 2025).
New views postulate that there are adaptive approaches in emerging markets. Valdés-Llaneza, Sánchez-Lorda and García-Canal (2021) contend that developed and emerging economies have different entry mode decisions, necessitating collaborative forms. Wang and Guedes (2025) also mention that experience and timing decisively impact survival in international markets, validating the use of staged entry into Brazil.
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According to the Ansoff Matrix, entry mode analysis, and OLI model, IKEA's preferred strategy is a staged market expansion strategy. This can start with an online-first entry in combination with a joint venture or fully owned flagship store in São Paulo. Online entry will enable IKEA to experiment with consumer liking and develop brand recognition at low cost (Veiga, 2024). A physical flagship will enhance IKEA's brand identity and offer the rich experience synonymous with its brand (IKEA, 2025). The joint venture alternative can decrease initial risk and strengthen legitimacy, but with operations stabilising, fully owned expansion could then be contemplated in other metropolitan areas.
[bookmark: _Toc215223918]Justification with Porter’s Generic Strategies
Porter's Generic Strategies identify three alternatives: cost leadership, differentiation, and focus (Johnson and Scholes, 2023). IKEA blends low-cost leadership with differentiation elements and develops a hybrid strategy focusing on low price, Scandinavian styling, and sustainability (Grant, 2021; IKEA, 2025). The positioning is directly aligned with Brazil's vast middle class that is price-sensitive and presents unique product attributes desired by younger, urban residents (IBGE, 2025; Grand View Research, 2025). By going hybrid, IKEA resists competition from domestic retailers such as Mobly and Magalu while drawing consumers who desire affordability along with style.
[bookmark: _Toc215223919]Strategy Implementation Process
Effective execution of strategy requires strategic decision-making conceptualised into concrete action and alignment of IKEA's resources, financial capacity, and organisational systems to the opportunities in Brazil. Effective execution is based on alignment of operational, financial, and governance systems that generate strategic results (Hitt, Ireland and Hoskisson, 2024).
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IKEA's entry into Brazil includes market approach alignment, financial capacity, and internal capacity.
Market Implementation:
IKEA will focus on making its operations and supply chain local. Taxation and logistics infrastructure in Brazil make it costly to be import-dependent (PwC, 2024). Locally sourced timber and production partnerships will be cost-reducing, supply-reliable, and environmentally friendly (OjoPúblico, 2024). Real estate investments will be focused on dense urban retail markets such as São Paulo and Rio de Janeiro, backed by smaller store sizes and pick-up points to enhance accessibility (Veiga, 2024; Prologis Research, 2025).
Financial Implementation:
Strong financial backing of IKEA is facilitated through Inter IKEA Group with reported revenues of more than EUR 44 billion in FY2024 (Inter IKEA Group, 2024). Phased investment is made possible. First, capital would be put in digital entry by engaging with Mercado Libre, and then in building flagship stores and expanding in markets. This phased investment avoids the risks in Brazil's volatile economy (IMF, 2024).
Internal Implementation:
IKEA's cost-conscious and green corporate culture needs to be infused into local operations. Hiring and developing local staff will maintain the IKEA culture while addressing Brazilian service requirements for personalisation and delivery (Sousa et al., 2021). Product development will be directed at modular, multi-purpose furniture adaptable for compact urban dwellings (Grand View Research, 2025; Ma, Yang and Yoo, 2020).
[bookmark: _Toc215223921]Restructuring and Reengineering to Attain Objectives
In order to function effectively in Brazil, IKEA needs to reform aspects of its governance and operational systems. It should embrace a decentralised organisational arrangement that delegates authority to local managers to rapidly adjust while reporting to global standards of sustainability and compliance (Ingka Group, 2024). This provides alignment with IKEA's ethical system of governance as well as following Brazil's regulatory standards (ApexBrasil, 2025).
Operational re-engineering will include supply chain re-engineering to introduce regional hubs, intensification of digital sales platforms, and logistics partnership enhancement. Continuous evaluation will ensure that local sourcing objectives such as achieving 30 percent within five years are realized, reducing import tariff and currency exposure risks.
[bookmark: _Toc215223922]Risk Mitigation
The threats come in particularly if IKEA adopts a joint venture or acquisition strategy. Cultural integration issues in various cultures can create tension between collaborators, as shown in studies of retail internationalisation in Brazil (Diallo, 2012). This risk is to be addressed by having definite governance structures and mechanisms for managing conflict. Financial risks due to volatility in exchange rates and regulatory uncertainty can be managed by staging investment and retaining flexible procurement arrangements (IMF, 2024; PwC, 2024). Reputational risks for environmental practices can be managed by open reporting and supplier certification (IKEA, 2025; OECD, 2022).
[bookmark: _Toc215223923]Evaluation and Control
[bookmark: _Toc215223924]Importance of Evaluation and Controls
Evaluation and control provide assurance that strategy implementation achieves desired results while minimizing risks. Strong control systems for multinational companies ensure local operations are aligned with worldwide goals and that there is accountability in new markets (Hitt, Ireland and Hoskisson, 2024). In the case of IKEA, Brazilian entry involves measures for gauging financial performance, customer satisfaction, operational effectiveness, and organisational learning. Controls will also need to incorporate sustainability objectives, in light of regulation in Brazil as well as consumer demands in Brazil (OECD, 2022; Filgueira and Norden, 2025).
[bookmark: _Toc215223925]Balanced Scorecard
The Balanced Scorecard implements performance measurement to transcend the financial returns to include operational effectiveness, customer outcomes, and organisational learning.
	Perspective
	Key Metrics
	Application to IKEA in Brazil

	Financial
	Sales growth, ROI, EBIT margin
	Yearly sales growth can be compared to the 5 percent projection for Brazil's furniture industry (Grand View Research, 2025). ROI and EBIT margins need to be compared to IKEA's international level of approximately 10 percent (Inter IKEA Group, 2024).

	Customer
	Market share, satisfaction index, Net Promoter Score
	Market share should be monitored against domestic rivals such as Mobly and Magalu (Mobly, 2025; Magalu, 2025). Customer satisfaction can be assessed through surveys and loyalty programmes (Ingka Group, 2024).

	Internal Processes
	Lead times, local sourcing, delivery accuracy
	IKEA must aim for 30 percent local sourcing within five years and improve distribution efficiency through regional hubs (OjoPúblico, 2024).

	Learning and Growth
	Staff training, retention, digital engagement
	Training hours and employee retention rates will reflect cultural assimilation. Digital metrics such as web sales and app usage are essential within Brazil's growing e-commerce industry (Veiga, 2024; Mercado Libre, 2025).


The Balanced Scorecard imposes performance measurement to extend from the financial results to include operational performance, customer outcomes, and organisational learning.
[bookmark: _Toc215223926]Triple Bottom Line Integration
The Triple Bottom Line (TBL) strategy is focused on economic, social, and environmental performance as sustainable performance.
	Dimension
	Application to IKEA in Brazil

	Economic
	IKEA will create value in the form of employment, tax paid, and long-term investments (World Bank, 2025; IMF, 2024).

	Environmental
	IKEA's commitment to sustainability includes renewable energy and circular design. Elimination of unsustainable forest sources will be pertinent to Brazil (IKEA, 2025; OjoPúblico, 2024).

	Social
	IKEA will provide fair labor and inclusion through employment and training local personnel (Filgueira and Norden, 2025).


Integration of TBL ensures that IKEA’s expansion balances profitability with environmental and social contributions, which is essential in Brazil’s regulatory and consumer context.
[bookmark: _Toc215223927]Risk and Sensitivity Analysis
Risk analysis supports financial, operational, and reputational risks that will affect performance. The key risks for IKEA are currency exchange rate fluctuations, tax complexity, and supply chain issues (PwC, 2024; IMF, 2024). Sensitivity analysis would be applied to validate the effect of changing the variables. For example, a 15 percent depreciation or a 10 percent logistics cost increase can easily cut profit margins. Ongoing sensitivity analysis enables IKEA to rearrange prices, purchasing, and levels of investment in order to stay financially healthy. Scenario planning needs to be examined every quarter for deviations from intended outcomes so that prompt corrective actions can be initiated.
[bookmark: _Toc215223928]Total Quality Management (TQM)
TQM is an outline of continuous improvement in all IKEA operations. It ensures product and service quality by means of supplier audit, employee training, and customer feedback (Hitt, Ireland and Hoskisson, 2024). IKEA must verify accuracy in delivery, assembly satisfaction, and defect rates by means of an internal quality dashboard. Its use guarantees operational efficiency and customer satisfaction are consistent with IKEA's global standards yet responsive to Brazilian needs (OjoPúblico, 2024).
[bookmark: _Toc215223929]Performance Management Systems
IKEA should unify the Balanced Scorecard and TBL principles within one performance management system. Finance, customer, process, and learning metrics should be monitored at regular intervals by Ingka Group's governance reporting procedures (Ingka Group, 2024). Attendance, productivity, and sustainability compliance should be included in employee KPIs. Frequent performance appraisal and rewards may instill IKEA's values of innovation, efficiency, and responsibility (Grant, 2021).
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IKEA's expansion into Brazil financial plan enumerates the investment, operating, and profitability projections necessary for successful market entry. The complete financial information, such as the consolidated balance sheet, income statement, cash flow statement, and statement of comprehensive income, is shown in Appendix B (Inter IKEA Group, 2024).
Capital and Operating Expenditure
Strategic growth will necessitate huge capital spending (CAPEX) on the opening of flagship stores, logistics centers, and digital infrastructure. A São Paulo flagship store is estimated to cost between EUR 100 million and EUR 150 million covering land, construction, and interior fit-outs (Prologis Research, 2025). There will be additional investment in warehousing and logistics to cover Brazil's vast geography and urban concentration.
Operating expenses (OPEX) will consist of staffing, marketing, and store operations. IKEA will normally have a few hundred employees per large-sized store, and compensation has to comply with Brazilian wage laws. Marketing efforts will be key to creating familiarity among price-conscious but quality-focused consumers who view foreign brands as aspirational (Ma, Yang and Yoo, 2020).
Revenue and Profitability Outlook
The Brazilian furniture market is anticipated to grow steadily up to 2030, driven by middle-class expansion and urbanization (Grand View Research, 2025; Mordor Intelligence, 2025). IKEA may aim for yearly sales growth of approximately 5 percent, in line with domestic retail trends (Reuters, 2025).
Based on the FY24 financial reports, Inter IKEA Group registered total assets of EUR 22.47 billion, operating result of EUR 2.34 billion, and net result of EUR 2.20 billion, which points towards strong profitability and liquidity across the globe (Inter IKEA Group, 2024). These figures point towards adequate financial ability to cover initial entry expenses as well as maintain a seven- to ten-year payback period.
IKEA's localisation efficiencies, economies of scale, and reinvestment strategy are set to generate good cash flows when the Brazilian business reaches its maturity. Extensive financials shown in Appendix B provide detailed information on cash-flow stability, EBIT margins, and balance-sheet strength behind this foreign expansion.
[bookmark: _Toc215223931]Break-Even and EBIT Margin Analysis
	Metric
	Application for IKEA in Brazil

	Break-Even Point
	IKEA has to finance fixed CAPEX of approximately EUR 150 million. On the assumption of average EBIT margins of 10 percent on global operations (Inter IKEA Group, 2024), IKEA would need yearly revenues of EUR 1.5 billion in order to break even within ten years.

	EBIT Margin Comparison
	A global EBIT margin of approximately 10 percent for IKEA (Inter IKEA Group, 2024) serves as a benchmark. Maintaining equivalent margins in Brazil will be contingent on managing logistics and tax expenses (PwC, 2024; ApexBrasil, 2025).


The financial projection illustrates that although entry is costly in terms of capital, market growth in Brazil coupled with the scale advantages of IKEA create opportunities to profitability within ten years.
[bookmark: _Toc215223932]Risk Analysis and Contingency Planning
IKEA's move to Brazil offers opportunities for growth but is exposed to a high level of risk that requires careful planning.
1. Political and Economic Risk is generated by Brazil's intricate tax and regulatory system, and thus it is a higher compliance cost (PwC, 2024). Import prices and profitability can also be affected by currency fluctuations (IMF, 2024).
2. Competitive Retaliation Risk is posed by incumbent rivals such as Mobly and Magazine Luiza, who can retaliate fiercely with price cuts or promotions (Mobly, 2025; Magalu, 2025).
3. Supply Chain and Logistics Risk is a warning of infrastructure shortages and high transportation rates. Prologis Research (2025) cites drastic trends in logistics and rent markets that can increase operating expenses for IKEA.
4. Consumer Acceptance and Cultural Fit is also a challenge. Although Brazilian consumers are open to foreign brands, ethnocentric inclination and customary expectations of personalized service would clash with IKEA's self-service business model (Ma, Yang and Yoo, 2020).
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	Risk Factor
	Scenario
	Contingency

	Currency depreciation
	Imports rise 15%
	Increase local sourcing to 30% in five years (OjoPúblico, 2024).

	Regulatory shifts
	New taxes imposed
	Partner with ApexBrasil or use joint venture to share compliance (ApexBrasil, 2025).

	Competitive retaliation
	Rivals reduce prices 10%
	Strengthen sustainability and modular design differentiation (IKEA, 2025).

	Cultural rejection
	Low adoption of self-service
	Expand delivery and assembly services (Sousa et al., 2021).


IKEA’s resilience will depend on proactive monitoring and adaptive strategies.
[bookmark: _Toc215223934]Recommendations and Conclusion
The research verifies that Brazil presents massive opportunities for IKEA with 200 million-plus inhabitants, urbanization, and estimated growth of the furniture market until 2030 (IBGE, 2025; Grand View Research, 2025). It will need to get past problems of taxation, logistics, and culture to succeed.
[bookmark: _Toc215223935]Recommended Entry Mode and Strategy
In order to effectively enter the Brazilian market, IKEA must adopt a phased expansion strategy, starting with an online-first strategy to test consumer behavior and tastes. Such an online pilot can be supplemented with strategic partnerships with veteran e-commerce sites such as Mercado Libre, which invested USD 5.8 billion in Brazil in 2025 (Mercado Libre, 2025). After preliminary market confirmation, IKEA must set up a fully owned flagship store in São Paulo as a brand anchor and then expand operations across main urban areas. For avoiding regulatory intricacies and strengthening local trustworthiness, a joint venture in the first stage is recommended (Holtbrügge and Baron, 2013).
Key Recommendations
1. Localise Supply Chains: Achieve 30% local procurement in five years to lower operational expenses and protect against currency fluctuations (OjoPúblico, 2024).
2. Strengthen Digital Channels: Leverage Brazil's surging e-commerce growth by investing in omnichannel capacity and mobile-first engagement (Veiga, 2024).
3. Adapt Product and Services: Offer modular furniture and delivery and assembly efficiency that addresses urban lifestyles and cultural sensitivities (Sousa et al., 2021).
4. Embed Sustainability: Practice timber sourcing transparency and broaden renewable energy measures to meet consumer expectations and regulatory requirements (OECD, 2022; IKEA, 2025).
[bookmark: _Toc215223936]Conclusion
By positioning its twin approach of cost leadership and differentiation in line with the changing needs of Brazil's middle-class urbanites, IKEA can create relevant value while remaining committed to making every day a little better (IKEA, 2025). This staged strategy not only cushions the risk of entry but also creates legitimacy and sustainable expansion in South America's largest consumer economy.
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[bookmark: _Toc215223939]Appendix A Business Model Canvas
	Element
	Application at IKEA

	Customer Segments
	IKEA serves a global middle class, focusing particularly on urban households and value-oriented consumers in markets such as Brazil (IBGE, 2025; World Bank, 2025).

	Value Proposition
	IKEA offers affordable, functional, and sustainable furniture that combines Scandinavian design with flat pack innovation (IKEA, 2025).

	Channels
	IKEA distributes products through large format stores, smaller city stores, e commerce platforms, and mobile applications (Ingka Group, 2024).

	Customer Relationships
	IKEA builds relationships through self-service models, in store support, loyalty programmes, and digital engagement initiatives (Ingka Group, 2024).

	Revenue Streams
	IKEA generates revenue from furniture sales, home accessories, food retail, and related home services (Inter IKEA Group, 2024).

	Key Resources
	IKEA relies on brand equity, a global supply chain, economies of scale, and in house design expertise to maintain competitiveness (Grant, 2021).

	Key Activities
	IKEA’s core activities include product design, global sourcing, logistics, retail operations, and sustainability programmes (IKEA, 2025).

	Key Partnerships
	IKEA develops long term partnerships with suppliers, franchisees, and renewable energy collaborators to reinforce stability and growth (Inter IKEA Group, 2024).

	Cost Structure
	IKEA’s costs are dominated by large scale production, distribution centre management, store operations, marketing, and investment in research and development (Hitt, Ireland and Hoskisson, 2024).
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[image: ]
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[bookmark: _Toc215223945]Appendix C: VRIO Analysis
	Resource
	Valuable
	Rare
	Inimitable
	Organised to Exploit
	Competitive Implication

	Global supply chain with 1,000+ suppliers
	Yes, supports cost efficiency and scale (Inter IKEA Group, 2024)
	Moderate, as rivals also build supply chains
	High, due to long term contracts and trust
	Yes, coordinated by global logistics systems
	Sustained competitive advantage

	Global store network of 450+ outlets
	Yes, provides scale and brand visibility (IKEA, 2025)
	Yes, few rivals have equivalent footprint
	High, given investment intensity
	Yes, supported by Ingka Group operations
	Sustained competitive advantage

	Strong brand reputation and recognition
	Yes, attracts consumers worldwide (IKEA, 2025)
	Yes, only a few retailers match it
	High, as brand equity builds over decades
	Yes, reinforced by marketing and design
	Sustained competitive advantage

	Design and product innovation capability
	Yes, 2,000 new products annually (IKEA, 2025)
	Moderate, rivals also innovate
	Moderate, but scale makes imitation costly
	Yes, integrated with R&D and market research
	Temporary competitive advantage

	Sustainability and circular economy practices
	Yes, aligns with consumer and regulatory demand (Filgueira and Norden, 2025)
	Increasingly rare in retail markets
	High, as integration requires deep supply chain alignment
	Yes, sustainability embedded in governance
	Sustained competitive advantage
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